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ABSTRACT

Lower-income retired Canadians in income quintile one are well taken care of by the
government’s income support system, while upper-income Canadians (income quintile
five) typically have adequate income and investments in retirement. However, this thesis
established that middle-income Canadians in income quintiles two, three, and four rely on
a mix of retirement income sources to achieve sustainable pre-retirement living standards.
Data analyses were used to determine the adequacy of the retirement income system. The
thesis focused on selected periods of 2000, 2005, 2010, 2015, and 2018 and compared the
performance of the RIS in Canada and across the selected provinces of British Columbia,
Alberta, Ontario, Quebec, and Nova Scotia. This thesis established that the RIS is
adequate for middle-income Canadians. Employment income during retirement has no
significant relationship with the Gross Replacement Rate (GRR). The thesis confirmed

that the RIS achieved its objectives through the various retirement income sources.
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CHAPTER ONE: INTRODUCTION

The two primary objectives of Canada's Retirement Income System (RIS) are to
eliminate or reduce poverty for older Canadians and to enhance their ability to
maintain their standards of living as they move from employment to retirement.
Processes to achieve these goals are reflected in the three pillars of the RIS. All three
pillars contribute to seniors’ income security and income replacement. The first pillar,
which provides a basic, taxpayer-financed income for most Canadians, includes Old Age
Security (OAS) and the Guaranteed Income Supplement (GIS). The second pillar is
composed of the Canada Pension Plan (CPP) and Quebec Pension Plan (QPP): a social
insurance program financed by mandatory contributions based on employment
income. These first two pillars are also referred to as the public retirement income
system. The third pillar is made up of employer-sponsored Registered Pension Plans
(RPP), tax-supported retirement and other savings income, and other private savings, and
investment income. Private savings and investments include tax-assisted and non-tax-
assisted savings. Tax-assisted savings comprise Registered Retirement Savings Plans
(RRSP) and Tax-Free Savings Accounts (TFSA), although the latter may be used for
purposes beyond retirement income. Non-tax assisted savings are sometimes referred to
as the fourth pillar of the RIS. They include various savings and investment platforms
available to an individual, such as personal savings accounts, stocks, bonds, and other
investment opportunities such as mutual funds in the financial sector of the economy, or
other income such as rental properties and other business income.

Retirement may be defined in many ways. Some authors liken it to a process, and

others refer to it as an event. Retirement as a process may involve a stage-by-stage



planning of retirement and adjusting to changes in consumption and earnings to maintain
pre-retirement living standards. It may also reflect a continuum ranging from the
involuntary displacement of older workers through gradual disengagement from the paid
labour force to the choice of pursuing gainful employment as a transition from full-time
career employment to full retirement. However, retirement as an event involves attaining
a pre-determined retirement age, often tied to eligibility for pension benefits, whether
provided by government agencies or employer pension plans. Historically, some Western
industrial countries, including Canada, have set a ‘'national retirement age' of 65 linked to
entitlements to public benefits, which is the nominal retirement age in the absence of
mandatory retirement age.

This thesis focuses on determining the adequacy of the RIS for Canadians of
retirement age of 65 years and above because it is the age where older Canadians are
eligible for retirement income supports such as OAS and GIS. It is also the age where
CPP benefits are actuarially increased if a Canadian retires beyond age 65. Some
Canadians may retire before age 65, but their CPP benefits will be actuarially reduced,
and they will not be eligible for the OAS and GIS benefits until age 65. As a result, age
65 is where most Canadians receive public income supports and unreduced CPP benefits.
In particular, it will assess the income replacement capacity of the RIS for Canadians 65
and older and the relationship between replacement rates and seniors' ongoing
engagement in the paid labour force. However, as some seniors are still employed or
looking for work and some are in the labour force delaying their retirement to save

enough for retirement or pay off household debt, the thesis will also explore the extent of



pension inequality: the discrepancies of access to and quality of pension plans for
different segments of the labour force.

Baldwin (2020) defines retirement income "*adequacy” as the relative capacity of
the three pillars of the RIS to replace pre-retirement income and sustain Canadians’ pre-
retirement standard of living when they retire. The degree of income replacement
becomes the determining factor of the post-retirement standard of living. Standard
measures of retirement income, and its relative adequacy, are the Gross Replacement
Rate (GRR) and the Net Replacement Rate (NRR) (Kesselman 2010; Cross 2014). The
GRR is the ratio of total retirement income to total pre-retirement income. The NRR
focuses on personal consumption: the ratio of personal or household disposable income in
retirement to pre-retirement disposable income or “take-home pay.” The adequacy of
retirement income is determined by measuring what older Canadians spend in retirement
and estimating the gross or net income needed to maintain that consumption level.
Therefore, the thesis will explore the questions of the income replacement levels needed
to minimize the risk of poverty for seniors and enable older Canadians to maintain their
pre-retirement consumption. The level of pre-retirement consumption varies
by income levels, family size, and cost of living in different parts of Canada. In order
to maintain consumption levels at retirement, individuals are required to save for their
retirement so that income can be received while not gainfully employed. As a result,
income replacement is needed to maintain pre-retirement living standards in post-
retirement to avoid living in poverty. Retirement income security is affected by multiple
factors including the extent and type of labour force attachment, family and socio-

economic status, including pre-retirement income levels — issues addressed in greater



detail in Chapter 2: The Background to Canada’s Retirement System. However, there are
concerns about the adequacy of the RIS for future Canadians going into retirement. These
concerns have led to different measures taken by the governments and policy analysts to
review the adequacy of the CPP/QPP, the dynamics of OAS and GIS, and the extent to
which Canadians are saving enough for their retirements.

DEFINITION OF PROBLEMS
Defining the Problem
Canada’s Retirement Income System went through an extensive formal and informal
policy review during the years following the global financial crisis and recession of 2007-
09. Numerous analysts concluded that the RIS has improved the living standard of
seniors to some extent compared to what was obtainable in the past generations, based on
actions by both federal and provincial governments. However, the adequacy of the RIS
and the pension inequality prevalent among retirees leave much to be desired. Three sets
of issues have emerged as significant concerns: levels of employment pension coverage,
inequality of employment pension coverage across different groups of working
Canadians, and the extent to which inadequacies in retirement savings lead Canadians to
work beyond the age of 65 in order to maintain their standards of living.
Employment Pension Coverage
Canada’s public retirement system provides a foundation for retirement security for
lower- and middle-income Canadian households. However, a quick overview of income
data from 2018 for senior households and unattached seniors indicates that the public
retirement income system and overall government transfers accounts for only 37.4 and

40.0 percent of total income respectively, while private pension, RRSP, investment and



other income account for 47.9 percent of total income (see Table 1.1). Private
(employment) pensions account for the largest share of “Pillar Three” income: 31.9
percent.

Table 1.1 - Income Sources: Households and unattached individuals
aged 65 and over: 2018

(percent) Total
Total income 100%
Pillar I: OAS / GIS 20.3%
Pillar 1I: CPP / QPP 17.1%
Pillar I11: Private Pensions 31.9%
Pillar 11I: RRSPs 1.6%
Pillar I11: Dividend / interest

income 11.3%
Employment Income 12.1%
Other government transfers 2.6%
Other income 3.1%

Source: Statistics Canada, private data analysis; household income statistics,

(2021).
However, both differences in access to and the quality of employment pensions
contributes to substantial pension inequality in Canada, reflecting both the structure of
the labour force and labour force attachment in Canada. Statistics Canada (2021) notes
that overall pension coverage of paid workers has declined from 40.8 percent in 1999 to
37.1 percent in 2019. Coverage for women increased slightly, while pension coverage for
men dropped from 42.0 to 34.5 percent over the same period. Coverage by defined
benefit (DB) pension plans dropped from 34.5 percent to 24.7 percent of paid workers,
while coverage from defined contribution (DC) pensions increased slightly from 5.6 to
6.9 percent. Defined benefit (DB) pension plans guarantee retirement income, usually
based on formulae reflecting years of service and highest levels of pre-retirement income,

with varying degrees of inflation protection in retirement, while DC plans are based on



their investments’ market performance rather than guaranteeing pensioners’ retirement
incomes.

Pension Inequality

Disparities in pension access and quality are reinforced by differences between the extent
and quality of pension coverage by workers in public and private sectors. Statistics
Canada (2021) notes that the private sector employees accounted for 64.7 percent of the
labour force in 2019, compared with public sector employees (20.2 percent) and the self-
employed (15.7 percent), of whom 70.5 percent have no paid help. The latter are most
vulnerable to economic shocks such as the 2020-21 pandemic. Cross (2014) notes that
public sector total pension assets accounted for 68 percent of total pension assets, despite
public sector workers only accounting for 20.4 percent of overall employment, while total
private sector pension assets were only 32 percent of the total pension assets, despite
private sector workers accounting for 79.6 percent of labour force employment. These
disparities have been growing for most of the past twenty years. Figure 1.1 shows a wide
gap in the percentage of paid workers covered by a registered pension plan (RPP) from
1997 to 2017, with data provided every five years. There is a wide gap in pension
coverage between public and private sector employees. Figure 1.2 shows the evolution of
the pension quality gap between the public sector and private sector employees,
identifying differences in levels of defined benefit, defined contribution, and other
(typically hybrid) plans in public and private sectors. Again, the private sector includes
self-employed Canadians relatively few of whom are participants in a registered pension

plan.



A comparative analysis from the graphs below shows that employees in the public
sector have a higher participation rate in defined benefit plans than employees in the
private sector. In 2017, for example, 87.1 percent of public sector employees were
covered by a registered pension plan, compared with only 22.7 percent in the private
sector. The latter figure includes self-employed Canadians who are participants in a
registered pension plan. Moreover, for public sector employees, Figure 1.1 shows that
there is relative stability in pension plan membership from 1997 to 2017, with just a
minor decline in 2007. However, it also indicates a decline in private sector pension
coverage from 28.2 percent in 1997 to 22.7 percent in 2017. These data underline the
reality of pension inequality among retired seniors, part of broader challenges faced by
middle-income Canadians in retirement. If this trend continues, there is a potential
problem maintaining pre-retirement living standards and income replacement rate for
middle-income seniors.

Figure 1.1: Percentage of Paid Workers Covered by a Registered Pension Plan by

Sectors 2018.
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Figure 1.2: Percentage of workers in the different types of registered pension plans
by sectors 2018.
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Not only is pension coverage far lower in the private sector than the public sector, it is
also far more likely to be based on DC or hybrid (involving composite plans including
elements of both DB and DC plans) than DB plans (see Figure 1.2; Table 1.2).

Table 1.2 - Pension Coverage: Public and Private Sector Employees: 2019

Total Defined Benefit Defined Contribution Other plans?
All sectors  37.1 24.7 6.9 55
Public Sector 88.3 80.0 4.1 4.2
Private Sector 22.4 8.8 7.8 5.9

Source: Statistics Canada (2021), “Percentage of paid workers covered by a registered

pension plan,” Tables 11-10-0133-01 and 14-10-0027-01, The Daily, June 29, 2021.

https://www150.statcan.gc.ca/nl/daily-quotidien/210629/t002c-eng.htm

Employment Beyond Age 65

These realities contribute to significant differences across employment sectors in the
adequacy of income sources to maintain the living standards of retired Canadians. They
have contributed to growing tendencies to remain gainfully employed or seek
employment after “retirement” so that the income from employment will enhance living
standards beyond those provided by government transfers, other employment pensions,
and private retirement savings. The reason is that from 2010 statistics on income
composition, about 70 percent of all residents have some employment income, which is
74 percent of the total income in Canada. Surprisingly, of the 74.7 percent employment
income, wages and salaries constituted 70.3 percent, while self-employment and small

business income make up the remaining 4.4 percent.


https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1110013301
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410002701
https://www150.statcan.gc.ca/n1/daily-quotidien/210629/t002c-eng.htm

A Statistics Canada (2010) report also shows that employment income decreases
with age, but the proportion of Canadians with employment income at age 66 is 43.1
percent, while at age 75, it is 18.2 percent. It is concerning that so many Canadians
beyond normal “retirement age” are still working. A 2018 Statistics Canada report (see
Table 1.3) indicates that about 40 percent of persons aged 65-69 and almost 30 percent of
persons working at or beyond age 70 do so from necessity (Hazel 2018). These figures
suggest income support received from government transfers and employment standards
may be insufficient to sustain seniors’ living standards in retirement.

Table 1.3 - Working Past Age 60 (2017) — Choice or Necessity

By choice By necessity
60 years and over 51.0 49.0
60-64 years 40.7 59.3
65-69 years 59.7 40.3
70 years and over 71.6 28.4

Source: Statistics Canada, “Labour Force Survey”” Hazel 2018.

Statistics Canada data commissioned by the author indicate that 44.2 percent of
couple families over age 65 and 20.6 percent of individuals not in census families
reported employment or self-employment income in 2018. Even for those aged 75 and
over, 28.8 percent of couples and 20.6 unattached individuals reported some level of

employment or self-employment income (see Table 1.4).
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Table 1.4 - Couple Families and Individuals not in Census
Family reporting Employment or Self-Employment Income:

2018

Percent Couple Families Unattached individuals
65-69 59.6 38.2

70-74 41.9 23.5

75+ 28.8 11.8

Over 65 Total 44.2 20.6

Source: Statistics Canada (2021), "Composition of Household
Income: Couple Families and Individuals not in census families,”
private data run.

Another problem of pension inequality shows that the retirement income system
is disadvantageous to some income groups of Canadians, such as the self-employed and
employees in the private sector with limited or no pension plans. For example, Statistics
Canada data summarized in Table 1.5 show that average retirement ages in 2019 were 2.7
years higher for self-employed Canadians (67.1) than for private sector employees (64.4)

and 4.5 years higher than for public sector employees (62.6).

Table 1.5 - Average and median retirement ages by employment sector: 2019

All employees Public Sector Private Sector Self-employed
Average 64.3 62.6 64.4 67.1
Median 64.5 62.3 64.8 66.4

Source: Statistics Canada (2021), “Retirement age by class of worker, annual,” Table #
14-10-0060-01 (Ottawa: November 8).

These data suggest that for some retired Canadians are retirement income may not
be sufficient to maintain their pre-retirement living standards unless they seek full or
part-time work after age 65. However, it is important to recognize that some retired

Canadians work not because of inadequate income but because they want to be busy and
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active — consistent with data in Table 1.3. Another primary consideration is the impact of
inflation on the pension payout to seniors from declines purchasing power due to
inflation. Although extended periods of relatively high inflation during the 1970s and
1980s led the federal government to index CPP and OAS benefits to the consumer price
index (CPI), relatively few pension plans outside the core federal public sector have full
indexation and as noted above, fewer than 30 percent of Canadians outside the public
sector have employment pensions at all.

Despite repeated reforms to the RIS, many observers have expressed concerns
that Canadians are not saving enough for retirement. (McDonald and Donahue 2011;
Moore, Robson and Laurin 2010; Wolfson 2011) — although others are more optimistic
(e.g. Cross 2014; Hamilton 2015). The reason for focusing on Canadians' third source of
retirement income is that studies show that one-fourth to one-third of Canadians may not
be saving enough for their future, and they may depend on the public retirement income
system. The 2016 Statistics Canada Survey of Financial Security (SFS) indicates that the
proportion of senior households with mortgage or consumer debts increased from 9.9
percent in 1999 to 27.4 percent in 2016 (Uppal 2019), although the extent and levels of
debt increase significantly with income. This finding challenges traditional views that at
the age of 65, an average Canadian is expected to have housing or mortgage paid up and
has already acquired other assets such as stocks, bonds, and other investments, hopefully
appreciating in value. If overall retirement savings levels are adequate, few seniors
should be involuntarily seeking employment.

Furthermore, the expectation that employer-sponsored pension plans and the

public and private pension plans will cover the shortfalls of the public retirement system
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for Canadians are not valid for every senior for reasons noted above. These concerns
prompted Canada’s federal and provincial governments to introduce two sets of reforms
to the CPP in 2016, with implementation between 2019 and 2025. The reform in 2019
involves gradual enhancement by increasing CPP contribution rates by one percentage
point each for employers and employees over five years, which will increase the CPP
retirement pensions and post-retirement benefits. In 2024-25, a higher pensionable
earnings limit will be introduced, allowing the investment of an additional portion of
earnings to the CPP.

This thesis will be organized chapter by chapter, and it will be structured
according to the objectives of the research. Chapter one will focus on the introduction,
problem definition, and historical background of the research. The introduction will give
a brief discussion of what the thesis is about and what it plans to achieve; that is, it will
include a detailed thesis statement. It will also include some definitions of terms to give
the readers a description of the terms used as it applies to the objectives. The rationale is
to present a brief overview so that readers can, at first glance, understand what the thesis
is all about, while the problem definition will focus on the issues of the RIS and why it
matters. The historical background will analyze the history of the public retirement
income system and the goals it was set to achieve. The purpose of the background is such
that the reader can understand how the RIS evolved and how we got to where we are
today. Furthermore, chapter two will focus on the literature review, which focuses on the
views, studies, and opinions of academics, researchers, policymakers, government
officials, and how these different views and analyses of empirical data impact this thesis.

It is important to recognize people and authority in the pension world and what their

13



opinions or positions are, as it affects seniors' living standards and the pension inequality
that may be existing or could exist in the future if measures are not put in place to address
it.

Chapter three of this thesis will discuss the research methodology and sources
used for gathering data. The methods used for quantitative analysis will be discussed; the
scope, sample, and sample size will be stated in this chapter. It will also include the types
of primary and secondary data collected, the size of data, and sources of data. The
secondary sources are pre-existing data that have been previously analyzed and gathered
by different individuals or organizations, and the limitation of gathering the data will be
discussed. As a link to the research methodology outline in chapter three, the analysis of
the results from the data collected and the discussion of findings will be outlined in
chapter four. The results will determine if the hypotheses are true or false and analyze
how the results are linked to the research questions. The quantitative analysis results in
this thesis will be reviewed, and the discussion of findings will be used to summarize the
thesis. Chapter four will also discuss how the results from the research methodology can

be interpreted or translated into the RIS reality and how it affects seniors.

Finally, chapter five will discuss the limitations, recommendations, and
conclusions of this thesis. The limitation will outline the challenges or difficulties of the
research, such as limitations in gathering secondary data. This section will also provide a
recommendation that is needed to achieve the purpose of the thesis. If any, the
recommendation will state the proposed actions to be implemented in the RIS and the real
or potential pension inequality among retired Canadians. Lastly, the thesis's conclusion

will state the overall outcome and if the thesis achieved its objectives. In conclusion, this

14



chapter discussed the introduction of the thesis, the objectives of the RIS, and the
components of the first, second, third, and fourth pillars of the RIS. Also, it looked at the
definitions of RIS, and the definition of problems identified, some of which include
employment pension coverage and the pension inequality between the public and private

sector employees.
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CHAPTER TWO: HISTORICAL BACKGROUND, LITERATURE REVIEW

AND METHODOLOGY

In this chapter, the thesis will discuss the historical background of the RIS, literature
review and methodology. The historical background is essential to give understanding to
the situation the led to the creation of the RIS and the various years the components of
the RIS was established. It will also discuss what the RIS was created to achieve and the
changes or reforms that was implemented. Furthermore, the literature review will focus
on research and studies of policy analysts, and academics on the RIS. The objective of
the literature review is to show the finding of studies and research on what it recommends
on the adequacy of the RIS. The methodology will discuss the method of data analysis
this thesis will use for data gathering, analysis and interpretation of the adequacy of the
RIS.
Canada’s Retirement Income System: Historical Background
Every Canadian in the workforce will, at some point in their career, consider what life
will be like after retirement and seek out available programs to help maintain a sustained
lifestyle. To some extent, the federal government has met this expectation by creating
social insurance and social assistance programs to address older Canadians' needs.
Therefore, after decades of these programs, Canadians are still receiving income support,
although whether or not it is adequate for them is subject to debate.

Canada’s retirement income system has evolved greatly since its beginnings in the
decade after the First World War. Before the Second World War, private savings were
the primary source of older Canadians' retirement income. During this era, municipalities

and charities provided “relief” from poverty, including food and clothing, in the absence
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of social assistance or insurance programs — often a major financial burden during
periods of economic difficulty. The system proved incapable of dealing with the extended
crisis of the Great Depression (1929-39).

