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Abstract

Employer-sponsored private pension plans are a key element of the financial security of Canadians, and the institutional environment around retirement savings is evolving rapidly in the face of pressures from globalization and an aging population. The potential erosion of Canada’s defined benefit employer pension system is a primary issue of public policy concern, and a preoccupation of provincial regulatory authorities, the Canadian central bank and the federal finance department. The evolution of Canada’s retirement income system has wide-reaching implications for wealth distribution, concentration and portfolio composition and potentially important impacts on federal tax policy and the stability of the Canadian financial system.    

 The paper will summarize developments in Canadian wealth measurement with particular emphasis on the wealth value of employer-sponsored pension plans in the context of aggregate net worth. It will demonstrate how pension wealth is vital to understanding Canadian net worth in an international context, where retirement income systems are evolving into different institutional arrangements at different rates. The paper will include comparisons of LWS to nationally-preferred Canadian aggregates, and Canada-US comparisons will be shown using available measures. The paper will conclude by highlighting important gaps and priority areas for future development to enable meaningful net worth comparisons from the Canadian perspective. 
I  Introduction

The appropriate structure and form of Canada’s retirement income system is the subject of intense debate in current public policy circles, and questions surrounding the likely impacts of alternative models on the future financial security of Canadians have taken on heightened interest. The debate focuses primarily on the shift from traditional defined benefit pension arrangements to alternative mechanisms for pension wealth accumulation and the policy responses needed not only to protect the interests of future retirees but also to ensure a well-functioning economy and an efficient financial system. Appropriate measures of pension wealth, the forms in which it is held, its importance in the overall net worth portfolio and how it is distributed across Canadian families and the age structure of the population are key to informing the dialogue. This discussion can only increase in importance as the population ages. 
From Canada’s perspective, a cross-national wealth database which includes pension wealth for countries with varied institutional frameworks to accumulate retirement savings would be an invaluable policy tool.   Unfortunately, international wealth surveys have many gaps in the pensions area, and as a result the comparability of distributional wealth statistics limits cross-national analytical potential in very important ways.  In fact, preliminary “lowest common denominator” estimates of net worth from the Beta test version of the Luxembourg Wealth Study database exclude pension wealth altogether due to these complexities and gaps. This is clearly an undesirable result from the Canadian perspective and risks to provide a misleading picture of the relative financial security of Canadians in an international context. 
This paper begins by exploring the dimensions of the Canadian retirement income system and examines pension wealth measurement in the context of recent findings from the Canadian Survey of Financial Security. It also touches on recent developments in macroeconomic wealth measures in the Canadian SNA, including the construction of a Pension Satellite Account. 
The paper goes on to explore the impact on the wealth distribution of excluding pension wealth from Canadian net worth aggregates. It concludes with a simple illustrative example presenting Canada-US wealth comparisons with existing measures from national sources. Gaps in available measures with respect to pension wealth are highlighted, bringing into focus an argument for fostering the continued development of international wealth measures to address key questions of generalized policy interest. 
II. The Canadian pension system and public policy debate
A. Dimensions of Canada’s pension system
There are essentially three pillars that make up Canada’s pension system. The first is government income support in the form of social security programs such as the Old Age Security (OAS) and the Guaranteed Income Supplement (GIS). The second is a publicly managed pension system: the Canada and Quebec Pension Plans (CPP/QPP).  The third is privately managed, and consists of both employer sponsored plans (defined benefit or defined contribution) and tax-deferred individual savings plans (Registered Retirement Savings Plans or RRSPs). 

Figure 1 depicts the dimensions of the Canadian retirement income system. The first level represents the public pension system, the second, and most important is employer-sponsored pension plans, while the third level represents self-managed individual tax-deferred savings vehicles. These are described in turn below.  
Government administered plans

The Old Age Security/Guaranteed Income Supplement social security program guarantees a minimum income to all Canadians 65 or older. While it has been modified over the years, it dates back to 1952, when a universal old age security pension was introduced for all Canadians aged 65 and older. The present program provides a basic benefit to all persons with net income below a specified amount
, and this benefit is gradually reduced to zero as income increases.  There are allowances to provide additional funds to a spouse/partner of OAS pensioners and to widows with limited income approaching retirement age.  The OAS/GIS are essentially income-based social security benefits; no contributions are required and benefits are paid from the federal government’s consolidated revenue fund
.
Canada and Quebec Pension Plans (C/QPP) originated in 1966, and are contributory state administered pension plans directed at the employed. They cover virtually all paid workers in Canada and are compulsory for all employees aged 18 years and over. Contributions are made at the rate of 4.95% of earnings by both employees and employers. The self-employed may participate in the C/QPP and must contribute both the employee and employer share. 
The C/QPP provides a maximum pension payable at age 65 equal to 25% of earnings up to a maximum yearly earnings threshold. The maximum pension payable in 2005 amounted to approximately $10,000 per year, which represents about one fifth of Canada’s median annual income. Accumulated assets in the C/QPP fund were approximately $110 Billion in 2006
. The fund is accounted for separately in the government accounting system and assets earn investment income to help finance future entitlements. 
Although the individual is entitled to an income from the C/QPP, he or she does not “own” a portion of the fund. Therefore, for example, if an individual without a partner were to die before collecting a pension from the C/QPP, the estate would be entitled only to a prescribed death benefit, and any remaining contributions become part of general government revenue. In that sense, the C/QPP could be viewed as a type of “retirement insurance” similar to an employment insurance scheme to which employers and employees contribute, but a benefit is drawn according to specified conditions if an individual becomes unemployed. For this reason, the C/QPP program is generally conceived as a type of social security scheme, rather than a publicly managed occupational pension plan system as exist elsewhere in the world
. 
Together government-administered retirement income programs are intended to provide a very modest base income. By design, they do not aim to replace pre-retirement income for the majority of the population. It is well-recognized they must be supplemented with other forms of saving in order to ensure acceptable living standards at the time of retirement.  
Employer-sponsored pension plans