Efforts by social reformers led to federal legislation creating the first Old Age
Pension in 1927. This pension provided for federal cost-sharing for means-tested
provincial pensions targeted at lower-income seniors aged 70 and older (Dewetering
1990). However, the twenty years following the Second World War saw the introduction
of Old Age Security (OAS, 1952), Canada and Quebec Pension Plans (CPP/QPP, 1965),
the regulation of employer-sponsored pensions (1965), the Guaranteed Income
Supplement (GIS, 1967), and other tax-shelter savings such as RRSPs (1957) (Maser
2003: 12). A 1951 constitutional amendment provided an opportunity to reform the Old
Age Pension Act. It led to the enactment of the Old Age Security Act (OAS), a modest
income assistance program for Canadians 70 and older funded from dedicated federal tax
revenues (Mazer et al 2017). The OAS remained the main source of public retirement
income support to seniors aged 70 and older until 1966. Following Quebec’s
announcement of plans to create a universal Quebec Pension Plan (QPP) in 1964, the
federal government negotiated a partnership with other provincial governments to
establish the Canada Pension Plan (CPP), which took effect in 1966.The reason for the
partnership with provinces was because the OAS was introduced in 1952 subject to
provincial paramountcy. Therefore, the CPP was a deal between the federal government
and provinces requiring provinces representing a majority of the population to consent.
Provincial consent was necessary to change the plan for joint governance. Hence, the

federal government could not change the CPP without provincial consent. These two
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plans are contributory pension plans funded by employers and employees based on social
insurance principles. They were designed originally to replace an average of 25 percent
of workers’ earnings between the ages of 18 and 65 up to the level of the average
industrial wage ($ 5,000 in 1966; $ 57,400 in 2019; $ 64,900 in 2022), supplementing the
OAS (Mazer et al. 2017; Canada Revenue Agency 2020, 2021). Originally a “pay-as-
you-go” system, current workers’ (and employers’) contributions paid for current
retirement benefits. CPP benefits were indexed to inflation in 1974. But demographic
changes during the 1970s and 1980s revealed the downside of the CPP’s design: if
current contributions cannot pay for the cost of benefits, governments had to increase
contributions of workers and employers to make up the difference.

By the 1960s, the retirement income system had expanded to include the OAS,
GIS, CPP/QPP, and other federal and provincial social programs to address Canadians'
different needs. The CPP is only available to those who have worked and paid into the
plan (Lacasse 2017). It was not sufficient to maintain living standards, especially for
lower-income seniors. In response, the federal government created the Guaranteed
Income Supplement (GIS) in 1967 as a targeted tax-supported program for lower-income
seniors.
Developments Since 1970
The period of 1960 to 1970 saw the establishment of most of the programs of the
retirement income system. A series of policy initiatives and events impacting the
retirement system occurred from 1970 to 2020. However, the focus of this thesis will be
from 2000 to 2020. From 1980 and 2010, the primary policy debate that shaped the

discussion was on how to combine three major goals: first, anti-poverty and poverty
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reduction; second, maintaining and enhancing the sustainability of the CPP; and thirdly,
how to enhance income replacement through a combination of public and private pension
plans and other income supports. The period between 2010 and 2019 witnessed the fine-
tuning of the poverty reduction strategy and the adaptation of income maintenance to
changing labour markets and income maintenance needs for individuals and families,
particularly middle-income earners. Supplemental CPP benefits introduced in 2019 to be
phased in through 2025 will be discussed below.

Since the 1960s, there have been various reforms to the retirement income system
by both federal and provincial governments to provide Canadians with adequate income
and a reasonable standard of living in retirement. Some reforms expanded benefits or
reduced taxes on pension income, including exclusions of lowest earning years from CPP
calculations and splitting of CPP pension credits between spouses (1978). However,
chronic deficits also led to increased targeting of benefits, including repayment or
“clawback” of OAS for upper-income earners since 1989. As a result, some Canadians
postpone collecting their OAS benefits because more money received in retirement may
push a retiree into a higher tax rate bracket, which results in a tax clawback of 15 percent
for every $ 1,000 taxable income over a defined threshold ($ 79,054 in 2020). Another
change to the RIS resulted from increasing concern over the impact of demographic
aging resulting from the baby boomers retiring (see Table 2.1). The CPP, as a pay-as-
you-go system, originally was based on the payment of benefits for one generation from
the contributions of the future generations. The decline in the number of younger
Canadians entering the labour force created concerns over expected increases in the over-

65 dependency ratio, increasing costs for the future working population paying for
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benefits of currently retired Canadians. The dependency ratio (see Table 2.1) is the ratio
of individuals aged 65 and over to individuals of working age.
Table 2.1 - Age Dependency Ratio: Canadians 65 and over as percent of working

age population (15-64)

1985 15.0 2005 19.0
1990 16.5 2010 20.4
1995 17.7 2015 23.6
2000 18.4 2020 27.4

Source: World Bank; Federal Reserve Board of St. Louis (2021), “Age Dependency

Ratio”; https://fred.stlouisfed.org/series/SPPOPDPNDOLCAN.

Due to these concerns for fiscal sustainability, the pay-as-you-go system of
administering the CPP was changed to a system that would ensure
greater intergenerational equity in the 1990s, thus helping to reduce the level of inter-
generational transfers, which is the current working population paying for the retirement
benefit of retired Canadians. In 1997, the federal government negotiated changes to the
CPP pay-as-you-go system with provincial governments to move towards steady-state
financing. Steady-state financing helps build a reserve of assets to ensure that the ratio of
assets to expenditures is stable over time, helping to stabilize contribution rates for
workers and employers. The new funding system helped to ensure that the level of assets
to the level of expenditure would be stabilized by increasing contribution rates from 5.6
percent in 1996, divided equally between employers and employees, to 9.9 percent in

2003. The 1997 agreement also provided that future improvements in CPP benefits would
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be subject to incremental full funding, so that new benefits would be funded before the
benefit is received. Therefore, costs accrued from benefits earned and not paid are
amortized and cleared within a pre-defined period (Government of Canada 2016).

The most recent reform to the RIS in 2016 is the expansion of the CPP to cover
33 percent of workers’ average earnings (compared to the previous 25 percent), with the
additional benefit to be fully funded from additional contributions between 2019 and
2023. In addition, the CPP changes will increase the CPP’s Yearly Maximum
Pensionable Earnings (YPME) by a further 14 percent, also on a fully funded basis.
Although the unprecedented COVID-19 pandemic led the federal government to make
additional one-time payments to OAS and GIS recipients, the 2021 federal budget
announced a 10 percent increase in OAS benefits for seniors aged 75 and over,
suggesting recognition of inadequacies within the RIS. The following section
summarizes the academic and policy debates of 2010-16 with respect to the inadequacies
of and priorities for improvement of the RIS.

From the foregoing, the implication of the trade-off between and the shortcomings
of the various financing options implemented in the public retirement system such as the
CPP come to light. In a situation where the economy is not growing, an attempt to
increase compulsory savings is considered a bad policy strategy. As a result of this
implication, the best way of resolving this issue is to set aside savings for pre-funding
through investment to cover the cost that may accrue beyond and above the CPP
contributions; therefore, a steady-state financing becomes the solution for this problem.
On the other hand, fully funded financing of the option may be the best option, but the

downside is the waiting period for investment income for people in the private sector and
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the self-employed. Canadians expect that the public retirement income will not provide
all their financial needs, but it should at least sustain their pre-retirement living standards
such that they do not have to seek employment to support what they receive from the
RIS.

ASSESSING THE EFFECTIVENESS OF CANADA’S RETIREMENT INCOME

SYSTEM: LITERATURE REVIEW

This section focuses on reviews of different studies and research done by academics,
policy analysts, and government agencies involved in the retirement income system. Its
purpose is to analyze the adequacy of the RIS and what may be considered as the
appropriate relationship between pre-retirement income and post-retirement income for
maintaining pre-retirement living standards at retirement. This section also discusses the
discrepancies of pension coverage between the public and private sector employees and
the dynamic of savings and investment as a significant component of the RIS's third
pillar.

Two tests of RIS adequacy noted earlier are its capacity to protect Canadians from
poverty in retirement and its capacity to maintain pre-retirement living standards,
especially for middle-income Canadians. There is a fairly broad consensus among
analysts that the RIS has evolved in ways that meets both sets of objectives for lower-
income Canadians. Social policy analysts use several different parameters: including the
Low-Income Measure (LIM), the Low-Income Cutoff (LICO), the Market Basket
Measure (MBM), and Gross and Net Income Replacement ratios. Statistics Canada
(2012) defines the LIM as 50 percent of median adjusted household income in different

parts of Canada. The LIM is a relative measure of poverty which is adjusted for
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household size, recognizing that income needs increase with household size. The Low-
Income Cut-Off, a consumption-based measure, is based on the percentage of individuals
or households who spend at least twenty percent more of their income on food, clothing
and shelter than the average family. A 2012 Conference Board study (2012) notes that the
proportion of seniors with after-tax incomes below the LICO dropped from about 30
percent in 1976 to 5.3 percent in 2010. Seniors in this category will be able to maintain
their pre-retirement living standards and are less likely to be involved in involuntary
employment.

The Market Basket Measure (MBM) is the measure of low income analyzed from
the costs of a specific basket of goods and services, which shows Canadians' basic
standard of living in different communities across Canada. In 2018, the Trudeau
government formally adopted the MDM as Canada’s official poverty line in its
“Opportunity for All” poverty reduction strategy (Employment and Social Development
Canada 2021). Table 2.2 notes the percentage of persons aged 65 and over in low income
based on this calculation. At the peak of the 2010s economic cycle in 2019, the
proportion of Canadian seniors in poverty had dropped to 5.4 percent, 2.8 percent of
those in “economic families” comprised of more than one person. Poverty rates for
unattached seniors remained somewhat higher, at 11.7 percent, but have declined
substantially since 2015. These data demonstrate both the sensitivity of poverty
measurements to technical factors and the greater economic vulnerability of single

seniors.
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Table 2.2 - Persons in Low Income: Market Basket Measure

(percent) 2015 2019
All persons 14.5 10.1
Persons 65 years and over 7.0 5.4
* in economic families 33 2.8
* not in economic families 17.0 11.7

Source: Statistics Canada (2021), "Persons in low-income by

age, sex and family type,” Table # 11-10-0135-01. Ottawa:

November 10.
This literature review also analyzes the concepts of Gross Replacement Rate (GRR) and
Net Replacement Rate (NRR): the ratios between pre-retirement income and post-
retirement income before and after taxes respectively. Different analysts have held
different positions on the appropriate target for income replacement rate to guarantee pre-
retirement living standards at retirement. They all agree that there must be income
replacement to maintain pre-retirement living standards. However, they differ on the
percentage of pre-retirement income needed to sustain living standards.

The expected Gross Replacement Rate (GRR) for pre-retirement income required
to maintain living standards after retirement is widely estimated at 70 percent, taking into
account the anticipated drop in spending and various taxes after retirement, although this
figure is contested (Kesselman 2010; Cross 2014; Baldwin 2020). Another factor to
consider in determining the adequacy of the RIS is the Net Income Replacement Rate
(NRR). Kesselman (2010) posits that Canadians retiring are likely to desire an NRR of

100 percent because it is based on consumption, and it may correspond to levels

24



comparable to 70 percent of GRR. Cross (2014) estimates that a GRR of 70 percent is the
approximate income required to sustain 100 percent NRR for consumption at retirement.
However, he disagrees that the GRR of 70 percent should be the target goal of Canadians
because in analyzing consumption levels, he believes that consumption drops after
retirement. He suggests that most retirees only need to replace an average of 50 percent
GRR, and that actual GRR needs will range from 30 percent and 70 percent depending on
consumption patterns of households at different income levels. Based on these analyses,
to replace 100 percent NRR, 70 percent of GRR is considered normal and satisfactory to
sustain seniors’ living standards, although the more, the better.

However, in practical reality, at least three questions arise: whether the 70 percent
target GRR is achievable in adverse economic situations; whether it can be sustained over
time given Canadian inflation rates; and whether the RIS is adequate to meet this
threshold over time. The capacity of the public pension system, including the OAS, GIS,
and the CPP/QPP, to meet a target GRR of 70 percent is doubtful for middle-income
Canadians. Canadians’ median after-tax income in 2019, including both economic
families and unattached individuals, was $ 62,900. However, non-senior families (those
whose highest earner was under 65) and senior families with highest earners over 65
reported median after-tax incomes of $ 93,800 and $ 64,300, respectively. Median after-
tax incomes for unattached individuals over and under 65 were $ 33,800 and $ 29,500
respectively (Statistics Canada 2021. The 70 percent of GRR at retirement is unlikely to
be met probably because of the decline in employment income at retirement and because
not all retired Canadians have access to employer sponsored pensions plan and savings in

RRSP and investment income may be significantly affected due to rising inflation.
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Baldwin (2017) estimates that the public pension system will fully replace the pre-
retirement income to about one-half of the average wages and salaries. However, for
those at the average industrial wage, Cross (2014) argues that the public pension system
was established to replace 40 percent of pre-retirement income.

This analysis raises the question of where the remaining percentage comes from
and how it can be made available to Canadians in middle-income groups. Lower-income
individuals are those with household after-tax incomes below half of the median after-tax
income, adjusting for household size, are in the bottom (first) quintile of the income
distribution statistics. Middle-income groups are composed of families and unattached
individuals in the second, third, and fourth quintile of the income distribution statistics
surrounding the median after-tax income noted above. For purposes of this analysis,
upper-income groups are families and unattached individuals in the top (fifth) quintile of
the income distribution. These households have after-tax incomes of more than $142,100
annually in 2017 (Statistics Canada 2017).

There are different positions on RIS adequacy for lower-income groups, starting
with the public pension system. Mintz and Wilson (2013) note that the public pension
system was created to reasonably provide an adequate replacement ratio for lower-
income groups, and that the replacement rates are higher for those in the lower-income
quintile. Kesselman (2010) estimates that the replacement rate for the lower-income
group approaching 100 percent, although these figures vary with the family size, cost of
living, housing, and household income. However, as pre-retirement income increases, the
replacement ratio provided by the public pension system decreases, raising concerns for

middle-income and upper-income groups. However, Kesselman also notes that the
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middle-income group experienced a replacement rate of 60 percent compared to the
lower-income group while replacement rates for the upper-income group were less than
60 percent. Therefore, these analyses lead this thesis to focus on the adequacy of the RIS
for middle-income families, particularly the third pillar of the RIS.

The third pillar of the RIS includes the employer-sponsored pension plans, also
known as RPP, private savings, and investment. The RIS was established on the
assumption that Canadians are saving for their retirement, and the tax support for
retirement savings is provides incentives to supplement their savings, which will enable a
reasonable living standard in retirement. The Registered Pension Plan (RPP) is a vital
piece of the RIS. Baldwin (2016) has noted that RPP participants have a higher capacity
to maintain their living standards at retirement; 84 percent of workers with RPPs are on
the path of maintaining their living standards compared to 63 percent of those with no
RPP. He also argued that young Canadians aged 24-54 with middle to high incomes that
do not satisfy the retirement readiness standard are those least likely to have access to
RPPs. The importance of the RPP cannot be over-emphasized. Cross (2014) supports this
view, noting that most public service defined benefit pension plans replace up to 70
percent of pre-retirement income. However, most private sector employees, who make up
79.6 percent of the labour force, have limited access to defined benefit pension plans as
noted in Chapter 1. Therefore, public sector participation in RPPs (mainly defined
benefit) remains high while the private sector participation in RPPs is in decline; only
22.4 percent of private sector employees participated in RPPs in 2019.

That said, limited reliance on RPP access makes most private sector workers and

self-employed persons more dependent on other savings and investment income to
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prepare for retirement. However, this process comes with diverse challenges, not least
whether many of these Canadians are saving enough for retirement. Mintz and Wilson
(2013:6) state that some individuals with modest incomes do not save enough to provide
for adequate retirement income replacement because of some combination of job loss,
family breakups, poor investment returns, and poor saving culture. This assessment raises
concerns that many working Canadians are not making adequate provisions for their
future retirement income. Moore, Robson and Laurin (2010) also share this view. They
state that 44 percent of current 25-30 year olds are on a path to experience a sharp
reduction in their living standards during retirement, and that 30 percent of middle to
high-income households are most likely not saving enough to prevent a substantial
decline in their retirement living standards. A key element of this concern is whether the
RIS can support the living standards of older Canadians where the third pillar is
insufficient or non-existent. Conversely, Cross (2014) challenges the assumption that
Canadians are not saving adequately for retirement as faulty. He argues that analysts
should look beyond the pension system to assets including home equity, non-tax
preferred accounts, and to prospective income from social programs, which provide
financial and support to Canadians. Furthermore, for the percentage of middle to upper-
income groups who are saving and investing in the future, unforeseen economic shocks
like inflation and disruptions from the coronavirus pandemic may undermine retirement
savings — particularly for persons who lose jobs or businesses. As a result, future retirees
will most likely face increasing income deficiencies after retirement (Kesselman 2010).
Reflecting on concerns that Canadians are not saving enough, Hamilton (2015)

notes that the Ontario government cited poor savings among Canadians living in Ontario
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as the main reason for proposing an Ontario Retirement Pension Plan (ORPP), which
created the political conditions for Canada Pension Plan expansion after 2018. Hamilton
concluded that 70 percent of gross income replacement is not realistic because many
workers are not meeting their existing savings goals. Moreover, he stated that household
savings have declined since the 1980s and remained at an average of 4 percent for the 20
years after 1990. Retirement savings declined from 11.7 percent to 5.2 percent of income
between 1990 and 2012. In addition, the belief that most Canadians are saving for
retirement in the Registered Retirement Savings Plan (RRSP) is overstated as relative
contributions to the RRSP have been decreasing since the mid-1990s. After all, younger
Canadians are using it or diverting their RRSPs into homeownership and less on
retirement. Tax-Free Savings Accounts (TFSA), which were introduced in 2009, may be
used for purposes including but not limited to retirement savings. Canadians between the
ages of 20 and 65 contributed $22.5 billion to TFSA and withdrew $8.8 billion in 2012,
(Hamilton 2015).

The fact that some analysts are of the opinion that Canadians' savings are rising
and not falling does not prove that they are saving enough (Hamilton 2015). Cross
(2014) stated that the assumption underlying CPP expansion that Canadians are not
saving enough is faulty. He contends that Canadian households currently save more than
10 percent of their incomes with a large portion of their saving targeted at retirement.
Indeed, he seems to think that the average Canadians are saving too much for retirement.
However, Wolfson (2011) states that Canadians born between 1945 and 1970 might
likely experience a 25 percent decrease in living standards when they retire due to the

limited income available to them. He recommends more reforms to the pension system.
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There are concerns that these trends may pose severe challenges to future retirees,
and many may not be able to sustain their living standards. Wolfson (2011) points to
evidence that one-fifth of Canadians may not have sufficient savings in the form of
Registered Pension Plans (RPP) and Registered Retirement Saving Plans (RRSP) to
replace 90 percent of their pre-retirement consumption. Moore, Robson, and Laurin
(2010) agree that if this existing trend of poor savings behavior continues, working
Canadians will be at risk of a significant drop in their living standards when they retire.
Furthermore, the differences in the performance of the third pillar of the RIS noted in
Chapter 1 show its inadequacy even though it may help lower-income Canadians to
maintain their living standard in retirement.

However, sizeable numbers of middle-income individuals and families are at risk
of decreasing living standards in retirement because they rely on voluntary savings for
most of their retirement income (Moore, Robson, and Laurin2010). According to Peter
(2002), the resultant effect of poor savings among Canadians is that some individuals
need to delay their retirement because they lack the financial capacity to adequately
support themselves in retirement due to low saving rates and declining RPP participation.

The pay-off from this is the huge fluctuation of savings results in an inability to
achieve a suitable retirement income. As noted earlier, pension inequality is a major
factor in individuals’ decisions to either to retire early or delay their retirement. For
example, it results in early retirement date for individuals with direct benefits pension
plan, and later retirement date for individuals with weak pension options most especially
the self-employed. Public servants who participate in defined benefit RPPs are retiring at

a median rate of 3.8 years earlier than private sector employees and 4.8 years earlier than
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the self-employed. (Cross 2014). Beach (2008) and Peter (2002) also note that because
people have not saved enough for their retirement, older workers may feel the need to
continue working longer so that they can supplement the shortfall of their retirement
savings. Statistics Canada data (2016) show that in May 2016, the employment rate of
Canadians 65 years and older stood at 13.9 percent, which is an increase from 8.4 percent
in 2001. In 2015, 19.8 percent of Canadians aged 65 and older worked during the year,
almost one in five; a majority of these Canadians are private sector employees.

However, Cross (2014) stated that savings inadequacy to replace pre-retirement
consumption should not be the focus because Canadians do not need to replace all their
gross working income after retirement because expenses and consumption decline for
retired Canadians. Furthermore, Cross (2014) claims that Canadians have adequate
savings and argues that there is no retirement income crisis for the current generation
because a significant number of Canadians are well satisfied with the system. However,
this position is open to challenge because of the low private saving rates. Therefore,
Cross (2014) focused more on the current retirees and does not adequately consider the
sustainability of the RIS and the future of working Canadians.

Moore, Robson and Laurin (2010) find that there are significant proportions of
newly retired Canadians who will not be capable of meeting their three-quarters of the
average pre-retirement consumption level. This trend is expected to triple in the next 40
years, and if this situation continues without remedy, by 2046-2050, 44 percent of
workers currently between the age of 25 and 30 years will have major difficulties in
sustaining their pre-retirement living standards. Therefore, the pension policy of

encouraging private pension plans, such as employer-sponsored pension plans, must be
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structured to address this risk. Data showing that 40 percent of seniors 65-69 work out of
necessity demonstrate an involuntary search for employment by older Canadians already
in this situation.

In conclusion, this chapter focused on the historical background of Canada’s
retirement income system, discussed the origin of the various policies of the government,
which include the origin of OAS/GIS, the CPP, and other social policies and social
insurance initiatives of the government aimed at providing retirement income to seniors.
It also discussed the development of the retirement income system since the 1970s, which
saw the beginning of major policy reforms of the RIS, and it analyzed this thesis by
assessing the effectiveness of Canada’s retirement income system through literature
reviews of academics and policy analysts and determined that the 70 percent GRR was
the threshold of pre-retirement income necessary to sustain living standards in post-

retirement.
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CHAPTER THREE: RESEARCH QUESTIONS AND METHODOLOGY
The Research Questions
This chapter informs the main research question for this thesis: to what extent does the
adequacy of the RIS depend on future employment income at retirement for middle-
income Canadians. According to Statistics Canada (2016), one in five Canadians aged 65
and older, about 1.1 million seniors, worked during the year in 2015, and 5.9 percent
worked full time. This report also shows that 53.5 percent of senior men worked, 22.9
percent full-time.
Table 3.1

Percentage of Senior Men and Women Working between 1995 and 2015

Seniorsatage 70 1995 2015
Men 5.4 8.8
Women 6.4 17.1

Source, Statistics Canada (2016)

For both part-time and full-time employment, many senior men continue to work
at age 70, increasing from 5.4 percent in 1995 to 8.8 percent in 2015. In 2015, almost
four in ten senior women (38.8 percent) were working at age 65, and the percentage of
senior women working at age 70 rose almost three times from 6.4 percent to 17.1 percent
between 1995 and 2015. However, the increase in work was more for part-time than full-
time employment. This report also stated that employment income was the primary
source of income for 43.8 percent of seniors who worked in 2015, particularly the 70.3
percent of seniors of that group who worked full time. Surprisingly, seniors’ employment

rates show a consistent increase from 1995, 2005, and 2015. In May 2016, the
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employment rate of seniors aged 65 and older was at 13.9 percent, an increase from 8.4
percent in 2001. For seniors who are part-time workers, one-third of them had
employment income as the primary source of income, significantly more than in 1995
and 2005.

The rationale for this inquiry is that significant numbers of Canadians are at the
retirement age of 65 and are still gainfully employed or searching for employment and
the motivation for this behaviour requires analysis. Subsequent reports (e.g. Hazel 2018)
have assessed whether seniors are working by choice or necessity. Some of the reasons
leading to this trend are increased education, life expectancy, and changes in financial
status and obligations. Other factors to consider are the impact of the 2008/2009
recession, declines in private sector pension coverage, and changes in the extent and kind
of pension coverage, including changes from defined benefit to defined contribution
pension plans in the private sector. The pension reform debates from 2010 to 2018 form
the basis of addressing this research question. Statistics Canada (2016) indicates that
fewer older Canadians have private retirement income, and those without pension plans
are more prone to continue working past age 65. Seniors without RPPs or savings are 1.5
times more likely to work full-time than those with pension plans. The report shows that
pension inequality is such that 40.6 percent of seniors without pension plans (RPP)
income worked in 2015 compared with 23.9 percent with RPP income. Therefore, the
research will look into potential pension inequality between the public sector and private

sector employees.
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The research hypotheses include the following:

1. Seniors’ need to pursue or maintain employment (or self-employment) after age 65 is
likely to be inversely proportional to their ability to maintain pre-retirement living
standards as measured by Income Replacement Rates.

2. If employment beyond age 65 is involuntary, relative reliance on employment income
as a share of total income is likely to be inversely related to levels of private pension and
RSP income.

This research will examine whether these hypotheses are true or false and make

recommendations for each scenario.

The Research Methodology

Quantitative analysis involves data collection on multiple sources of income of the RIS
showing income data to analyze the incomes of Canadians, both unattached individuals
and households, for Canada and across selected provinces from selected years of 2000,
2005, 2010, 2015, and 2018. Data are from primary Statistics Canada sources rather than
secondary sources. Primary data sources involve databases and tables obtained from
Statistics Canada.

The Longitudinal Administrative Data (LAD) is an alternative approach to source
for data, but it will not be used in this thesis for reasons subsequently noted. However,
Ostrovsky and Schellenberg (2009) describe LAD as a methodology for accessing data
derived from taxation data. Also, Statistic Canada states that the LAD includes a wide
variety of data on income and demographic variables that are derived from the annual tax
file provided by the Canada Revenue Agency (CRA). However, Ostrovsky and

Schellenberg (2009) noted the shortcomings of LAD, notably that it does not allow RRP
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members and non-members to be distinguished based on the retirement income they
receive at retirement. Therefore, RRP members and non-members could be identified
through their RRP contributions during their working years or while they are still in the
workforce. The Lifepaths model is a sophisticated simulation tool developed by Statistics
Canada (Moore, Robson, and Laurin 2010). It is also a model of individuals and families,
and it creates a statistically representative sample of the complete lifetime of individuals.
However, unfortunately, Statistics Canada has discontinued the Lifepath project, and the
Lifepath model is no longer supported as a statistical tool for analysis. Hence, this thesis

will not use the LAD for analysis.

The data are analyzed for different economic, social, and demographic categories
such as household income, age groups, income quintiles. The custom data commissioned
from Statistics Canada include segmented data of seniors ages 55-59, 60-64, 65-69, 70-
74, and 75 years and older. However, the outcome of the analysis was not based on the
binary result, which is 0 or 1 because of Canada and Canadians' diverse socio-economic
groups, locations, and opportunities. The quantitative analysis included both independent
and dependent variables. The independent variables are the variables that stand alone and
cause changes in the results of the analysis. The independent variables to be considered in
this research are Gross Replacement Rate (GRR), family structure, and income quintile.
The thesis uses the GRR as an independent variable because the decision of seniors to
work beyond age 65, either full-time or part-time is partly a reflection of their inability to
maintain incomes close to pre-retirement levels without working full-time or part-time. It
is a function of my hypothesis that employment income is an outcome of the GRR. The

Gross Replacement Rate (GRR) is the ratio of the sum of all retirement income sources

36



such as CPP/QPP, OAS, Dividend and Interest Income, Private Pension, Registered
Retirement Savings Plan (RRSP), Other Income, and Other Government Transfers to
total pre-retirement income. This analysis includes other government transfers in its
analysis because Statistics Canada data indicate that it comprises a major source of
retirement income reflecting both the number of Canadians receiving it (75.9 percent of
couple families and 49.9 percent of unattached individuals 65 and over) and the
significant share (2.6 percent) it contribute to Canadian seniors’ post-retirement income,
especially across lower (11.6 percent) and middle (Q2: 7.6 percent; Q3: 4.5 percent)
income quintiles for post-65 age cohorts, as noted in Table 3:1. The GRR was used as an
independent variable instead of the Net Replacement Rate (NRR) because the average
effective tax rate does not provide a clear picture of the income quintiles and the NRR
does not capture the diversity of taxpayers and household circumstances within each of

the income quintile.

Table 3.2 — Other Government Transfers as Percentage of Income for Households,
Persons over Age 65: 2018

Percent, over-55 income quintile

Q1 Q2 Q3 Q4 Q5
All over 65 households 9.3% 7.0% 3.5% 1.6% 0.5%
Households 11.8% 7.6% 4.5% 1.6% 0.5%
Unattached individuals 9.1% 6.8% 2.7% 1.5% 0.6%

Total
2.6%
1.6%
3.9%

Source: Statistics Canada (2021), Sources of Income for Households, Unattached Individuals

over age 55; private data sort.

The dependent variables are variables that do not stand alone, rely on other

factors, and can be analyzed in relation to the independent variable to arrive at a specific

result in analysis. The dependent variables for this research include employment income
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at retirement. Other variables include both endogenous and exogenous factors in the data
analysis. Endogenous variables are the variables within the RIS which directly influence
the operations and performance of the system. They include taxes, savings, and family
structure for those in retirement, labour force composition, and others. In contrast,
exogenous variables are outside the RIS, and examples include unemployment, labour
force attachments, life expectancy, cost of living, and other factors. The quantitative
method used comparative data analysis to show the relationship between all the variables,
both the independent and dependent variables identified for this research. The data
analysis of these variables shows how it represents the relationship among the variables
regarding measuring the adequacy of the RIS for middle-income Canadians. The data
analysis is expected to show the adequacy of the GRR without employment income
assuming pre-retirement income within the age cohorts identified are 55-59 and 60-64,
while post-retirement income is ages from 65 years and over. The thesis analysis also
compares pre-retirement living standards of Canadians to actual post-retirement living
standards. Data on middle-income groups are analyzed, and brief attention is given to the
upper-income group. However, the focus of this thesis is on middle income Canadians —
those in the second, third, and fourth income quintiles -- focusing on variations in total
incomes and various sources of income across selected provinces for both individuals and
household income. Additional attention is given to the relationship between household

income and investment income.

The rationale for the focus on middle-income earners is that Statistics Canada
shows that poverty levels among seniors are low and in decline: 4.9 percent in 2016, 3.9

percent in 2017; 3.5 percent in 2018. Poverty rates remain significantly lower 1.7 percent

38



in 2018 for seniors living in families than unattached seniors (7.9 percent) (Statistics
Canada 2018). Poverty rates declined from 2016 to 2019, but further analysis is needed to
determine what led to this decline, what components of the RIS led to the decline, what
proportion of the middle-income group is affected by it, and how can it be sustained
without undue disadvantage to seniors while at the same time bridging the gap of pension

inequality.
Research Informing the Main Research Questions

LaRochelle-Cote, Picot and Myles (2010) indicate that one-quarter of middle-income
Canadians had a gross income replacement rate below 60 per cent in their mid-seventies.
The decline of average family income with age may lead to a decline in their living
standards in retirement. This is the concern raised in the first research hypothesis which
assesses the need for Canadians aged 65 or older to seek employment to sustain their
living standards. The outcome of this analysis will depend on the relative importance of
employment income relative to various elements of the RIS, not least relative levels of
retirement pension income across different income groups, which in turn will reflect
differences in the levels and quality private pension coverage. Ostrovsky and
Schellenberg (2010) state that there has been a declining rate of pension coverage,
especially in the private sector, as noted in previous chapters. Lastly, the second
hypothesis states that the RIS is not favourable to the private sector employee and self-
employed. The thesis tries to ascertain the validity of this hypothesis because, according
to Ostrovsky and Schellenberg (2009), Canadians in their forties and fifties who are
members of private pension plans expect to retire earlier than non-members who are

mainly in the private sector and self-employed. They also state that private pensions are
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predicated on labour force participation and the collection of employment income, and
that private pensions are positively correlated with income. Given the historically greater
continuity and security of employment of public sector workers, who are generally
covered by defined benefit pension plants, private sector employees and self-employed
people are in a disadvantaged position. Morissette and Qui (2020) posit that short-term
income decreases have been consistently higher for displaced workers approaching
retirement. Private sector employees are more likely to be displaced from their
employment which will negatively impact their ability to save and invest. Coupled with
economic uncertainties such as inflation, unemployment, and economic downturn that
result in adverse effects on financial markets, they are thereby at greater risk of severe
declines in investment income. This thesis will also use quantitative analyses to help
determine the extent to which the RIS maintains pre-retirement living standards for
seniors in the middle-income group. Specifically, its objective is to determine relative
levels of employment income among seniors, related factors affecting pension inequality,
and the adequacy of the RIS. It is essential to state that some private sector workers,
whether unionized or not, have the privilege of accessing employer-sponsored pension

plans but only represent a fraction of all private sector workers as noted in Chapter 1.

This analysis will address the future of the RIS and how real and potential pension
inequality may be resolved to ensure fairness and equity in income distribution among
seniors to improve living standards at retirement. Furthermore, the methodology of this
research is such that the GRR, which is a sum of all sources of retirement income as a
percentage of pre-retirement total income, was divided by the total number of households

and unattached individuals for each age cohort to arrive at the average income for each
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cohort in a given period. Hence, the GRR for a given year is derived by dividing the
average income of the current year period by the previous baseline period to arrive at the
percentage rate of GRR using the year 2000 as the base period. In this methodology, to
ascertain the impact of investment income on retirement, the “fourth pillar” of the RIS,
the GRR, was separated between GRR with investment income and GRR without
investment. However, GRR with investment income was used as the major analysis for
this research because investment income is also a source of retirement income. It was
assumed that retired Canadian within the age cohorts possess at least one form of
investment income, such as dividend and interest income and other income. However,
dividend and interest income appear to be a major source of investment income compared
to other income in the data provided. Other income includes net rental income, alimony,
net limited partnership income, and registered disability savings plans (RDSP) income.
Other sources of income not included in this research are veteran disability payments,
dependent pensioner payments, war veterans' allowances, lottery winnings, and capital

gains.

Income earners are categorized into five quintiles (Q1, Q2, Q3, Q4, and Q5),
where Q1 is the low-income group and Q2, Q3, and Q4 are the middle-income groups.
Q5 is the upper-income group. This research focuses on Q2, Q3, and Q4 due to the
findings of the literature (confirmed by thesis findings) that, on average, retired
Canadians in Q1 have 100 percent GRR, while the RIS assumes that members of Q5 have
sufficient income sources from and beyond the RIS to provide reasonable levels of

retirement income security.
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The cohorts for this research are divided into five-year age groups, starting at age
55: i.e. 55-59, 60-64, 65-69, 70-74, and 75 years and over. Age 55-59 is used as the base
age cohort because some Canadians within this age group may choose to retire even if
not eligible for CPP/QPP. A large proportion of Canadians in this group would still be
working compared to other cohorts. The years covered in this research were based on the
selected years between 2000 and 2018, specifically 2000, 2005, 2010, 2015, and 2018.
The sample years end in 2018 because it is the latest year for which there are available
data from Statistics Canada for all variables. The thesis also analyzes data from Canada
and selected provinces to determine how much variation there is between provinces.
Provinces analyzed include lower-income provinces such as Quebec and Nova Scotia,
middle-income provinces such as British Columbia, upper middle-income provinces such
as Ontario, and upper-income provinces such as Alberta. As a key variable, the family
structure is divided between households (couple families) and individuals not in a census
family. The age cohort of households is based on the youngest member, 55 years old and
over. Persons not included in households are unattached or individual seniors. In the
regression table for analysis, couple families or households were represented by 1 while
unattached persons by 0 because a person either shares a household with a family
member or not. Employment income includes wages, salaries, and commission and net

self-employment income.

Furthermore, the research methodology of this thesis will compare employment
rates in Canada and the selected provinces by considering the percent of age cohorts
employed during selected years of 2000 and 2018, starting from 60-64 cohorts. It

excludes 55-59 cohorts because most middle-income Canadians are still employed and
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are not eligible for some retirement benefits such as the OAS/GIS and CPP benefits are
reduced. The purpose of comparing the employment rates is to test for the relative
consistency of changes over 18 years between Canada and the selected provinces. The
data analysis will also focus on the GRR with and without investment income for middle-
income couple families and unattached individuals. It will determine the adequacy of the
RIS by comparing the GRR of middle-income Canadians of age 65-69 in 2010 with age
55-59 in 2000, and it will compare the GRR of 70-74 age cohort in 2015 with 55-59 age
cohorts in 2000 for Canada and a comparative analysis with the selected provinces. The
rationale for this analysis is to determine the relative adequacy of RIS as the source of
income replacement over time. Starting with 2000 as the base year and 55-59 as the base
age cohort and comparing the GRR of middle-income Canadians for 10-year and 15-year
periods to know if they are better-off or worse-off after 10 years and 15 years into
retirement. However, it is anticipated that the GRR figures across the age cohorts and
income quintile might rise above 100 percent if there is a rising RIS income level over
time and if labour force attachment continues to 60-64 age cohorts. Another reason is that
there is no clear picture of inter-cohorts’ mobility as seniors age or passes from married

to unattached status and vice versa.

Finally, the data analysis will analyze the percentage with income source and
percent by income source for both couple families and unattached individuals across the
middle-income quintile in 2018 to determine any significant changes in the RIS income
sources for Canada and the selected provinces.

In conclusion, this chapter focused on the percentage of senior men and women

working between 1995 and 2005 and established the two research hypotheses. The
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research methodology took a central focus of this chapter, and in the process, it discussed
the use of LAD as an alternative approach to data analysis and the challenges of using the
LAD. As a result, the LAD will not be appropriate for this thesis. It also discussed and
identified the various RIS income sources, the components of the GRR, and the rationale
for including other government transfers as part of the RIS. Furthermore, a brief
discussion on research informing the main research questions and how the data generated

will be analyzed was discussed in this chapter.
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CHAPTER FOUR: ANALYSIS AND INTERPRETATION OF DATA
This chapter summarizes and analyzes data from a custom income data set commissioned
by the author from Statistics Canada. This analysis includes tables and graphs showing
variations in distributions and sources and incomes between couple families and
unattached individuals aged 55 and over. It also shows the extent and sources of
employment income by income quintile and age cohorts, along with Gross Replacement
Rates (GRR) of pre-retirement income to assess the relative adequacy of the RIS. This
data also compare and interpret national outcomes with those in selected provinces. The
analysis in this chapter also compares trends in levels and composition of income for
older Canadians in five-year age cohorts 55 years of age and older between the years
2000 and 2018.

As noted in Chapter 3, the principal data source is a custom data set
commissioned by the author from Statistics Canada which indicates the number, incomes,
and sources of income of couple family households and unattached individuals, sorted by
income quintile, across Canada and in five “representative” provinces (Ontario, Quebec,
Alberta, British Columbia, and Nova Scotia) in years 2000, 2005, 2010, 2015, and 2018.
The analysis in this chapter focuses mainly on Canada-wide data. However, it also
compares income data in selected provinces to determine levels of inter-provincial
variations which may be policy relevant. Among other things, it identifies income
patterns among age cohorts which indicate major sources and distributions of income for
Canadians beyond age 65. The data analysis focuses on various RIS sources and
compares the composition and impact of the RIS on different groups between 2000 and

2018 to determine if the RIS has been effective in reducing poverty and maintaining pre-
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retirement living standards among retired Canadians. As previously discussed,
employment income may supplement the RIS system, and is a factor that reflects the
relative adequacy of the RIS. In other words, this thesis discusses the influence of RIS
adequacy on employment income.

The amount of employment income generated among seniors depends in part on
the labour force participation rates of older Canadians even in nominal retirement. The
data in this chapter also note trends in household composition after age 65, summarized
in Table 4.1. The total number of households (including unattached individuals) over age
55 increased by 67.4 percent between 2000 and 2018. The overall proportion of couples
in households remains quite consistent during this period. However, the proportion of
unattached persons to couple families generally increases with age from near parity in the
55-59 age cohort. The ratio of unattached individuals to couple families declined from
3.73: 1in 2000 to one of 2.65: 1 in 2018.