By far the bulk of pension wealth in Canada is accumulated via regulated employer-sponsored contributory pension plans. With few exceptions, these plans must be registered with a provincial or federal supervisory authority and are subject to regulations which vary according to the jurisdiction responsible. Employers are not required by law to sponsor private pension plans; they are provided as part of an overall compensation package. 

Registered pension plans are established by employers (private or public sector) or unions on behalf of plan members and can have a variety of terms and conditions. They can take the form of defined benefit plans, where the benefit paid on retirement is predetermined and is generally a function of years of service and salary at the time of retirement. Defined contribution (money purchase) plans can alternatively be offered, where only the contribution rate is determined in advance, and members may be offered a range of investment options for their individual accounts. The benefit payment in this case is not known until retirement, and is dependent on accumulated contributions and the investment performance of the fund over the employee’s term of service. 
Approximately 40% of paid workers in Canada were covered by a registered pension plan in Canada in 2005. The vast majority of pension plan membership continues to be concentrated in defined-benefit plans, but there has been a gradual decline in coverage rates since 1999 and a non-negligible shift towards defined-contribution arrangements, particularly for new hires in the private sector. 

In most cases, employees belonging to a registered pension plan who terminate employment are entitled to transfer the amount they have accrued in the plan to another employer pension plan or an RRSP, but the funds must be used to provide income in retirement and cannot be removed in a lump-sum and used for another purpose. If a plan member dies before entitlements have been fully paid, remaining entitlements become part of the individual’s estate. 

In general, provincial legislation and associated regulations impose documentation and disclosure standards and requirements, minimum benefit requirements, minimum funding requirements and investment standards for registered pension plans. In addition, the federal Income Tax Act contains provisions regulating the type and magnitude of permissible benefits, the maximum tax-deductible contributions to both registered pension plans and RRSPs, the transfer of tax-sheltered benefits among employer pensions and tax-deferred savings plans and the taxation of pension benefit payments. There are also Income Tax Act restrictions on over-funding of employer pensions, which limit the amount of actuarial surplus plan sponsors can accumulate in defined benefit plans. 
Ontario currently is unique among the provincial jurisdictions in that it offers a pension benefit guarantee to members of Ontario plans. The Pension Benefits Guarantee Fund ensures that plan members and pensioners will be paid up to $1000 monthly when a plan winds up with insufficient funds and the employer is unable to bring the fund up to full funding. Similar schemes exist in the United States and the United Kingdom, but not elsewhere in Canada. 

In addition to registered pension plans, employer sponsored plans can take other forms, such as group registered retirement savings plans (GRRSP), deferred profit sharing plans (DPSP) and retirement compensation arrangements (RCA), which provide additional compensation on retirement to supplement what can be provided via a standard registered pension plan.  Amounts accumulated in GRRSPs, DPSPs, or RCAs can be withdrawn and used for purposes other than providing income at retirement.
Individual retirement savings plans 

Registered retirement savings plans (RRSPs) were introduced in Canada in 1957 and offer individuals a tax incentive to save for retirement.  Income tax is not paid on contributions within certain limits.
   Contributions to RRSPs are voluntary and are deducted from taxable income. Investment income earned on RRSP savings are not subject to tax. Although the intention of the program is to accumulate savings for retirement, lump sum amounts can be withdrawn at any time, and are simply treated as taxable income at that time.
 Amounts held in registered retirement savings plans must be converted to a payout vehicle, most commonly a registered retirement income fund (RRIF) but possibly an annuity, at age 69.

In 2005, approximately 58% of Canadian families had savings in the form of RRSPs, and the median amount held at the family level is $30,000.  