The number of couple families in households compared with unattached
individuals consistently declined across the age groups from Ages 55-59 to 75 and over
for Canadians in the first income quintile from 2000 to 2018. However, there was a slight
difference in 2018, where the age increased in the age group 55-64 and declined sharply
from 65-69 to 75 and over. There is also a slight difference for the unattached individuals
in the first income quintile. The data show that though the number of individuals declined
for age groups 55-59 to 70-74 from 2000 to 2015 except for 2018, where the number
increased for age group 60-64 and later declined for the subsequent age groups. The age
group of 75 and over showed an interesting twist by a significant increase in the number

of unattached individuals that almost doubled in 55-59 to 70-74 cohorts.

46



Table 4.1 - Canada’s Household Composition, Canadians 55 and
over, 2000, 2018

% of % of % growth:

55 & over 2000 households 2018 households 2000-18
Couple Families 1,517,760 43.0 2,599,340 44.0 71.3
Unattached persons 2,014,370 57.0 3,314,880 56.0 64.6
Total Households 3,532,130 100.0 5,914,220 100.0 67.4
55-59

Couple Families 371,990 10.5 537,040 9.1 44.4
Unattached persons 287,020 8.1 543,660 9.2 89.4
Total Households 659,010 18.7 1,080,700 18.3 64.0
60-64

Couple Families 350,150 9.9 617,090 10.4 76.2
Unattached persons 260,520 7.4 556,250 94 1135
Total Households 610,670 17.3 1,173,340 19.8 92.1
65-69

Couple Families 318,290 9.0 555,410 9.4 745
Unattached persons 283,260 8.0 528,270 8.9 86.5
Total Households 601,550 17.0 1,083,680 18.3 80.1
70-74

Couple Families 244,680 6.9 433,560 7.3 77.2
Unattached persons 315,330 8.9 477,920 8.1 51.6
Total Households 560,010 159 911,480 15.4 62.8
75 & Over

Couple Families 232,630 6.6 456,250 7.7 96.1
Unattached persons 868,250 24.6 1,208,780 20.4 39.2
Total Households 1,100,880 31.2 1,665,030 28.2 51.2

Source: Statistics Canada (2021), Household Income by Age Group and Income Quintile,
custom data set.

Table 4.2 summarizes the distribution of couple families and unattached
individuals across income quintiles in 2000 and 2018. The first (lowest income) quintile
is disproportionately composed of unattached individuals (89.3 percent in 2000; 92.1
percent in 2018). The fifth (highest income) quintile is composed disproportionately of
couple families, (79.7 percent in 2000; 81.9 percent in 2018). The much greater

prevalence of unattached individuals among lower (Q1) and lower middle (Q2) income
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Table 4.2 - Canada’s Income Distribution across Household Categories, Income
Quintiles 2000, 2018. Percent

2000
All Households
Couple Families
Unattached persons
55-64
Couple Families
Unattached persons
65-69
Couple Families
Unattached persons
70-74
Couple Families
Unattached persons
75 & Over
Couple Families
Unattached persons

2018
All Households
Couple Families
Unattached persons
55-64
Couple Families
Unattached persons
65-69
Couple Families
Unattached persons
70-74
Couple Families
Unattached persons
75 & Over
Couple Families
Unattached persons

Source: Statistics Canada (2021), Household Income by Age Group and Income Quintile,

custom data set.
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seniors may explain the 2021 federal budget decision to increase OAS levels by 10
percent for seniors aged over 75.

The number of couples in the fifth income quintile continues to decline from age
group 55-59 to 75 and over from 2000 to 2018, except that in 2010, where the age
increased in the age group 75 and over. The number of Canadians also fell from 55-59 to
70-74 for unattached individuals in the fifth quintile but increased for individuals in the
age group 75 and over from 2000-2018.

However, data illustrating family structures for middle income Canadians in
quintiles two, three, and four showed a different trajectory. The numbers of couples in the
middle-income quintile remain stable, with minor fluctuations. On the other hand, the
number of unattached individuals shows a rather interesting trend. The data, for the most
part, show that from 2000 — 2018, there is an increase in the number of unattached
individuals across the age cohorts from 55-59 to 75 and over except from quintile four in
2015 and 2018 that show that unattached individuals declined from age group 55-59 to
70-74.

Labour Force Participation Trends among Older Canadians

This section analyses changes in labour force participation and relative dependence on
employment income separately for couple families and unattached individuals in 2000
and 2018. Using 55-59 as the base age group, in 2000, the proportion of employed
Canadians among couple families employed continued to decline across age groups from
60-64 to 75 and over. This outcome is expected because most Canadians in these age
cohorts are moving towards or are in retirement. The same outcome applies to the 2018

data on the number of older Canadians employed. However, an opposite trend may be
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observed across quintiles. The percentage of Canadians employed increased as we moved
from quintile one to quintile five for both years 2000 and 2018. The proportion of
Canadians employed for quintile one is the lowest while quintile five has the highest
across the age group. Similar patterns are observable both for couple families and
unattached individuals in 2000 and 2018. Another observation from the data is that the
proportion employed increased in 2018 for all age groups and income quintiles compared
to the year 2000, reflecting an overall increase in labour force participation.

Table 4.3: Percentage of middle-income Canadians households with paid

employment: couple families.

2000 2018

Age Age

Cohort Q2 Q3 Q4 Cohort Q2 Q3 Q4
55-59 61.7 70.8 82.2 55-59 68.2 86.2 93.3
60-64 41.2 42.7 60.1 60-64 46.5 69.2 81.9
65-69 20.1 19.1 335 65-69 20.4 39.7 60.6
70-74 12.9 12.8 22.7 70-74 12.7 28.2 47.6
75+ 8.1 8.6 16.3 75+ 7.2 19.3 36.0

Table 4.3 summarizes the percentage of couple families reporting employment
income as a proportion of their age cohort to the total number of retired Canadians in
couple families in each age group for 2000. It shows that the percentage of households
reporting employment income in the middle-income quintiles (Q2, Q3, and Q4) for age
group 55-59 was 61.7, 70.8, and 82.2 percent respectively — indicating that labour force
participation rises with income levels. However, the proportion of households reporting
employment income declines across each five-year age cohort. For age group 60-64,
41.2,42.7 and 60.1 percent of Q2, Q3, and Q4 respectively report employment income.

Age group 65-69 saw further declines across middle-income quintiles with comparable
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percentages falling to 20.1, 19.1, and 33.5 percent. Households in the 70-74 age group
with employment income declined to 12.9, 12.8, and 22.7 percent, while labour market
participation in households 75 and over declined sharply to 8.1, 8.6, and 16.3 percent
respectively.

Data trends for 2018 data show a similar pattern. Again, using 50-59 as the base
age cohort, the percentage of middle-income households reporting employment income
in Q2, Q3, and Q4 is 68.2, 86.2, and 93.3 percent, respectively. Comparable figures the
60-64 age cohort are 46.5, 69.2, and 81.9 percent, with the largest increases in labour
market participation compared to 2000 rising in Q3 and Q4. The 65-69 age group also
experienced significant increases in labour market participation, especially in Q3 and Q4,
compared with 2000 at 20.4, 39.7, and 60.6 percent. The 70-74 age groups saw notable
declines in participation rates to 12.7, 28.2, and 47.6 percent. Employment income
reported by Q2 and Q3 for the 75 and over cohort declined to 7.2 and 19.3 percent, while
remaining substantial for the Q4 group at 36.0 percent. Figure 4.1 charts these respective
trends, noting the correlation of higher labour force participation and rising incomes
among older Canadians. From Figure 4.1, it shows that there is not much gap between
Canadians in Q2 and Q3, but Q4 has a wider gap showing that the labour participation
rate is higher for Canadians in Q4 in the year

However, although it is important to recognize employment levels among older
Canadians, assessing the impact and adequacy of the RIS requires an analysis of actual
employment income. Relevant sources of employment income from available data are
wages, salaries and commissions, and net self-employment income. Again, comparing

2000 and 2018, we determine from the relationship between levels of employment
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Figure 4.1 - Canada’s Households (Couple Families) Reporting Employment Income

in 2000, 2018: Middle-Income Quintiles (Q2, Q3, Q4).
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0.0 100.0

80.0 +—

70.0 80.0 K

60.0 -

50.0 - —Q2 60.0 N\ —Q2
40.0 \ Q3 \\ —Q3

40.0

300 Q4 \\ Q4
20.0

0o \\ 200 ~

0.0 ' ' ' ' 0.0 : : : : .

55-59 60-64 65-69 70-74 75+

55-59 60-64 65-69 70-74 75+

income to ascertain if the adequacy of the RIS may be determined from employment

income. According to the income data commissioned from Statistics Canada, the amount

of employment income as a share of total household income increases with income levels

across-age cohorts and quintiles in both 2000 and 2018 — as illustrated in Table 4.4.
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Table 4.4: Canada’s Employment Income as Percentage of Total Income by Age

Cohort and Income Quintile: Couple Families: 2000 and 2018.

2000 2018

Age Age

Cohort Q2 Q3 Q4 Cohort Q2 Q3 Q4
55-59 31.9 36.6 47.3 55-59 414 54.6 64.7
60-64 13.3 12.9 21.4 60-64 19.1 28.4 37.8
65-69 0.3 1.3 4.2 65-69 3.2 6.7 13.3
70-74 -0.7 0.2 1.6 70-74 0.8 2.8 6.0
15+ -0.9 0.1 0.7 75+ -0.1 0.9 2.3

Table 4.4 shows the percentage of employment income for middle income Canadians for
each age and income cohort in relation to the total dollar amount of all income sources
for Canadians in the middle income quintiles (Q2, Q3, and Q4) for 2000 and 2018. Using
age cohort 55-59 as the base, of (Q2: 31.9, Q3: 36.6, Q4: 47.3) all middle income
quintiles within the 60-64 age cohort experience a significant decline in employment
income shares to 13.3, 12.9 and 21.4 percent respectively. This trend continues for age
cohort 65-69 with employment income shares of 0.3, 1.3, and 4.2 percent respectively;
and for the 70-74 cohort: -0.7, 0.2, and 1.6 percent. For the 75 and over age cohort the
share of employment income fell to -0.9, 0.1, and 0.7 percent respectively for Q2, Q3,
and Q4. Negative figures for employment income may reflect recognition of losses for
self-employment income which may be carried back or forward to previous or future
years under the Income Tax Act. Similarly, data for 2018 show reduced dependence on
employment income in successive age cohorts as a percentage of total income continues
to decline but is a little higher than the year 2000. The proportion of employment income
for the three middle income quintiles in age cohort 55-59 is Q2: 41.4 percent, Q3: 54.6
percent, and Q4: 64.7 percent respectively, which suggests greater labour participation

compared with 2000. However, as in 2000, employment income’s share of total income
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declines for age group 60-64 with 19.1, 28.4, and 37.8 percent respectively, and the 65-69
age group with 3.2, 6.7, and 13.3 percent respectively. Relative employment income
dependence in the 70-74 age group is negligible with 0.8 and 2.8 percent in Q2 and Q3,
and modest at 6.0 percent for Q4. Employment income dependence for the 75 and over
groups is minimal at -0.1, 0.9, and 2.3 percent respectively.

Figure 4.2 - Canada’s Employment Income as Percentage of Total Income by Age

Cohort and Income Quintile: Couple Families: 2000 and 2018.
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Figure 4.2 compares employment income levels as percentages of total income
across age cohorts and quintiles in 2000 and 2018. The 2000 graph shows that the dollar
amount of employment income for middle-income Canadians experienced a sharp decline
as it moves across the age cohorts. The data show, as expected, that employment income
declines sharply with advancing age, across the age cohorts, especially for Canadians in
Q2 reporting zero to negative income from the de facto retirement age of 65 years to 75
and over. However, the 2018 graph shows a further decline in employment income,
especially for Canadians in age cohorts 70-74 and 75 and over. The difference between

2000 and 2018 is that in 2000, there is almost no gap in the amount of employment
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income for Canadians in Q2 and Q3 for all the age groups, but there is a noticeable gap
between these two income quintiles in 2018. It is difficult to conclude that economic
performance and variables played a significant role because the data show that larger
proportions of retired Canadians in couple families were working and earning
employment income in 2018 than in 2000. Unattached individuals are also impacted by
the changing share of employment income across quintile and age cohorts. Statistics
Canada data also help determine if the interaction between the number of older
Canadians employed, and the relative share of employment income has any significant
influence on the RIS. The data analyzed in this section are between 2000 and 2018,
focusing on unattached individuals.

An analysis of unattached individuals across age cohorts who are employed
shows a decline in the labour force participation as retired Canadians aged, but rising
employment rates for each cohort between 2000 and 2018. In 2000, employment rates
declined across the age cohorts and income quintiles. Using age cohort 55-59 as the base,
we continue to see further declines in age cohorts 60-64, 65-60, 70-74, and 75 and over
as indicated in Table 4.5.

The data for 2000 show a decline in the percentage of unattached individuals (as
opposed to “couple families”) in five-year age cohorts beginning at age 65. Employment
rates of unattached Canadians in age cohort 55-59 vary with income at Q2: 76.0 percent,

Q3: 83.7 percent, and Q4: 90.6 percent. However, these levels decline with age cohort
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Table 4.5: Percentage of middle-income Canadians with paid employment:

unattached individuals.

2000 2018

Age cohort Q2 Q3 Q4 Agecohort Q2 Q3 Q4
55-59 76.0 83.7 90.6 55-59 88.6 942 96.6
60-64 492 612 716 60-64 73.4 815 88.7
65-69 134 286 41.0 65-69 33.0 551 670
70-74 6.3 156 234 70-74 199 36.8 445
75 and over 3.2 9.0 133 75 and over 89 211 251

60-64, if not to the same extent as with couple families, with 49.2, 61.2, and 71.6 percent,
respectively. Employment rates for the unattached 65-69 cohort were lower in Q2 than
for couple families (13.4 vs. 20.1 percent), but higher for Q3 (28.6 vs. 19.1 percent) and
Q4 (41.0 vs 33.5 percent). For age cohort 70-74, employment rates in 2000 were lower
for unattached individuals than couple families in Q2 (6.3 vs. 12.8 percent), higher in Q3
(15.6 vs. 12.8 percent) and roughly the same in Q4 (23.4 vs. 22.7 percent). Employment
rates for the unattached 75 and over cohort were lower than for couple families in Q2 (3.2
vs 8.3 percent), and Q4 (13.3 vs. 16.3 percent) but higher in Q3 (9.0 vs 8.1 percent). This
data demonstrate that that the need to be employed clearly declines as Canadians’ age
increases, but that there is no consistent pattern to this process between unattached
individuals and members of couple families, suggesting various reasons in addition to the
benefits of the RIS.

In 2018, the data showed a similar trend to 2000. Employment rates, while
declining with age, are significantly higher for all age groups and income quintiles in
2018 than in 2000 and increase with income levels. The only two groups for which
employment rates in 2018 were lower for unattached individuals than for couple families

were unattached Q4 individuals aged 70-74 and 75 and over.
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Another major difference between 2000 and 2018 is the relatively small gap in
employment rates between the number of Canadians in age cohort 55-59 and 60-64 in
2018 compared to the wide gap indicated in 2000. Few Canadians left the labour force in
2018 as they moved from age cohort 55-59 to 60-64 and across income quintiles, in
contrast to 2000. Furthermore, it is important to analyze the share of employment income
of unattached individuals to determine the relative adequacy of the RIS for Canadians in
Figure 4.3 - Percentage of middle-income Canadians with paid employment by age

cohorts and income quintiles: unattached individuals: 2000 and 2018.
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Q2, Q3, and Q4. The data show that in 2000, employment income drops off sharply as a
share of total income after age 65 for unattached, middle-income Canadians, if not quite
to the extent of couple families. After age 70, percentage of employment income as a
portion of total retirement income sources is insignificant and continues to decline across

age cohorts.
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Table 4.6 - Canada’s Employment Income as Percentage of Total Income by Age

Cohort and Income Quintile: Unattached Individuals: 2000 and 2018.

2000 2018
Age Cohort Q2 Q3 Q4 Age Cohoi Q2 Q3 Q4
55-59 54.9 62.9 74.8 55-59 71.0 81.4 86.4
60-64 27.4 35.9 45.7 60-64 47.5 55.8 66.6
65-69 2.5 7.0 12.8 65-69 9.7 21.0 33.5
70-74 0.5 21 4.0 70-74 3.2 8.0 12.9
75+ 0.2 0.9 1.6 75+ 0.6 1.8 2.8

Table 4.6 above shows the percentage employment income as a share of total
income of unattached individuals, using age cohort 55-59 as the base. As with
employment rates, employment income declined consistently across age cohorts for both
2000 and 2018, although remaining disproportionately significant for Q4 seniors in the
65-69 and 70-74 cohorts. Unattached individuals aged 55-64 have consistently been more
dependent on employment income than couple families of similar ages and income
quintiles. For example, in 2000, the percentage amounts of employment income for
unattached persons in age cohort 55-59 are Q2: 54.9 (vs. 31.9 percent for couple
families), Q3 62.9 (vs. 36.6 percent), and Q4: 74.8 (vs. 47.3 percent) . These trends
continue in age cohorts 60-64: Q2: 27.4 (vs. 13.3 percent), Q3: 35.9 (vs. 12.9 percent),
and Q4: 45.7 (21.4 percent). The relatively low figure for couple families may be
explained by the methodological choice to sort income data according to the age of the
younger spouse. Unattached individuals in age cohort 65-69 experienced sharply lower
employment income levels: 2.5, 7.0, and 12.8 percent respectively for Q2 through Q4.
This trend continued for age cohort 70-74 with 0.5, 2.1, and 4.0 percent respectively and
the 75 and over cohort with 0.2, 0.9, and 1.6 percent for the three middle income

quintiles.
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Table 4.6 also indicates that unattached individuals were substantially more

dependent on employment income into their late 60s in 2018, both relative to 2000 and to

couple families in 2018. Employment income dependence for unattached individuals in

age cohort 55-59 was Q2: 71.0 (vs. 41.4 percent for couple families), Q3: 81.4 (vs 54.6)

percent, and Q4: 86.4 (vs 64.7) percent. Employment income dependence was still

substantial for the 60-64 cohort with Q2: 47.5 (vs. 19.4 percent for couple families), Q3:

55.8 (vs. 28.4) percent, Q4: 66.6 (vs. 37.8) percent. Differences across income quintiles

are more visible for the 65-69 age cohort: Q2: 9.7 (vs. 3.2) percent, 21.0 (vs. 6.7) percent,

and 33.5 (vs. 13.3 percent). However, employment income dependence declines

significantly for the 70-74 cohort: 3.2, 8.0, and 12.9 percent respectively for Q2 through

Q4, while becoming negligible for unattached seniors 75 and over: 0.6, 1.8, and 2.8

percent respectively. Figure 4:4 represents this data graphically.

Figure 4.4 - Canada’s Employment Income as Percentage of Total Income by Age

Cohort and Income Quintile: Unattached Individuals: 2000 and 2018.
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It shows that the amount of employment income declined across the age cohort using 55-
59 as the base, which is seen in 2000 and 2018. Therefore, from the data, employment
income during retirement years is not a significant source of income for most middle-
income Canadians, whether couples and unattached individuals, although its relative
importance increased between 2000 and 2018 for unattached Q3 seniors 65-69, and both
unattached seniors and couple families 65-69 in Q4. This means that couples in families
and unattached individuals are more likely to retire at or near age 65 in the lower
quintiles than those in the upper quintiles. The implication for middle income groups is
that those in Q2 leave the labour force earlier and to a greater extent than Q3, and those
in Q3 leave employment earlier and to a greater extent than Q4.

In summary, as seen in Figure 4.5, relative dependence on employment income
declined across age cohorts but increased across income quintiles in both 2000 and 2018.
Lastly, comparing the employment income between families in couples and unattached
individuals, the data show that in 2000 and 2018, relative dependence on employment
income increased for unattached individuals than couple families in the middle-income
quintiles. are reflected in differences in policies, laws, and regulations affecting
retirement incomes and non-cash benefits for seniors among the provinces and territories.
Each province has the freedom to formulate and implement economic and social policies
that affect their residents. However, this research focused on selected provinces based on
the criteria outlined in Chapter 3’s discussions of methodology. These provinces include

Nova Scotia, Quebec, Ontario, Alberta, and British Columbia.
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Figure 4.5 Canada’s Employment Income as Share of Total Income by Age Cohort

and Income Quintile: -Couple Families and Unattached Individuals: 2000 and 2018.

2000 2018
80.0 y 100.0
70.0
60.0 ~ / 80.0 A /
ST /N Y, —s559 60.0 - ——55.59
' /N -
30.0 ——60-64 40.0 ——60-64
20.0 - 20.0 - A
10.0 “— 65-69 ' 65-69
0.0 0.0
-10.0 gotgtat ol 70-74 oo 8l2lglelglel —707a
S 3| 5/3| 5|3 754 s 3|5|3|5|3 75
S|z2/8|z 8|z §|2(8|2|8|z2
£ £ £ £ IS £
Q2|Q2|a3|a3 Q4|Q4| Q2| Q2 Q3|Q3|Q4 Q4

Data Analysis and Interpretation of Data: Canada and Selected Provinces

Provinces within Canada are faced with different challenges and situations that
are unique to each province. Moreover, Canada is a federal system in which there are
clear distinctions between the roles of federal and provincial governments. Levels of
economic activity, personal and household incomes, and employment vary widely across
provinces. Table 4.7 illustrates differences in median income levels for all households,
economic families, and unattached individuals between Canada and five provinces

representing a cross section of income levels in 2000, 2010, and 2018.
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Table 4.7 - Median Income by Economic Family Type, Canada and
selected provinces
2019 constant dollars and percent of Canadian Average

2000 Percent 2010 Percent 2018 Percent

$ of Cdn. $ of Cdn. $ of Cdn.
All Households Average Average Average
Canada 59,400 100.0 64,100 100.0 70,900 100.0
Alberta 65,300 109.9 80,800 126.1 84,900 119.7
Ontario 68,800 115.8 69,200 108.0 76,000 107.2
British Columbia 56,000 94.3 61,500 95.9 70,100 98.9
Quebec 52,300 88.0 56,800 88.6 61,600 86.9
Nova Scotia 50,700 85.4 56,600 88.3 59,800 84.3

Economic Families

Canada 79,500 100.0 87,900 100.0 99,300 100.0
Alberta 84,500 106.3 106,200 120.8 116,600 117.4
Ontario 90,000 113.2 91,500 104.1 103,700 104.4
British Columbia 77,400 97.4 87,600 99.7 104,300 105.0
Quebec 71,400 89.8 77,700 88.4 89,800 90.4
Nova Scotia 69,000 86.8 75,300 85.7 84,800 85.4

Not in Economic Family

Canada 28,000 100.0 33,100 100.0 34,200 100.0
Alberta 30,500 108.9 42,500 128.4 41,000 119.9
Ontario 31,100 111.1 47,300 1429 46,400 135.7
British Columbia 29,700 106.1 29,000 87.6 36,200 105.8
Quebec 25,500 91.1 30,100 90.9 31,800 93.0
Nova Scotia 23,200 82.9 27,000 81.6 31,600 924

Source: Statistics Canada (2021), "Income statistics by economic family type
and income source," Table # 11-10-0191-01 (Ottawa: March 23).

Table 4.7 indicates there are relatively modest changes among relative levels of median
income between 2000 and 2018 for couple families across provinces studied. Unattached
individuals show much lower median incomes compared to couple families in all
provinces studied, but significant net improvements since 2000 in relative income levels

of three of five provinces studied (Alberta, Ontario, and Nova Scotia).
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Table 4.8 - Comparative Analysis of Employment Rates: Canada and Provinces
(Percent of age cohorts employed during selected years) for household middle-

income quintiles.

60-64

Q2 Year Canada | BC AB ON QC NS
2000 4117 | 46.22| 63.69| 3950| 34.38| 36.26
2018 4654 | 53.01| 5755| 4579 | 4154 | 42.68

Q3 2000 4268 | 43.74| 50.77| 4266 | 3941 | 34.95
2018 69.15| 7335| 6741| 69.33| 67.11| 66.76

Q4 2000 60.08| 58.37| 6892| 59.61| 59.39| 51.79
2018 81.86| 85.69| 8061| 8325| 79.09| 79.11

65-69

Q2 Year Canada | BC AB ON QC NS
2000 20.13| 2188 | 48.39| 1958 | 12.71| 13.04
2018 2045 | 2246| 3991| 1921 | 18.86| 16.84

Q3 2000 19.11| 19.60| 28.26| 20.16| 1535| 12.20
2018 39.74| 46.19| 36.62| 3853| 39.01| 37.63

Q4 2000 3347 | 3206| 39.75| 3354 | 3226| 2324
2018 60.62 | 68.27| 59.02| 6175| 56.91| 55.46

70-74

Q2 Year Canada | BC AB ON QC NS
2000 12.87 | 11.73| 38.46| 12.77 7.05 8.33
2018 1272 | 1271| 3237| 11.68| 1148 | 11.64

Q3 2000 12.79 | 11.61| 19.46| 13.39 9.66 6.85
2018 28.23 | 3415| 2591 | 2763| 26.97| 2579

Q4 2000 22.73 | 20.04| 2559 | 23.06| 23.01| 13.89
2018 4760 | 57.61| 4529 | 4961 | 4256 | 39.41

75+

Q2 Year Canada | BC AB ON QC NS
2000 8.14 6.48 | 25.58 8.41 4.38 5.00
2018 7.25 536 | 23.81 6.44 5.97 6.91

Q3 2000 8.60 6.60 | 11.69 9.69 6.87 3.08
2018 19.27| 25.11| 17.03| 20.69| 16.55| 15.80

Q4 2000 16.31| 13.90| 17.01| 17.08| 17.13 8.82
2018 36.00| 4835| 30.66| 39.37| 29.88| 2450
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Table 4.8 shows a comparison of employment rates between Canada and the selected
provinces for couple in families starting from age cohorts 60-64 and above for middle-
income quintiles of Q2, Q3, and Q4. However, for Canadians in age cohorts 55-59, the
majority in the group are still employed and actively engaged in the labour force, for
example, Statistics Canada data show that in 2018 couple families Canadians in Q1, Q2,
and Q3 68.2 percent, 86.2 percent, and 93.3 percent have labour participation rate
respectively, while unattached individuals report 88.6 percent, 94.2 percent, and 96.6
percent labour participation rates for QI, Q2, and Q3.

However, retirement is starting to be more visible from age group 60-64. The
table shows the percentage of households engaged in employment relative to the total
income of middle-income Canadians. Furthermore, we discovered that overall, a larger
percentage of households reported employment income in 2018 than 2000 across Canada
and most selected provinces (except Alberta). The reasons for this increase could be that
more Canadians went into retirement in 2018 than in 2000, and there were more job
opportunities in 2018. In addition, we discovered that there is no significant difference in
the household labour participation rates of Canada and most selected provinces for “over-
65” households, other than Alberta in 2000 and British Columbia in 2018. However, we
noticed that the labour force participation rate increased in all provinces and time periods
from Q2-Q4 but declined as we moved from 60-64 age cohorts to 75 and above age
cohorts. For households in age cohorts 60-64, the table shows that for Canadians in Q2,
Alberta has a higher labour participation rate compared to Canada and other provinces in
2000 and 2018 with 63.39 percent and 57.55 percent respectively. For Q3 and Q4,

Alberta had a higher employment rate in 2000 with 50.77 percent and 68.92 percent,
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while British Columbia had a higher employment rate in 2018 with 73.35 percent and
85.69 percent respectively.

Furthermore, a similar trend was observed for Canadians in age cohorts 65-69, in
Q2, Alberta had a higher labour participation rate compared to Canada and other
provinces in 2000 and 2018 with 48.39 percent and 39.91 percent. Similarly, for Q3 and
Q4, Alberta had a higher employment rate in 2000 with 28.26 percent and 39.75 percent,
while British Columbia had a higher employment rate in 2018 with 46.19 percent and
68.27 percent. Canadians in age cohort 70-74 produced a similar result compared to age
cohorts 60-64 and 65-69, again with Alberta having the highest employment rate
compared to Canada and other provinces in 2000 and 2018 with 38.46 percent and 32.37
percent. For Q3 and Q4, Alberta had a higher employment rate in 2000 with 19.46
percent and 25.59 percent, while British Columbia had a higher employment rate in 2018
with 34.15 percent and 57.61 percent. However, Canadians in age cohort 75 and above
showed a slightly different result from that data. However, Alberta maintained a higher
labour participation rate for Q2 in 2000 and 2018 with 25.58 percent and 23.81 percent
and Q3 with 11.69 in 2000. However, for Q4, Quebec has a higher labour participation
rate with 17.13 percent displacing Alberta and Ontario with 17.01 and 17.08 respectively.
In comparison, British Columbia maintained a higher labour participation rate for Q3 and

Q4 in 2018 with 25.11 percent and 48.35 percent respectively.
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Table 4.9 - Comparative Analysis of Employment Rates: Canada and Provinces
(Percent of age cohorts employed during selected years) for unattached individual

middle-income quintiles.

60-64

Q2 Year Canada | BC AB ON QC NS
2000 49.16 | 55.71| 62.07| 49.14| 43.20| 45.00
2018 7340 | 79.74| 6752| 7437 71.96| 71.39

Q3 2000 61.20| 66.07| 7168| 6273| 5543| 52.82
2018 8149 | 87.65| 8328| 8379| 7743| 7754

Q4 2000 71.64| 7802| 8035| 7176| 66.36| 59.09
2018 88.68 | 91.78| 9053 | 87.20| 88.23| 86.41

65-69

Q2 Year Canada | BC AB ON QC NS
2000 13.43| 17.96| 15.87| 13.07| 11.20 9.25
2018 33.03| 4522 | 2524 | 3087| 33.40| 35.15

Q3 2000 2858 | 3311 | 36.36| 2820| 25.81| 2241
2018 55.15| 65.93| 5494 | 56.11| 51.01| 48.26

Q4 2000 41.00| 4436| 48.04| 3955| 4058 | 31.78
2018 66.99| 7410| 69.68| 63.62| 67.58| 64.88

70-74

Q2 Year Canada | BC AB ON QC NS
2000 6.31 8.17 8.22 6.02 4.90 4.01
2018 1991 | 31.67| 1432| 1826| 19.86| 17.87

Q3 2000 1556 | 17.66| 19.96| 14.89| 1442 | 1222
2018 36.76 | 51.02| 36.20| 37.74| 30.93| 29.90

Q4 2000 23.36 | 2411 | 28.10| 2237| 24.44| 1518
2018 4449 | 5588 | 46.21| 41.05| 42.04| 39.13

75+

Q2 Year Canada | BC AB ON QC NS
2000 3.23 3.75 4.04 3.02 2.60 1.90
2018 893 | 17.33 7.23 8.52 7.35 6.97

Q3 2000 9.03| 10.09| 11.16 8.49 9.14 4.48
2018 21.15| 3858 | 1726 | 21.22| 16.20| 1281

Q4 2000 13.30| 14.22| 1652 | 1213 | 15.26 7.79
2018 25.15| 40.26 | 2357 | 2292| 2158| 15.29
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Table 4.9 is a comparative analysis of the middle-income individuals who are
unattached in Canada and the selected provinces. The table shows that for unattached
individuals in the age cohort 60-64, Alberta had a higher labour force participation rate in
2000 for all the middle-income quintile Q2, Q3, and Q4, with 62.07 percent, 71.68
percent, and 80.35 percent, respectively. In comparison, British Columbia had higher
labour force participation in 2018 for Q2, Q3, and Q4 with 79.74 percent, 87.65 percent,
and 91.78 percent, respectively. Age cohort 65-69 has British Columbia with the highest
labour force participation rate for Q2 in 2000 and 2018, with 17.96 percent and 45.22
percent, slightly different from the age cohorts 60-64. However, for Q3, Alberta had the
highest labour force participation rate in 2000 with 36.36 percent, and British Columbia
had the highest participation rate in 2018 with 65.93 percent.

Furthermore, from Q4 in age cohort, 65-69 through to all income quintiles in age
cohort 75 and above, Alberta and British Columbia have the highest participation rates.
Alberta had higher participation in 2000 for all middle-income quintiles, and British
Columbia had the highest participation rate in 2018 for all middle-income quintiles. In
general, these two western provinces have a higher rate of middle-income unattached
Canadians still actively engaged in employment after age 65 than Canada, Ontario,
Quebec, and Nova Scotia. However, it is essential to note that there is no significant
difference in the labour participation rate between Alberta and British Columbia

compared to Canada and the rest of the provinces.
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Table 4.10 - Comparative Analysis of Employment Income: Canada and Provinces
(Percent of age cohorts income derived from employment during selected years) for

household middle-income quintiles.

60-64

Q2 Year Canada BC AB ON QC NS
2000 13.35 16.75 |21.24 |1438 |10.46 |9.78
2018 19.10 2411 | 26.17 |20.82 |13.61 |13.76

Q3 2000 12.92 13.82 |15.88 |13.23 |11.34 |11.33
2018 28.45 30.95 |31.29 |30.32 |25.09 |25.85

Q4 2000 21.41 20.60 |27.05 |20.88 |20.54 |19.48
2018 37.80 38.15 |42.12 |4056 |34.05 |35.85

65-69

Q2 Year Canada BC AB ON QC NS
2000 0.34 3.07 -4.64 1.99 0.28 -0.12
2018 3.15 5.16 8.32 4.06 1.46 1.35

Q3 2000 1.29 1.84 0.99 1.62 1.09 0.99
2018 6.67 8.29 7.17 7.03 5.54 6.37

Q4 2000 4.24 4.07 6.09 3.96 3.89 3.29
2018 13.28 13.46 |16.06 |1351 |11.61 |13.01

70-74

Q2 Year Canada BC AB ON QC NS
2000 -0.73 0.40 -6.71 0.39 0.04 0.07
2018 0.77 1.53 0.93 1.56 0.11 -0.01

Q3 2000 0.24 0.44 -0.47 0.39 0.36 0.29
2018 2.75 3.38 2.76 2.75 2.23 2.82

Q4 2000 1.61 1.45 2.52 1.46 1.42 1.37
2018 6.02 5.93 7.55 5.74 5.16 6.02

75+

Q2 Year Canada BC AB ON QC NS
2000 -0.89 -0.01 -1.42 -0.44 -0.15 -0.98
2018 -0.11 0.24 -1.56 0.09 -0.08 -0.29

Q3 2000 0.05 0.05 -0.09 0.03 0.22 0.14
2018 0.94 1.21 1.08 0.86 0.72 0.87

Q4 2000 0.74 0.51 1.29 0.59 0.66 0.70
2018 2.30 2.26 3.45 2.11 1.74 1.89
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Table 4.10 shows the share of age cohorts’ income derived from employment
during the selected year for couple families. As discussed earlier, the income derived
from employment is a percentage of the total income from all RIS sources. Overall, the
table shows that employment income as a source of post-retirement income contributes
little or nothing to middle-income retired Canadians in couple families over age 70 even
though there is a reasonable labour force participation rate from table 4.8. However, the
share of income derived from employment increased from Q2 to Q4 even though the
increase is not significant. This suggests that a significant proportion of (mostly) retired
middle-income Canadians participate in employment voluntarily and for self-
actualization, not solely for the purpose of supporting their post-retirement living
standards and expenses. Another possible explanation for this trend is that the data
generated were based on the younger spouse in couple families.

One area of uncertainty is that there is mobility between family status because
some retired couple families may move to become unattached individuals as they
increase in age due to the loss of a spouse to become widows and widowers. Across
Canada and the selected provinces, age cohorts 60-64 have a reasonable share of
employment income compared to other age cohorts. Also, for the same age cohorts,
employment income contributed an average of 20 percent to the total income in 2000
across the middle-income quintiles and an average of 30 percent in 2018 across middle-
income quintiles. In addition, Alberta has the highest share of income derived from
employment for age cohorts 60-64 and across the middle-income quintiles.

Furthermore, Canadians aged 65-69 show a further decline in employment

income in Canada and the selected provinces. In this age cohort, employment income
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contributed less than 2 percent to total income for Q2 and Q3 and less than 4 percent for
Q4 in 2000. However, 2018 has a slight increase in the share of employment income
compared to 2000 for Q2, Q3, and Q4. British Columbia had the highest share of income
from employment in 2000 with 3.07 percent, while Alberta had the highest in 2018 with
8.32 percent for Q2. However, Q3 and Q4 produced a different result showing that
British Columbia had the highest income in 2000 and 2018 with 1.84 percent and 8.29
percent respectively for Q3, while Alberta had the highest income in 2000 and 2018 with
6.09 percent, and 16.06 percent respectively for Q4.

However, age cohorts 70-74 and 75 and above reported a significant decline in
employment income in Canada, the selected provinces, and across the middle-income
quintiles. In these age cohorts, we see that with a decent rate of labour force participation,
the share of income derived from employment shows a little above zero and negative
percent contribution of employment income to the total income for Q2 and Q3. At the
same time, Q4 added a slight percentage increase to the total income. That said, it
suggests that the younger spouse in couple families is the group engaged in employment.
In other words, the employment income data capture the younger spouse for age cohorts

70-74, while in most cases the older spouse would have exited labour force participation.
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Table 4.11 - Comparative Analysis of Employment Income: Canada and Provinces
(Percent of age cohort’s income derived from employment during selected years) for

unattached individuals’ middle-income quintiles.

60-64

Q2 Year Canada | BC AB ON QC NS
2000 27.36 30.82 |37.98 |28.08 |[23.01 |25.44
2018 47.48 50.59 |4594 |51.00 |45.08 |44.57

Q3 2000 35.93 39.13 |46.76 |38.63 |29.75 |29.50
2018 55.81 60.62 |63.99 |[58.71 |50.79 |50.16

Q4 2000 45.72 5424 | 5442 |46.96 |37.52 |35.85
2018 66.63 69.24 | 7315 |66.09 |63.82 |60.78

65-69

Q2 Year Canada | BC AB ON QC NS
2000 2.47 3.13 2.98 2.47 2.13 1.60
2018 9.68 12.70 |8.38 9.74 8.68 10.68

Q3 2000 7.00 7.38 10.73 | 6.83 6.07 5.95
2018 20.99 2256 | 2509 |[2167 |18.74 |19.16

Q4 2000 12.81 1394 |16.82 |12.12 |1239 |8.81
2018 33.55 35.37 [39.76 |31.35 |3355 |32.02

70-74

Q2 Year Canada | BC AB ON QC NS
2000 0.53 0.72 0.62 0.48 0.51 0.45
2018 3.22 4.51 2.91 3.11 2.84 3.27

Q3 2000 2.11 2.06 3.89 1.88 1.84 1.75
2018 7.97 8.64 11.25 | 7.87 6.59 7.16

Q4 2000 3.96 3.52 6.17 3.67 4.08 2.47
2018 12.86 1354 |17.80 |11.16 |12.12 |13.30

75+

Q2 Year Canada | BC AB ON QC NS
2000 0.21 0.23 0.33 0.18 0.18 0.20
2018 0.62 0.85 0.77 0.53 0.48 0.49

Q3 2000 0.88 0.84 1.83 0.71 0.76 0.66
2018 1.85 1.97 3.08 1.64 1.48 1.47

Q4 2000 1.55 1.23 2.75 1.33 1.60 1.32
2018 2.79 2.65 5.18 2.23 2.42 2.24
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Table 4.11 above shows the share of age cohorts’ income derived from
employment during the selected year for unattached individuals. The table shows a higher
percentage share of income derived from employment than couple families. This shows
that unattached individuals are more likely to remain employed after 65 than couple
families. Specifically, Canadians in Q4 in Canada and across selected provinces have
greater tendencies to continue working because the share of income to total income is
significant for age cohorts 60-64 and 65-69. On the other hand, the share of income
significantly declines for age cohorts 70-74 and 75 and above. However, the decline is
not at the same rate as Canadians in couple families.

Those in Q2 are less likely to continue working or be dependent on employment
income than those in Q4. Also, from the table, unattached individuals in Alberta reported
a higher share of employment income than Canada and the rest of the provinces for the
most part, except for minor differences where British Columbia reported a higher share in
some cases. For example, for age cohort 60-64, Alberta has the highest share of
employment income for Q2 in 2000 with 37.98 percent and Q3 and Q4 in 2000 with
46.76 percent, and 54.42, and 2018 with 63.99 percent, and 73.15 percent, respectively.
British Columbia has the highest share of employment income for Q2 in 2018. Middle-
income Canadians in Q2 living in British Columbia have the highest share of
employment income in age cohorts 65-69 for both 2000 and 2018, with 3.13 percent and
12.70 percent, respectively. Alberta reported the highest share of employment income for
middle-income Canadians in Q3 and Q4 for 2000 and 2018 with (Q3) 10.73 percent and

25.09 percent, and (Q4)16.82 percent, and 39.75 percent, respectively.
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Furthermore, for age cohorts 70-74, there is a significant decline in the percentage
share of income derived from employment such that in 2000, Canada and all the selected
provinces reported less than one percent employment income for Q2, and a slight
increase in income in 2018, with British Columbia showing a higher share of income in
2018 with 4.51 percent. Unattached individuals in Q3 reported a slight increase from
2000, with Alberta showing the highest share of income, reporting 3.89 percent (2000),
and 11.25 percent in 2018. Individuals in Q4 showed more improvement in the share of
income from employment. This is expected because Q4 is the upper category of the
middle-income bracket. They tend to want to continue employment, especially if they are
self-employed. Again, Alberta reported the highest share in 2000 and 2018 with 6.17
percent and 17.80 percent, respectively.

Age cohorts 75 and above, again, show that there is a considerable drop in the
share of income derived from employment reporting less than one percent in 2000 for Q2
and Q3 and less than two percent in 2000 for Q4 (except Alberta). 2018 data show that
those in Q2 also reported less than one percent across Canada and the selected provinces
and less than two percent for Q3 except for Alberta with 3.08 percent and less than three
percent for Q4 except for Alberta with 5.18 percent. The share of income derived from
employment for age cohort 75 and above is not surprising because, at this age, seniors are

not expected to continue employment.
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Gross Replacement Rates
Table 4.12 - Gross Replacement Rate Data for Canada, by middle-income quintile

without investment income

Canada
Couple Families Q2 Q3 Q4

65-69 (2010) vs. 55-59 (2000) | 111.21 | 96.09 | 91.69
70-74 (2015) vs. 55-59 (2000) | 121.11 | 104.63 | 102.78
Unattached Individuals
65-69 (2010) vs. 55-59 (2000) | 85.83 | 84.79 | 71.95
70-74 (2015) vs. 55-59 (2000) | 95.79 | 99.83 | 94.80

Table 4.12 above shows the relative adequacy of the RIS as the source of income
replacement. Based on Gross Replacement Rates between 2000 and 2010 / 2015 for
different age groups, the RIS without investment income was adequate, on average, for
couple families in their late sixties and early seventies for all middle income quintiles.
Over this period, middle-income Canadians recorded an average GRR of 111.21 percent
for Q2, 96.09 for Q3, and 91.69 for Q4 households. Therefore, based on the targeted
GRR of 70 percent suggested by many academics and policy analysts to maintain pre-
retirement living standards, middle-income Canadians who were 55-59 in 2000 and
turned 65-69 in 2010 have adequate GRR to sustain their pre-retirement living standards,
even though, Canadians in Q2 have a better GRR than Q3 and Q4. Furthermore,
Canadian households in age cohort 55-59 in 2000 had a better GRR fifteen years from
baseline measurements and now in age cohort 70-74 in 2015 as those in Q2 reported a
GRR of 121.11 percent, Q3 with 104.63 percent and Q4 with 102.78 percent. These
figures suggest that on average they are better-off fifteen years after the initial baseline

than ten years. Again, Canadians in Q2 showed a better GRR compared to those in Q3
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and Q4. However, further research is needed to determine the extent of “downward”
migration of households across income quintiles as they age, given that allocation to
quintiles is based on households whose younger member is aged 55 or more.

GRRs for unattached individuals, though lower than those for couple families,
also fell into an “adequate” range for Canadians in middle-income quintiles ten years
from the initial baseline for age cohort 55-59 in 2000 to age cohort 65-69 in 2010. Over
this period, unattached middle-income Canadians were slightly above the GRR
benchmark of 70 percent, with those in Q2 reporting 85.83 percent, Q3 reporting 84.79
percent, and Q4 reporting just 1.95 percent above the benchmark at 71.95 percent.
Unattached individuals in age cohorts 70-74, that is, fifteen years beyond baseline
measurement, report a more satisfactory GRR than when they were in age cohorts 65-69.
Subject to qualifications noted above, retirement paid off for middle-income Canadians
fifteen years beyond initial baseline data, and they were more able to sustain their pre-
retirement living standard, as shown in Table 4.12, where those in Q2 showed a 95.79
percent GRR. In contrast, Q3 showed 99.83 percent, and Q4 showed 94.80 percent. A
comparative analysis between couple families and unattached individuals shows that for
GRR without investment income, Canadians in households are better able to meet their
pre-retirement living standard than unattached individuals for age cohorts 65-69 in 2010

and 70-74 in 2015.
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Table 4.13 - Gross Replacement Rate Data for Canada, by middle-income quintile

with investment income

Canada
Couple Families Q2 Q3 Q4

65-69 (2010) vs. 55-59 (2000) | 114.59 | 100.83 | 98.36
70-74 (2015) vs. 55-59 (2000) | 123.50 | 108.55 | 108.91
Unattached Individuals
65-69 (2010) vs. 55-59 (2000) | 91.09 | 91.96| 82.55
70-74 (2015) vs. 55-59 (2000) | 99.96 | 106.73 | 107.04

Table 4.13 above shows that middle-income Canadians in households did better in
their income replacement ten years into retirement, using 2000 as the base year.
Therefore, couple families who were 55-59 in 2000 had a stronger GRR with investment
income ten years into their retirement in 2010 when they turned 65-69, with those in Q2

reporting 114.59 percent, Q3 with 100.83 percent, and Q4 with 98.36 percent.

Furthermore, fifteen years from the baseline, middle-income Canadians who were
55-59 in 2000 performed even better in the GRR with investment income when they
turned 70-74 age in 2015. Hence, as Canadians move along the age cohort, the data
suggest that GRR becomes adequate to sustain their pre-retirement living standard.
Fifteen years into retirement in 2015, middle-income Canadians in Q2 reported 123.50
percent, Q3 with 108.55 percent, and Q4 showing 108.91 percent. Therefore, comparing
Tables 4.13 and 4.12, GRR for households was greater with investment income than
without investment income. Unattached individuals equally produced a similar result
with couple families because the GRR with investment income performed better to meet
their pre-retirement living standards. Middle-income Canadians who are unattached also

had a stronger GRR with investment income ten years into retirement in 2010 when they
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turned 65-69, with Q2 showing a GRR of 91.09 percent, Q3 with 91.96 percent, and Q4
with 82.55 percent. In 2015, when unattached individuals turned 70-74 age cohort, the
GRR with investment income was even better than that of the 65-69 cohort. Therefore,
fifteen years after the baseline, those in Q2 reported a GRR with investment income of
99.96 percent, Q3 with 106.73 percent, and Q4 with 107.04 percent. Again, comparing
Tables 4.13 and 4.12, unattached individuals had a better GRR with investment income
than without it. For example, for age cohort 65-69 in 2010, those in Q2 reported (91.09
vs. 85.83), Q3 reported (91.96 vs. 84.79), and individuals in Q4 reported (82.55 vs.
71.95). Individuals in age cohort 70-74 in 2015 showed similar results when comparing
table 4.13 and 4.12; with those in Q2 reporting (99.96 vs. 95.79), Q3 reporting (106.73
vs. 99.83), and Q4 reporting (107.04 vs. 94.80). Therefore, it is advisable that unattached
individuals should have a form of investment income for the adequacy of the RIS to be

guaranteed or sustainable.

Table 4.14 - Gross Replacement Rate (GRR) without Investment Income:

Comparison between Canada and Selected Provinces.

Couples
Q2 Canada | BC AB ON QC NS

65-69 (2010) vs. 55-59 (2000) | 111.21 | 105.83 | 109.65 | 107.78 | 113.66 | 115.49
70-74 (2015) vs. 55-59 (2000) | 121.11 | 115.76 | 111.04 | 119.66 | 122.90 | 123.46
Q3
65-69 (2010) vs. 55-59 (2000) | 96.09 | 95.64 | 95.27 | 98.58 | 93.97 | 98.04
70-74 (2015) vs. 55-59 (2000) | 104.63 | 103.59 | 111.40 | 107.18 | 101.57 | 104.45
Q4
65-69 (2010) vs. 55-59 (2000) | 91.69 | 90.32 | 8591 | 9444 | 90.71 | 96.12
70-74 (2015) vs. 55-59 (2000) | 102.78 | 101.34 | 98.28 | 105.43 | 102.39 | 106.47

Table 4.14 compares the GRR without investment income between Canada and

the five selected provinces for Canadians in middle-income quintiles of Q2, Q3, and Q4
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in ten years and fifteen years from the initial baseline. Again, using 2000 as the base
years and age cohort 55-59 as the base age cohort, we observed a good performance for
couple families Canadians after ten years of retirement and attaining age cohort 65-69 in
2010. The GRR without investment income for those in Q2 was adequate in Canada and
the five selected provinces, with Nova Scotia performing better and having the highest
GRR of 115.49 percent. Also, after fifteen years into retirement for age cohort 70-74 in
2015, the GRR without investment income produced a better result than age cohort 65-69
in Canada and the selected provinces, again with Nova Scotia reporting the highest GRR
with 123.46 percent. Canadians in Q3 and Q4 produced similar outcomes. However, for
Q3, Ontario had the highest GRR for those in 65-69 age cohorts in 2010 with 98.58
percent, while Alberta had the highest GRR for those in 70-74 age cohorts in 2015 with
111.40 percent. In as much as the GRR was adequate for Q4, Alberta recorded the lowest
GRR between Canada and the selected provinces for both Canadians in age cohorts 65-69
in 2010 and 70-74 in 2015 with 85.91 percent and 98.28 percent, respectively.

By comparison, Nova Scotia reported the highest GRR for both age cohorts with
96.12 percent for 65-69 in 2010 and 106.47 percent for 70-74 in 2015. However, it is
interesting to see that Alberta and British Columbia shared the highest percentage rate in
labour force participation rates and shares of income derived from employment,
compared with Canada and the other three provinces sampled. However, this metric is

not reflected in the GRR without investment income.
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Table 4.15 - Gross Replacement Rate (GRR) without Investment Income:

Comparison between Canada and Selected Provinces.

Unattached Individuals

Q2 Canada | BC AB ON QC NS
65-69 (2010) vs. 55-59 (2000) | 85.83 | 84.94 | 85.41 | 88.06 | 84.17 | 89.63
70-74 (2015) vs. 55-59 (2000) | 95.79 | 95.46 | 96.86 | 98.50 | 93.25| 99.84
Q3

65-69 (2010) vs. 55-59 (2000) | 84.79 | 82.00 | 76.26 | 86.58 | 86.13 | 89.61
70-74 (2015) vs. 55-59 (2000) | 99.83 | 97.42 | 94.92 | 102.28 | 99.99 | 104.78
Q4

65-69 (2010) vs. 55-59 (2000) | 71.95| 68.62 | 62.14| 77.29 | 70.18 | 75.25
70-74 (2015) vs. 55-59 (2000) | 94.80 | 90.10 | 87.04 | 100.83 | 92.76 | 97.57

From Table 4.15 above, the GRR without investment income between Canada

and the selected provinces shows that the RIS is adequate for unattached individuals in

Q2 and Q3 for both age cohorts based on the 70 percent GRR standard noted earlier.

Individuals in Q4, especially those in age cohorts 65-69 in 2010, reported marginal

adequacy slightly above the 70 percent GRR threshold for Canada with 71.95 percent,

Ontario with 77.29 percent, Quebec with 70.18 percent, and Nova Scotia with 75.25

percent. However, Alberta and British Columbia reported an inadequate RIS because

GRRs are below the 70 percent benchmark with 62.14 percent and 68.62 percent,

respectively. In addition, Nova Scotia has the highest GRR for Canadians in age 65-69 in

2010 and 70-74 in 2015 for Q2 with 89.63 percent and 99.84 percent and Q3 with 89.61

percent and 104.78 percent. Ontario has the highest GRR in both age cohorts for 65-69 in

2010 with 77.29 percent and 70-74 in 2015 with 100.83 percent for Canadians in Q4.
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Table 4.16 - Gross Replacement Rate (GRR) with Investment Income: Comparison

between Canada and Selected Provinces.

Couples

Q2 Canada | BC AB ON QC NS
65-69 (2010) vs. 55-59 (2000) | 114.59 | 109.99 | 117.48 | 111.76 | 116.14 | 116.99
70-74 (2015) vs. 55-59 (2000) | 123.50 | 119.07 | 123.59 | 122.08 | 124.78 | 124.69
Q3
65-69 (2010) vs. 55-59 (2000) | 100.83 | 101.61 | 101.14 | 103.56 | 98.65 | 100.53
70-74 (2015) vs. 55-59 (2000) | 108.55 | 108.82 | 115.65 | 111.15 | 105.42 | 106.82
Q4
65-69 (2010) vs. 55-59 (2000) 98.36 | 97.95| 94.69 | 100.76 | 97.54 | 100.53

70-74 (2015) vs. 55-59 (2000) | 108.91 | 108.52 | 105.68 | 111.15 | 108.65 | 110.77

Table 4.16 shows the GRR with investment income for Canada and selected
provinces. Using the 70 percent threshold for GRR, Table 4.16 above shows that the
GRR with investment income produces an adequate RIS for middle-income Canadians
between ten and fifteen years from the initial baseline. In Q2, Alberta has the highest
GRR with investment income with 117.48 percent for age cohort 65-69 in 2010, while
Quebec has the highest GRR with investment income for age cohort 70-74 with 124.78
percent. However, for Q3, in the age group 65-69 in 2010 show that Ontario has the
highest GRR with investment income for household families with 103.56 percent, while
Alberta is the highest GRR with investment income for those in age cohort 70-74 in 2015
with 111.65 percent. The GRR with investment income for middle-income Canadians in
Q4 shows that Ontario has the highest GRR for both age cohorts 65-69 in 2010 and 70-74

in 2015 with 100.76 percent and 111.15 percent, respectively.
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Table 4.17 - Gross Replacement Rate (GRR) with Investment Income: Comparison
between Canada and Selected Provinces.

Unattached Individuals

Q2 Canada | BC AB ON QC NS

65-69 (2010) vs. 55-59 (2000) 91.09| 91.18| 90.12| 9352 | 89.43| 93.62
70-74 (2015) vs. 55-59 (2000) 99.96 | 101.24 | 100.19 | 102.70 | 97.41 | 103.20
Q3
65-69 (2010) vs. 55-59 (2000) 9196 | 90.29| 84.71| 94.19| 9257 | 95.32
70-74 (2015) vs. 55-59 (2000) 106.73 | 105.70 | 103.21 | 109.15 | 106.32 | 110.63
Q4
65-69 (2010) vs. 55-59 (2000) 8255 | 80.76 | 7295| 86.92| 81.87 | 85.79
70-74 (2015) vs. 55-59 (2000) 107.04 | 104.41 | 100.49 | 111.75 | 106.02 | 109.77

From Table 4.17 above, the GRR with investment income for unattached
individuals in the middle-income quintiles shows that, again, the RIS is adequate in
sustaining pre-retirement living standards of Canadians. However, there is a slight
decline in the GRR for unattached individuals compared to household families. However,
the GRR with investment income is relatively higher than GRR without investment
income. For example, Alberta and British Columbia reported inadequate RIS for
unattached individuals in age cohort 65-69 in 2010 for GRR without investment with
62.14 percent and 68.62 percent, respectively. However, for GRR with investment
income for unattached individuals, Alberta and British Columbia reported an adequate
RIS with 72.95 percent and 80.76 percent, respectively.

Furthermore, the table shows that for middle-income Canadians in Q2 and Q3,
Nova Scotia has the highest GRR with investment income for both age cohorts of 65-69
in 2010 and 70-74 in 2015 with 93.62 percent, 103.20 percent, 95.32 percent, and 110.63
percent respectively. On the other hand, Ontario has the highest GRR with investment

income in Q4 for both age cohorts 65-69 in 2010 and 70-74 in 2015 with 86.92 percent
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and 111.75 percent, respectively. Again, Alberta and British Columbia having higher
labour participation rates and share of income derived from employment than other
provinces, it shows no direct relationship between employment income and GRR. The
higher rate of GRR exceeding the threshold of 70 percent for the most part further
explains the reason for the insignificant contribution of share of income from
employment to the total income. This suggests that the RIS is adequate, and a significant
share of seniors who are engaged in employment have other reasons other than the
adequacy of the RIS and are engaged in employment voluntarily.

Table 4.18 shows the percentage distribution of sources of income after age 65 for
middle-income Canadians for couple families and unattached individuals for Canada. The
table is segmented by public pension and other government transfer income, “third pillar”
income from Registered Pension Plans and Registered Retirement Savings Plans, and
“other” income from employment, investment and other sources. This dataset does not
capture withdrawals from investment capital or Tax-Free Savings Accounts, although

accumulation from the latter only began in 2009 and are not limited to retirement savings.
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Table 4.18 - Sources of Income across Quintiles — Percent with Income Sources -

2018
Canada
Couples
65-69 70-74 75+

Q2 Q3 Q4 Q2 Q3 Q4 Q2 Q3 Q4
Total income 100 100 100 100 100 100 100 100 100
Average $31,059.32 (842,794 72|568.057.19|531,598 34 |342 317 08|567.143 38|531,738 80 |$41 818 40 |365 654 48
CPP 90.54 98.20 9925 8980 98.78 99 66 8470 98 52 99 54
0AS/GIS 94 34 98 68 99127 96.47 99 42 99 78 9822 9977 99 87
Other Govt Transfers 98 80 97.69 62.15 99.03 98.13 6189 99.00 98 53 64.79
Sub-total: transfer income 283.67 294.57 260.67 285.30 296.34 261.33 281.92 296.81 264.20
RPP 22.83 68.29 86.07 27.88 80.91 95.86 30.00 83.81 97.81
RRSP 486 1211 19.40 24 6.13 9335 137 427 558
Sub-total: third pillar income |27.69 80.40 105.47 30.29 §7.04 105.22 31.38 88.08 103.39
Employment Income 2045 39.74 60.62 2236 40.21 7798 7125 1927 36.00
Investment Income 2813 4338 56.37 2651 45 85 6239 32.64 57.53 75.69
Other Income 13.53 2337 3229 10.93 21.66 33.63 10.16 2168 36.60
Sub-total Investment Income |41.66 66.75 88.66 37.44 67.51 96.02 42.80 79.21 112.29
Unattached

65-69 70-74 75+

Q2 Q3 Q4 Q2 Q3 Q4 Q1 Q3 Q4
Total income 100 100 100 100 100 100 100 100 100
Average $28.302.00 |547.024 44|872,170.07 |27 897 62 (546,892 80 (572,434 72|827 476 57 |$45.674 95 (570,965 48
CPP 96.58 9585 9187 98.50 9924 9892 98.19 9894 98 88
QAS/GIS 96.60 94.02 8842 9942 99.30 98.39 9981 99.72 9937
Other Govt Transfers 99.62 §2.93 57.70 99.67 81.66 57.70 99.68 84.97 60.42
Sub-total: transfer income 202.80 272.80 237.99 297.58 280.20 25502 297.67 283.63 60.42
RPP 5025 70.08 6435 6821 8961 89 45 7497 9561 97.14
RRSP 10.63 1647 19.12 6.43 972 11125 436 6.38 744
Sub-total: third pillar income |60.88 86.55 83.46 74.64 99.33 100.70 79.33 101.99 104.57
Employment Income 33.03 55.15 66.99 19.91 36.76 44 49 893 21.15 2515
Investment Income 3237 4375 5419 3577 52.03 67.20 51126 7162 8505
Other Income 19.24 2699 3564 1949 3142 4382 19.80 3747 5297
Sub-total Investment Income |51.61 70.75 89.83 55.26 83.45 111.02 71.06 109.09 138.01

Source: Statistics Canada (2021), custom dataset commissioned by author,

From this table, we observe that average income increases along the income quintiles for

age cohorts 65-69, 70-74, and 75 and above. The OAS/GIS (Pillar One), CPP (Pillar

Two) are almost universally available to middle-income Canadians over age 65 across

quintiles. There is general access to other government transfers, especially for seniors in
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Q2 and Q3. However, for the third pillar of the RIS, which includes Registered Pension
Plans (RPP) and Registered Retirement Saving Plans (RRSP), we noticed that middle-
income Canadians in Q3 and Q4 have substantially higher participation rates in the RPP.
RRSP participation rates are substantially lower across age cohorts and quintiles, even
though rather more couple families and unattached individuals in Q3 and Q4 receive
RRSP benefits than Q2. “Fourth pillar” investment and other income are reported by
significant numbers of Canadians across quintiles and age cohorts for couple families and
unattached individuals.

Table 4.19 shows the dollar amount of income received from the RIS and other
sources by middle-income Canadians in age cohorts 65-69, 70-74, and 75 and above. For
Canadians in couple families, the first and second pillars of the RIS are adequate for
those in Q2 and Q3 across the age cohorts. However, Canadians in Q4 would need
additional income from the third pillars to have an adequate RIS, while investment
income would be an additional source of income to the middle-income Canadians across
income quintiles. This data suggest that the RIS provides adequate income across the

first, second, and third pillars with or without investment income.
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Table 4.19 - Distribution of Income across Quintiles — Percent by Income Sources

Canada
Couples
65-69 70-74 75+

Q2 Q3 Q4 Q1 Q3 Q4 Q2 Q3 Q4
Total income 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
Average $31,059.32 (542,794 72|368,057.19 (531,598 34 |S42 317 08|S67 143 38 531,738 80|34 1 818 40 |365,654 48
CPP 19.96 27.63 21.73 19.01 2924 2243 18.48 30.49 22 89
QAS/GIS 61.39 37.08 19.73 66.50 38.62 2131 68.55 3931 22.02
Other Govt Transfers 8121 480 187 745 434 137 715 441 143
Sub-total: transfer income  |89.56 69.51 43.33 92.96 72.20 45.10 94.28 74.22 46.34
RPP 3.88 18.14 3563 411 2091 4277 36l 20.03 43 58
RRSP 0.51 1.58 2.67 0.16 0.58 0.97 0.07 0.38 0.53
Sub-total: third pillar income |4.39 19.72 38.30 4.28 21.49 43.74 3.68 20.41 44.11
Employment Income 315 6.67 1328 0.77 275 6.02 -0.11 0.94 230
Investment Income 182 2.60 349 133 218 3.56 1.66 326 553
Other Income 1.07 1.50 1.59 0.66 1.28 1.57 048 1.17 1.72
Sub-total Investment Income |2.89 4.11 5.08 2.00 1.56 514 215 4.43 7.25
Unattached

65-69 70-74 75+

Q1 Q3 Q4 Q2 Q3 Q4 Q2 Q3 Q4
Total income 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00
Average $28.302.09 (547,024 44|572.170.07|527.897 62 |546,892 80 (572,434 72527 476 57 345,674 95 370,965 48
CPP 2474 1826 1283 2810 2040 14 64 31.69 2196 14.89
OASIGIS 3335 1396 8§25 35.00 16.10 1022 33.99 16.82 10.72
Other Govt Transfers 797 336 1.75 6.62 240 1.29 6.53 251 142
Sub-total: transfer income  |66.05 35.59 22.82 69.72 38.90 26.15 72.21 41.29 27.02
RPP 1791 3491 31.39 2214 4579 48 87 21.06 4631 5317
RRSP 194 3.06 370 0.84 148 197 0.55 0.83 091
Sub-total: third pillar income (19.86 37.97 35.09 22.98 47.27 50.84 21.60 47.14 54.08
Employment Income 9 68 2099 3355 322 797 12.86 0.62 185 279
Investment Income 260 345 584 243 376 722 415 724 1251
Other Income 181 199 169 1.66 209 293 142 249 361
Sub-total 4.41 545 8.54 4.08 5.85 10.14 5.57 9.73 16.11

On the other hand, unattached individuals have a different experience with the income

generated by the RIS. The part of Table 4.19 noting the distribution of unattached

individuals shows that only those in Q2 experienced sufficient income from public RIS

sources, if barely so. Age cohort 65-69 reports a little below 70 percent GRR with 66.05

percent, and those in age cohort 70-74 reporting 69.72 percent. Public RIS income is

adequate only for those in age cohort 75 and above, with 72.21 percent GRR. Canadians
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in Q3 cannot rely on the first and second pillars alone, but RIS adequacy depends on the
third pillar for them. However, for those in Q4, the RIS from all sources fails to meet the
benchmark of 70 percent. Therefore, unattached individuals, especially those in Q3 and
Q4, depend RPP and RRSP's income to sustain their pre-retirement living standards.
Provincial Income Distribution

Provinces within Canada are faced with different challenges and situations that are
unique to each province. Moreover, Canada is a federal system in which there are clear
distinctions between the roles of federal and provincial governments. These distinctions
are reflected in differences in policies, laws, and regulations affecting retirement incomes
and non-cash benefits for seniors among the provinces and territories. Each province has
different economic structures and the freedom to formulate and implement economic and
social policies that affect its residents. However, this research focused on selected
provinces based on the criteria outlined in Chapter 3’s discussions of methodology. These
provinces include Nova Scotia, Quebec, Ontario, Alberta, and British Columbia.

Levels of economic activity, personal and household incomes, and employment
vary widely across provinces as noted in Table 4.7. Patterns of income growth have also
varied widely across provinces for both couple families and unattached individuals
between 2000 and 2010 and again between 2010 and 2018.

Table 4.20 summarizes key differences across provinces related to first, second
and third pillar incomes relative to the national average, sorted by couple families and
unattached individuals. It also shows relative dependence for each income quintile on

public RIS income and third pillar income across Canada and the selected provinces for
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Table 4.20 - Cross-Provincial Comparison of the Public and Third Pillar Income of
the RIS

Couples (Percent of Total Income)

65-69
Q2 |Camada/BC [AB [ON [QC NS

0AS [61.39 [60.79[43.36(60.67[63.98[62.71
CPP (1996 [17.51]20.29]16.46(23.18(27 46
RPP (388 (489 [7.73 [3.83 [3.11 [3.31
RRSP (051 077 [1.20 [0.57 [0.26 [031
Q3
OAS [37.08 [35.66|38.54]36.54|37.74[36.99
CPP (2763 [2697[27.08[28.20[27.57[28.16
RPP (1814 [18.14]12.16]16.59]20.54]21.17
RRSP (158 [2.12 [2.08 [1.84 [1.08 140

Q4

0AS (1973 [19.83]20.12{19.63(19.76|19.56
CPP 2173 |22.04|22.47|22.44|21.11(20.68
RPP [3563 |33.61|28.83[34.56(39.50|38.43
RRSP |267 [3.30 |53.63 |2.95 [1.95 |237

70-74
Q2 |Camada|BC [AB |ON |QC [Ns

OAS 6650 |68.27|52.80|67.01|66.5264.69
CPP [19.01 [15.98[17.75]14.24]22.98[27.91
RPP [411 533 962 [443 [3.16 [336
RRSP [0.16 [0.25 024 [0.22 Jo.07 Jo.10
Q3
OAS [3862 [37.23[4139|37.60[39.21(38.76
CPP [2924 [2935|28.10[30.27]28.63|29.70
RPP [2091 [2193[15.13[19.66]22.94]23 43
RRSP [058 [0.81 [0.58 [0.67 [0.44 [057
Q4
0AS [2131 [2129|2190[21.19|21.27|21.23
CPP  [2243 [22.82|23.54[2334|21.29(21.17
RPP [4277 [41.15[37.97|42.01]46.00(45 47
RRSP (097 [1.18 [1.19 [1.07 [0.69 [0.83
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75+

Q2 Canada|BC |AB |ON (QC |NS
OAS (6855 |71.14(57.11|71.18|66.75|64.18
CPP 1848 |15.78(15.63(12.73(23.22|28.74
RPP |361 |440 (936 [3.73 |2.89 |322
RRSP |0.07 0.06 10.00 |0.07 |0.09 |0.10
Q3

0AS (3931 |37.60(42.12(38.18|40.22|39.21
CPP 3049 (31.21|128.63|31.35|29.84(30.83
RPP 2003 [22.07114.53|119.33|21.28 (23 .61
RRESP (038 |036 (033 (036 |042 |034
Q4

OAS (2202 |21.86(23.23(21.93|21.85|21.72
CPP 2289 (2321123.61|123.79|21.48(21.45
RPP 43 58 (42.78|38.55|42.56|46.63 |18 98
RRSP (053 |0.57 [0.58 [0.51 |0.56 |046
Unattached Individuals

65-69

Q2 Canada|BC (AB |ON |QC |NS
0AS 3335 ([3030|3987|34.63|31.62(29.72
CPP (2474 |24.70(23.84(25.32|24.54|25.23
RFPP 1791 |19.07(10.12|114.15(22.92|24 39
RRSP |194 263 |198 (217 |1.55 |1.55
Q3

0AS 1396 |14.23(14.59(1408(13.68|13.51
CPP 1826 |[1840|1851|18.62(17.86(18.05
RFPP 3491 ([31.87|27.38|32.50|3997 (3926
RRSP |3.06 344 (418 (348 (232 |2.79
Q4

0AS 8.25 836 |B05 [E32 |TO9E |BA43
CPP 1285 |12.83|12.88|13.05(12.25(12.96
RPP |3139 |27.83(2443|3394|32.61|32.54
RRSP |3.70 361 (421 [3.78 |3.31 |3.67

88




70-74

Q2 Canada|BC |AB |ON |QC |NS

0QAS  [3500 |31.61[453.06(3541]33.41|31.77
CPP |28.10 |28.68|26.39|29.32|27.13|28.68
RPP 2214 |2522|13.21|1890|26.64|28.61
RRSP |0.84 1.15 |0.74 (0.87 |0.73 ]0.90

Q3
0AS [16.10 [16.26]16.75[16.06[15.96[15.74
CPP [2040 [21.02[2131]21.37|18.98[19.88
RPP [4579 [4335(39.80[43.77]50.49]49.04
RRSP [148 [1.76 |1.94 [1.62 [1.17 [1.36
Q4
0AS [1022 [1036]1
CPP [1464 [14.96]1
RPP (4887 [4554[4
RRSP (197 [199 |2

20{10.17110.21|10.18
08|14.90]13.56|14.25
62|51.44150.09 (4940
5 1195 [1.84 [2.12

75+
Q2 |Canada|BC [AB [ON [QC |NS

0AS [33.99 [31.25[39.81[33.51[33.66[3135
CPP [31.69 [33.04]29.11[32.76[30.51[32.09
RPP [21.06 |[2438]14.06[19.38]23.68]28.70
RRSP (055 [0.61 [0.41 [0.53 [0.63 [0.46
Q3
0AS [16.82 [16.87[17.54|16.70]16.72]16.51
CPP [2196 [22.60[22.59[22.78]20.15[21.41
RPP [4631 [45.04]42.09|44.66]50.08]51.74
RRSP (083 [0.85 [0.88 [0.83 [0.89 [0.58
Q4
0AS [10.72 [10.81]11.21]10.61]10.60]10.78
CPP [14.89 [15.22[15.43[15.12]13.62[14.57
RPP [53.17 |[51.11]48.04|54.45]54.29]56 34
RRSP [091 [0.90 [0.83 [0.90 [1.02 [0.69

couple families and unattached individuals.
Detailed data for each province are found in Appendices 4.1 through 4.10.
Appendix 4.1 notes that there is increased participation of middle-income

Canadians in British Columbia participating in CPP, OAS/GIS, and many receiving other

89



government transfers for couple families and unattached individuals and across the age
cohorts and income quintiles. Many British Columbians also increase participation in
RPPs but lower participation in RRSPs across age cohorts and income quintiles.
However, British Columbians in Q3 and Q4 have increased participation in RRSPs than
those in Q2 for couple families. Many Canadian households in British Columbia have at
least one form of investment income, and those in Q3 and Q4 participated more in
investment income than those in Q2. For unattached individuals like couple families,
there is increasing participation in CPP, OAS/GIS, and other government transfers with
over 90 percent participation rate. The difference between unattached individuals and
couple families is that all British Columbians in the middle-income quintiles (Q2, Q3,
and Q4) have increased participation in RPPs and reasonable participation in RRSPs. In
contrast, primarily those in Q3 and Q4 of households in British Columbia participated in
RPPs. Also, unattached individuals have higher participation in RRSPs than couple
families.

Appendix 4.2 shows data for couple families and unattached individuals, only
Canadians in Q2 are able to achieve RIS adequacy using the first and second pillars for
all age cohorts of 65-69, 70-74, and 75 and above. The data show that for couple families,
Canadians in Q2 for age cohort 65-69 reported 84.18 percent; Q2 in age cohort 70-74
reported 89.85 percent, and Q2 in the age group 75 and above reported 92.46 percent.
Therefore, in British Columbia, Canadians in Q2 achieved adequacy of the RIS within
the first and second pillars. However, Canadians in Q3 and Q4 need the addition of the
third pillar for their RIS to be adequate. However, for unattached individuals, that table

shows that middle-income Canadians in all age cohorts would reply on the first, second,
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and third pillars of the RIS in order to achieve the adequacy of the RIS, and investment
income would be an additional source of income. The exception is for Canadians in the
age group 65-69 in Q4, where the table shows that not all the three pillars with
investment income could achieve the adequacy of the RIS. As a result, Canadians in this
category are more prone to see employment involuntarily to meet their pre-retirement
living standards.

Furthermore, the income from RPPs and RRSPs for lower-income quintiles in
British Columbia is meager, and they are not a good source of retirement income for
Canadians in British Columbia. The RPP as a source of retirement income is very low for
Canadians in Q2 but much better for Q3 and Q4 across the age cohorts for couple
families. However, unattached individuals benefited more in the income from RPPs
during retirement because there is a reasonable percentage of income RPPs contributes to
their total retirement income. On the other hand, RRSPs as a source of retirement income
have a very low percentage of the total retirement income, and income from RRSPs could
be considered insignificant to the RIS for both couples in families and unattached
individuals on average.

Appendix 4.3 shows that similar to British Columbia, there is increased
participation of middle-income Canadians in Alberta participating in CPP, OAS/GIS, and
many receiving other government transfers for couple families and unattached individuals
and across the age cohorts and income quintiles. The exception is for couple families in
age cohort 70-74 and in Q2, Q3, and Q4, which show a declined number of Canadians
participating in OAS/GIS compared to their counterparts in 65-69 and 75 and above. In

Alberta, it is observed that Canadians in Q4 across the age cohorts of 65-69, 70-74, and
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75 and above have reduced participation in other government transfer with 25.03 percent
for age group 65-69, 18.25 percent for age group 70-74, and 23.15 percent for age group
75 and above. In addition, there is a reasonable rate of participation of couple families in
RPPs, especially for Canadians in Q3 and Q4, but RRSPs have a low rate of participation
across the age cohorts and income quintiles. However, for unattached individuals, there is
a reasonable participation rate in RPPs across age cohorts and income quintile and
especially those in Q3 and Q4. Again, RRSPs have a lower participation rate for all age
cohorts and across income quintiles, but this rate is higher than Canadians in households.
There is also moderate participation among Canadians in Alberta in investment income.
From Appendix 4.4, we see that middle-income couple families Canadians, and
across the age cohorts living in Alberta are barely achieving RIS adequacy for those in
Q2 and Q3 with 78.48 percent and 74.07 percent for 65-69, 85.95 percent, and 77.98
percent for 70-74, and 87.70 percent and 79.48 percent for 75 and above from the CPP,
OAS/GIS and other government transfers. With the first and second pillars of the RIS,
Albertans in Q2 and Q3 were able to hit the 70 percent benchmark of the pre-retirement
income required to sustain their living standard in post-retirement. However, for
Canadians on Q4, the first and second pillars of the RIS are inadequate, and they will
need the third pillar to achieve the adequacy of the RIS. Investment income contributes
so little to the RIS for Alberta. The contribution of RPPs in Alberta was reasonable and
more couples in families of Alberta in Q4 across the age cohorts benefited from RPPs
during retirement. However, RRSPs have little contribution to the RIS on average as a
source of retirement income across the age cohorts and income quintiles, especially

Albertans in the age group 75 and above where income from RRSPs is 0.00 percent for
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Q2, 0.33 percent for Q3, and 0.58 percent for Q4. The same is reported for unattached
individuals with RRSPs as the income source from RRSPs to the total retirement income
is insignificant, again especially for those in Q4.

Furthermore, for unattached individuals in Alberta, only those in Q2 across the
age cohorts achieved the adequacy of the RIS with few points above the 70 percent
threshold with the first and second pillars, but they satisfactorily achieved the adequacy
of the RIS in addition to the third pillars. Albertans in Q3 and Q4 for age cohort 65-69
requires all income sources from the RIS, including investment income, to be adequate.
Unfortunately, Albertans in Q4 could not achieve RIS adequacy with investment income.
However, age cohorts 70-74 and 75 and above did a little better because those in Q3 and
Q4 achieved the adequacy of the RIS with all the three pillars, and investment income
will help to meet the RIS adequacy satisfactorily.

Appendix 4.5 shows that there is increased participation of Canadians living in
Ontario in CPP, OAS/GIS, and other government transfers for couple families. However,
CPP participation declined for those in Q2 across the age cohorts compared to those in
Q3 and Q4 for couple families. RRSP has reasonable participation, but there is also
reduced participation for those in Q2 across the age cohorts compared to those in Q3 and
Q4. RRSP data for Ontario show that Canadians living in Ontario are relatively averse to
investing in RRSPs; hence, there is a surprising decline in the participation rate across all
the age cohorts. Instead, Canadians in Ontario are comfortable in investment income as a
source of retirement income leading to reasonable participation in investment income.
The participation in investment income is more noticeable across the age cohorts for

Canadians in Q4.
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On the other hand, unattached individuals living in Ontario also have increased
participation in CPP, OAS/GIS, and other government transfers, but this time around
across age cohorts and income quintiles. RPPs have a good level of participation across
age cohorts and income quintiles, and participation in RRSPs is better for individuals
than couple families. Investment income also has a reasonable participation rate among
middle-income seniors in Ontario.

Appendix 4.6 shows that for couples in families, the RIS is adequate with the first
and second pillars for Canadians living in Ontario and Q2 and Q3 across the age cohorts,
but the first and second pillars of the RIS are inadequate for those in Q4; hence, they will
need the third pillar for the RIS to be adequate. Similar to the participation rate of
households in Ontario in RRSP, the income source of RRSPs to the total retirement
income is insignificant across age cohorts and income quintiles. RPPs are beneficial to
those in Q4 compared to Q2 and Q3. However, although Canadians living in Ontario
have good participation in investment income, this is not reflected in the dollar amount of
investment income contribution to the RIS. Unattached individuals’ percent by income
source leaves much to be desired. For the age cohort, 65-69, the first and second pillars
did not achieve adequacy of the RIS compared to couple families in all the three income
quintiles. Therefore, Canadians living in Ontario will require the third pillar of the RIS to
achieve adequacy for those in Q3. Unfortunately, those in Q4 could not achieve adequacy
of the RIS with all the three pillars and investment income. However, for age cohorts 70-
74 and 75 and above, the first and second pillars barely achieved the adequacy of the RIS
for those in Q2 only, while Q3 and Q4 will need the third pillar of the RIS to achieve

adequacy. RPP as a source of retirement income is more advantageous to those in Q3 and
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Q4, but RRSPs have a very low-income contribution to the RIS across the age cohorts
and income quintiles.

In Quebec, Appendix 4.7 shows that couple families have a high participation rate
in CPP, OAS/GIS across income quintiles and age cohorts. However, other government
transfers have an increased participation rate for those in Q2 and Q3, while those in Q4
saw a decline in other government transfers participation rates across age cohorts. RPP
has an increased number of households enrolling into it for Q3 and Q4 but a decline in
Q2 across age cohorts. Again, just like the other provinces, Quebec has a significant
decline in the number of middle-income Canadians enrolled in RRSPs across age cohorts
and income quintiles except for those in the age group 65-69 in Q4 that report reasonable
participation in RRSPs. There is a reasonable number of Canadians in Quebec with
investment income across age cohorts, and those in Q4 reported a significant number of
households with investment income. The data for unattached individuals in Quebec show
a slightly different result. There is an increasing number of unattached individuals
participating in CPP, OAS/GIS. However, other government transfers show a slight
decline for those in Q3 compared to couple families and a significant decline in the
number of retired Canadians in Q4. RPPs show a steady number of Canadians
participating in pension plans across age cohorts and income quintile better than
households, but RRSPs have a reduced number of individuals enrolling in the retirement
saving platforms. Again, investment income shows a significant number of Canadians in
Quebec with one form of investment or the other, but the number is more for those in Q4

with a significant number of people with investment income.
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Appendix 4.8 shows that for couple families, Canadians in Q2 satisfactorily
achieved the adequacy of the RIS, while those in Q3 barely achieved the RIS adequacy in
the first and second pillars. However, Q4 will need the third pillar to satisfactorily
adequacy in the RIS. The income from RPP is more beneficial to those in Q3 and Q4
across age cohorts, but Q2 has a considerable decline in RPP income. Again, as observed
in other provinces, RRSP income contribution to the RIS is insignificant, and it adds little
or nothing on average to Canadians as a source of income in retirement. Also, investment
income across age cohorts and income quintile do not provide a good source of
retirement income, except for those in Q4 of age cohort 75 and above, where investment
income provided a little source of income compared to Q2 and Q3 in other age groups
cohorts with 7.35 percent. However, for unattached individuals, the first and second
pillars did not achieve RIS adequacy for all age cohorts and income quintiles. Hence, it
will require the third pillar to achieve adequacy, except for those in Q4 of age cohorts 65-
69, with inadequate RIS even with investment income. RPP for unattached individuals
provides a reasonable and steady source of retirement for all income quintiles, especially
for those in Q3 and Q4. Unfortunately, RRSP contributes little on average to the RIS as
with other provinces.

Appendix 4.9 shows that a high number of household seniors living in Nova
Scotia receive the CPP and OAS/GIS. However, other government transfers have those in
Q2 and Q3 receiving more and have a higher participation rate than those in Q4 across all
age cohorts. Conversely, RPPs benefit those in Q3 and Q4 more than Q2. For example,
for age cohort 65-69, those in Q3 reported 73.71 percent, and Q4 reported 87.59 percent

participation rate while Canadians in Q2 reported a 25 percent participation rate in RPPs.
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A similar outcome was reported for age cohorts 70-74 and 75 and above. RRSPs have the
fewest number of Canadians in Nova Scotia contributing, like the rest of the selected
provinces. Investment income has a reasonable number of Canadians investing into their
retirement, but across the age cohorts, those in Q4 have a higher number of investors into
their retirement than Q2 and Q3 reporting 71.75 percent for age group 65-69, 82.18
percent for age group 70-74, and 99.78 percent for age group 75 and above. However,
unattached individuals also have a high number of seniors receiving and participating in
CPP and OAS/GIS. However, the number of seniors receiving other government transfers
is high for Q2, around average for Q3, and very low in number for Q4. RPPs have a
significant number of seniors contributing across age cohorts and income quintiles, but
RRSPs have a low number of Canadians participation compared to other sources of the
RIS. Investment income has a reasonable and steady number of seniors but is more
favorable to those in Q3 and Q4 across age cohorts.

From Appendix 4.10, seniors in couple families in Q2 show satisfactory adequacy
of the RIS across age cohorts while Q3 barely achieved the adequacy of the RIS with the
first and second pillars. However, Q4 across the age cohorts will need the third pillar to
achieve adequacy of the RIS. The income received from RPPs is very low for Q2, which
is less than 5 percent of the total retirement income across age cohorts. However, Q3 and
Q4 have a reasonable income from RPPs across the age cohorts. RRSPs are not a good
source of retirement income for Canadians in Nova Scotia because the average
contribution to the total retirement income is around 1.00 percent. Investment income
does not provide a significant source of retirement income across quintiles and age

groups, but it is considered an additional source of retirement income. Unattached
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individuals need all the three pillars to achieve adequacy of the RIS across age cohorts
and income quintiles, except for Q4 in age cohort 65-69. The table shows that there is
inadequacy of the RIS with the addition of investment income. RPP provides a
comfortable source of income for seniors in all age groups and income quintiles, but
RRSP is again contributing low income to seniors; thus, the dollar amount of income
from RRSP is insignificant to seniors of all age groups. Lastly, investment income is also
a low source of retirement income, but it is more favorable o those in Q4.

Interpretation of Data

From the Tables and Appendices discussed above, it may be seen that the public RIS
(pillars one and two) provides adequate incomes for seniors in couple families in Q2
across age cohorts while those in Q3 barely achieved adequate levels of RIS income
replacement from the first and second pillars. However, Q4 families across age cohorts
will need the third pillar to achieve adequate levels of income replacement from the RIS.
Income received from RPP is very low for Q2 -- less than 5 percent of the total retirement
income across age cohorts. However, families in Q3 and Q4 have a reasonable income
from RPP across age cohorts. Investment income does not provide a significant source of
retirement income across quintiles and age groups, but it is considered an additional
source of retirement income. Unattached individuals need all the three pillars to achieve
RIS adequacy across age cohorts and income quintiles, except for Q4 in age cohort 65-
69. This is shown in Table 4.19 that there is inadequacy of the RIS with the addition of
investment income. RPP income provides a comfortable source of income, on average,
for seniors in all age groups and income quintiles, but RRSP is again contributing a

relatively low share of income. Thus, the dollar amount of income from RRSP is
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relatively insignificant, on average to seniors of all age groups, whatever its benefits to
particular groups. Lastly, investment income is also a low source of retirement income,
but it is more favorable to those in Q4.

Overall, the data analysis shows that Q2 quintiles especially couple families are
more dependent of the first and second pillars of the RIS, but for unattached individuals,
there is a significant distribution of mix of first and second pillar sources of the RIS. The
rationale is that OAS for most couples are generally twice what unattached individuals
receive as only a small proportion of those in Q4 is subject to the OAS clawback.
However, a higher income from first pillar for Q2 unattached individuals could be linked
to the GIS receipts. Hence, Q2 couple families and unattached individuals significantly
depend on the public RIS income sources, especially OAS for couple families. Therefore,
improvements to income security may come from the first pillar on the short-run while
long-term improvements in income security may be through CPP reforms starting in 2019
to make CPP replace 33% of employment earnings over the lifetimes of employee and
the self-employed instead of the previous 25%.

Furthermore, Q3 couple families receive a significant share of their retirement
income from the third pillar of the RIS, and mostly from RPP sources, while Q3
unattached individuals depend substantially on third pillar for their retirement incomes.
Hence, as long-run supplemental CPP is introduced in 2019-2024, the Q3 group will
likely benefit, because Canadians in Q3 are closer to the top of the CPP earnings range.
The public RIS income is also significant for Q4 couple families because they have
access to full, or nearly full OAS payments and a significant CPP income. Unattached

individuals draw on one OAS payment and it is reflected in the reduced reliance on
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public RIS. However, Q4 couples and individuals may also benefit from the increases in
supplementary CPP contributions, which is starting in 2024. That said, for those in Q3
and Q4 groups, is it unclear of the effect of higher CPP premiums will have on their
overall saving rates. Investment and other income is a more significant source of
retirement income for unattached individuals in Q2, Q3 and Q4 than for couples.
Overall, the public RIS serves its purpose in providing a safety net with effective income
replacement for Q2 families and individuals.

Another major finding is that the GRR with or without investment income is not
affected by employment income and vice versa. They are not linked or connected in such
a way that the increase in GRR would not lead to a decrease in employment income and
vice versa. Therefore, GRR may is not the only determining factor in the decision to seek
employment at retirement. According to Field, Uppal, and LaRochelle-Cote (2017), there
are other factors that lead to seniors remaining in employment, notably marital status and
the presence of dependent children, particularly when a working partner may lead to the
other spouse remaining employed. Another significant factor is the level of education, as
more educated seniors are more likely to remain employed than seniors with lesser
education. Rising wages and more employment opportunities are other factors that lead
seniors to remain in employment. Indebted seniors are also more likely to remain
employed. These factors limit the dependence of employment income on GRR, although
results may vary if other variables are included in the analysis. The data show that
Canadians in couple families would have a higher level of increase in employment

income than unattached individuals or persons not in a family.
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One explanation of why the GRR with and without investment income does not
significantly affect the RIS may be that as retired Canadians receive earnings from
investment income, their expenses increase higher than retired Canadians who do not
have additional income from investment. Another reason that could explain this trend is
the effect of OAS clawback. The principle of OAS clawback requires retired Canadians
to pay back part of their earnings to the government if they exceed the income threshold
because it will push them into a higher tax rate bracket. The current threshold amount of
the OAS clawback is $79,054, based on the 2020 income. Therefore, any income of
retired Canadians above the threshold is subject to paying back the government a portion
of the OAS received (Omololu 2021). Furthermore, Omololu (2021) notes that Canadians
whose income exceeds $128,149 for 2021 will not be entitled to any OAS benefit after
taxes.

This thesis aims to determine the adequacy of the RIS on middle-income retired
Canadians. There were concerns that the RIS was inadequate, which resulted in retired
Canadians seeking employment to support the income received from the RIS. Therefore,
it suggests that there is a relationship between the RIS and employment income such that
as income received from the RIS increases, employment income would decrease and vice
versa. However, the data analysis findings show no significant relationship between the
RIS and, by extension, the GRR with or without investment and employment income.
Addressing the first hypothesis of the thesis, the extent to which persons aged 65 years
and older, in each of the three middle-income quintiles, both individuals and couple
households’ employment income engaged in employment or self-employment since 2000

is on the decline from age cohorts 65-69 to 75 and over. The employment income per
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person in real or after inflation adjusted dollars is on the decline since 2000. The findings
show that Canadians aged 65 years and older saw a decline in employment for unattached
individuals and couple families. However, the percentage of people employed increased
from 2000 to 2018. The difference in the number and amount of employment income
may suggest that many retired Canadians are engaged in employment as a matter of
interest (or to supplement income at the margins) and not of necessity. The reason is that
though the number of people employed increased in 2018 compared to 2000, the amount
of employment income did not increase in the same proportion.

To address the second hypothesis, the extent and the resulting level of
employment relation to the variation in pension benefits and other forms of retirement
income is not significant because pension benefits are a part of GRR calculations, and the
data analysis shows that the GRR has no significant impact on the extent of employment
income. However, the data show that, on average, the share of employment pension
(RPP) benefits other than the CPP increases as the income quintile moves from lower,
middle to upper. Unattached individuals have a larger share of income from employment
pension benefits than couple families both nationally and in all provinces. Therefore, the
overall outcome of the data analysis is that the RIS/GRR is not the sole determining
factor in the decisions of retired Canadians to seek employment. Instead, multiple factors
affect the need to sustain pre-retirement living standards and maintain current
consumption levels. It should be emphasized that the inability to sustain pre-retirement
living standards is not the same as a low, or below-poverty level standard of living.
Canadians do not need to replace all their gross working income after retirement because

their expenses eventually decline (Cross 2014). Therefore, it may be difficult to
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extensively determine the adequacy of the RIS where other variables such as cost of
living, inflation, GDP, interest rates, consumption level, healthcare, and other economic
variables are not considered. If included in the thesis and in the data analysis, they may
change the relationship dynamics between GRR and employment income.

However, based on the findings of this thesis, the RIS is adequate for middle-
income Canadians. Furthermore, according to Milloy (2019), poverty rates among seniors
aged 65 and over have fallen over the years. For example, seniors' poverty rate across
Canada fell to 5.6 percent in 2018 and 5.4 percent in 2019 from 7 percent in 2015. The
reduction in the poverty rate is also seen across the provinces, as noted in Table 4. 21

Table 4.21 - Poverty Rates among Canadians 65 and over

Regions 2015 2018 2019
Canada 7.0 5.6 5.4
Alberta 3.2 35 3.3
Ontario 6.0 5.4 5.6
Quebec 6.8 5.4 5.0
British Columbia 11.3 1.7 59
Nova Scotia 10.5 8.1 7.8

Source: Canadian Income Survey, 2019. Finance and Treasury Board. Government of
Nova Scotia
Table 4.21 shows that across the years using 2015 as the base, the poverty rate has
declined on average in all the provinces with slight differences. In Alberta, the poverty
rate increased from 3.2 percent in 2015 to 3.5 percent in 2018 and later declined to 3.3
percent in 2019. However, in Ontario, the rate declined to 5.4 percent in 2018 from 6
percent in 2015, but later increased to 5.6 percent in 2019.

These developments are represented graphically in Figure 4.6, which shows that
the 2018 curve is below the 2015 curve, while the 2019 curve is beneath 2018,

representing the decrease in the poverty rate in Canada and provinces among seniors.
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Hence, it shows a consistent decline in the seniors’ poverty rate, suggesting that the RIS
is achieving these particular goals, with slight variations due to other factors not covered
by this thesis.

Figure 4.6 - Poverty Rate among seniors age 65 and over
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In conclusion, data analysis used in this these shows that employment income in
retirement is not a significant source of retirement income, particularly for older seniors
(75 and over) and those in lower-middle and middle-income quartiles. The data analysis
includes data for Canada and the selected provinces. A comparative analysis of the
employment rates in Canada and selected provinces for couples in families and
unattached individuals, which includes the percent of age cohorts employed during
selected years of 2000 and 2018 for the middle-income quintiles, was discussed in this
chapter. The GRR with and without investment income was also analyzed for ten (2010)
and fifteen (2015) year periods using the year 2000 as the base year to determine the
adequacy of the RIS for couples and unattached individuals in Canada, with comparisons
for Canada and selected provinces. Lastly, the data were analyzed on the distribution of
different retirement income sources across quintiles and age cohorts for 2018 for Canada

and the selected provinces.
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CHAPTER FIVE - CONCLUSION

FINDINGS, LIMITATIONS, RECOMMENDATIONS

This study analyzed the adequacy of the RIS system on middle-income retired Canadians
and determined whether the RIS meets its two primary objectives. Based on the data
analysis and the findings, this thesis will establish a conclusion and achievement on this
study on whether the RIS is adequate for middle-income retired Canadians. It has also
discussed various studies and research by policy analysts, academics, and other
government agencies. This chapter section will focus on the data analysis findings, the
limitations the thesis encountered in the study of the RIS, and the recommendations for
future research on the RIS.

This research shows no significant relationship between RIS/GRR adequacy and
post-65 levels of employment income. The RIS provides reasonable income replacement
levels for most middle-income Canadians in retirement except those in the upper-middle
and the upper-income quintiles. Pension inequality between private and public sector
employees is apparent from broader research. The major advantage for public sector
employees is that they can retire “early” between 55-59 and 60-64. In contrast, the private
sector employees and the self-employed often have to work until age 65 or beyond before
they can satisfactorily retire from employment. The relative adequacy of the RIS in
replacing pre-retirement income is subject to the amount of pre-retirement income earned
by Canadians and the variables that constitute pre-retirement income. Therefore, any
assessment of the adequacy of the RIS should focus on the combination of pre-retirement

income and expenses and post-retirement income and expenses because expenses often
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decline during retirement, just as the data analysis shows that employment income
decline with age.

Finally, this research shows that the GRR does not determine employment rates
and levels of employment income (dollar amounts) among retired middle-income
Canadians. Its findings suggest that the RIS is adequate for middle-income retired
Canadians because their employment income declines with age just as other research
suggests that their expenses decline. In addition, the data analysis indicates that
employment rates and levels of employment income decline with age; as such, there is a
strong inference that employment is voluntary for a substantial plurality, if not majority,
of middle-income Canadians. Therefore, based on the findings of this thesis, the RIS is
adequate for the middle-income retired Canadians to a large extent, subject to further
analysis to determine if other variables not considered in this thesis may alter the
outcome.

Ongoing changes to the RIS announced since 2016 offer the potential for further
improvements (Runchey 2019). The Federal Government successfully negotiated
changes to the CPP with the provinces. The first set of changes, to be phased in between
2019 and 2023, will increase the cost of contributions from 9.9 to 11.9 percent. These
increased contribution cost affects all future pensionable earning levels between than the
Year’s Basic Exemption (YBE) of $3,500 and the Year’s Maximum Pensionable
Earnings (YMPE) of $57,400 in 2019. The full funding of these additional CPP benefits
is intended to replace 33.33 percent of all future retired Canadians’ average income,
compared with the current 25 percent CPP replacement rate (Runchey 2019). In addition,

the second set of changes will increase Yearly Additional Maximum Pensionable
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Earnings (YAMPE) by 14 percent beginning in 2024-25. However, some critics have
suggested that the steady increment of YMPE of $57,400 in 2019, $58,700 in 2020,
$61,600 for 2021, and $64,900 for 2022 may pose a significant short-term economic
burden on lower- to middle-income Canadians, particularly following the adverse impact
of the COVID-19 pandemic on the economy. That said, the successful implementation of
the CPP enhancement as noted above would further strengthen the RIS's ability to
achieve its objectives of poverty reduction and income replacement (Runchey 2019).
Limitations

Although this thesis aimed to determine the adequacy of the RIS for middle-income
retired Canadians, there are limitations experienced in this research. The first limitation
was data gathering.

The most potentially useful source of data to investigate the questions raised in
this thesis was the Longitudinal Administrative Data formerly used by researchers to
analyze income tax returns from the Canada Revenue Agency. Unfortunately, with the
discontinuation of this data set, it became necessary to pay for a custom data set from
Statistics Canada to organize data by age cohorts and income quintiles to enable the
investigation of the research questions for this thesis.

Moreover, requirements to access historical LAD, including security clearance,
getting the thesis approved by some government agencies, and being confined to a
specific location, further complicated the use of historical data. The latter requirement
was impracticable given the COVID-19 pandemic and related public health restrictions.
Furthermore, data on labour force attachment are not cross-referenced with income data

to help determine whether the employment status of older Canadians, including but not
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limited to those over 65, was full-time or part-time. Such data would provide additional
evidence to help ascertain the nature of employment income, whether voluntary or
involuntary. Statistics Canada confirmed that it does not segment data on differences in
pension benefits between the private and public sector employment, which would have
provided additional evidence on the extent of pension inequality between private and
public sector employees.

The scope of the thesis research and the need to pay for available data were also
reflected in methodological choices made in commissioning data. Data commissioned
was based on periodic years 2000, 2005, 2010, 2015, and 2018 instead of data for each
year from 2000 to 2018. Similarly, the selection of Canada’s four largest provinces and
Nova Scotia as the basis for province-specific research was determined to be a more
effective use of the researcher’s time than the investigation of data for all the provinces
and territories of Canada. Furthermore, the shortcomings of the data for analysis include
the difficulty in sorting out income from unattached seniors at the beginning of the period
from survivors of couple families, one of whose members may have died during the
period of comparison. The data also indicate that not all seniors have access to all sources
of retirement income, particularly pillar three and pillar four of the RIS.

This research recommends that more extensive research at an advanced level is needed to
determine the adequacy of the RIS on middle-income retired Canadians. The research
should include data from Canada and all provinces and territories as well as across a
range of years; for example, data on each year from 2000 to 2020 should be analyzed.
Further research is recommended on seniors' pre-retirement and post-retirement living

standards in the upper-income quintile across the age cohorts of 55-59, 60-64, 65-69, 70-
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74, and 75 years and over. The research will help to determine if they are better off or
worse off at retirement and if they benefit from the RIS or are disadvantaged by the RIS

and other social policies.

Conclusion

This research focused on the adequacy of the RIS on middle-income retired Canadians,
and to analyze this, we looked at all the sources of the RIS from the first pillar to the
fourth pillar across age cohorts and income quintiles. It also considered retired Canadians
in couple families and unattached individuals showing the varying impact of the
adequacy of the RIS in this classification and how it affects the employment income of
Canadians aged 65 years and over, especially for middle-income quintiles. The study
assumed that the RIS influences employment income such that the adequacy or lack
thereof determines if retired Canadians would be engaged in involuntary employment.
However, from the data analysis of this thesis, we found out that the RIS is indeed
adequate for most middle-income retired Canadians, and surprisingly, there is no
significant relationship between the RIS and employment income. Thus, this thesis finds
that other variables outside of the RIS make retired Canadians continue or seek

employment.
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