Figure 1: Canada’s retirement income programs: their lifecycle
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B. The “crisis” in the Canadian defined benefit system: recent calls for pension reform

A number of recent developments have prompted calls for pension reform in Canada. A gradual decline in pension coverage rates and a shift towards defined contribution arrangements for new hires, particularly in the private sector, have raised concerns in many quarters about the erosion of the Canadian defined benefit pension system. A precipitous slide towards defined contribution or group RRSP arrangements as has occurred in the US is viewed as undesirable in Canada from a number of perspectives. Most importantly, defined contribution arrangements and individual savings plans put the onus on the individual to save appropriately to finance their retirement and to manage their own investment portfolio to generate an optimal return. Many argue, and there is evidence to suggest, that lay-investors with little financial expertise often make less than optimal choices that have important impacts on their future financial security
. 
A range of factors have been cited as contributing to disincentives for employers to offer defined benefit pension arrangements in Canada.
 Pressures from globalization, economic restructuring and the changing face of the Canadian workforce contribute to increased labour mobility and hence the need to accommodate more varied contribution patterns and to facilitate the portability of pension savings from one workplace to another. In addition, the financial context changed dramatically in the early 2000s, when after years of actuarial surpluses, many defined benefit plans began to experience a serious deterioration in their financial position. The swing to actuarial deficits has been attributed to a range of factors, among them changing business conditions, volatility in the stock market, a decline in long-term interest rates and contribution holidays taken by employers as surpluses accumulated. 

The ownership of pension surplus has been a subject of particular controversy in the Canadian pension policy debate. While workers feel entitled to a share of healthy returns on fund assets when pension surpluses accumulate, employers must shoulder pension benefit obligations irrespective of any subsequent deterioration, and bear the downside risk. As an added complication, Income Tax Act restrictions limit the amount of pension surplus that can be accumulated by employers as a cushion against unanticipated shortfalls.  The perceived “asymmetric risk” has been cited by many employers as a reason to terminate defined benefit plans or to move towards defined contribution arrangements. 
The Canadian Association of Pension Supervisory Authorities continues to lobby provincial and
 federal ministers for the protection of the defined benefit system, citing the need to resolve the ownership of surplus issue, the pressing requirement to simplify the regulatory framework by harmonizing regulations across provincial jurisdictions and the need to amend the federal Income Tax Act.

In a number of recent public statements, the Governor of the Bank of Canada has described Canada’s defined benefit system as key not only to protecting the future economic security of individuals, but also to a well-functioning and efficient financial system, where the pooled retirement savings in pension funds are a vital source of long-term risk capital essential to economic growth. He cited a number of tax and regulatory factors that created disincentives for employers to offer defined benefit plans and called for improvements in the operation of the pension system to create a more favourable environment for offering defined benefit plans.
 
In the province of Ontario, the largest province and most important regulatory authority for employer-sponsored plans, an Expert Commission on Pension Reform was recently appointed by the provincial Minister of Finance to “examine the legislation that governs the funding of defined benefit plans in Ontario, the rules relating to pension deficits and surpluses and other issues relating to the security, viability and sustainability of the pension system in Ontario.” The Commission will study a range of issues and propose reforms to maintain the defined benefit pension system while “supporting a competitive economy, safeguarding benefits and balancing the rights and obligations of employers, plan members and pensioners.”
 
Others counter this position with the observation that the international trend towards DC arrangements is an inevitable response to changing global economic conditions and policy makers should de-emphasize attachment to the “ailing” DB system consider alternative forms more suited to the current economic reality
. 

The current public policy debate surrounding the Canadian pension system heightens the demand for information to shed light on the discussion. Statistics on pension wealth at the household level, its relative importance in the context of the overall net worth portfolio, its incidence among various population groups, the forms in which it is held and the manner in which it is invested are all critical dimensions to inform appropriate policy development, and to monitor shifts in consumption, saving and wealth accumulation in response to new and evolving institutional forms. 
III  Measuring pension wealth in Canada 
A. The Canadian Survey of Financial Security, 1999 and 2005
The 1999 Survey of Financial Security was funded via a data gaps initiative which engaged federal government policy departments and other stakeholders to identify information gaps for policy development. The sample size for the 1999 survey was 23,000 dwellings, with a dual frame design. Roughly 21,000 was drawn from an area frame, while the remaining 2,000 was drawn from geographic areas in which a large proportion of households were high-income, defined as at least $200,000 total income or investment income of at least $50,000. Results were released in March 2001. Among the significant developments since 1984 was significant growth in the use of tax-sheltered individual pension savings vehicles in the form of Registered Retirement Savings Plans (RRSPs). 

Subsequent to the initial release of the 1999 SFS, an innovation was introduced into Canadian wealth measurement in the form of a new methodology to estimate the wealth value of employer pension plans
. This marked the first time a more comprehensive picture of the financial security of Canadians was available. A second release of the 1999 results focusing on private pension savings demonstrated that employer pensions were the most important component of financial wealth for many Canadians, increasing median net worth by 35%. It provided important new insights on the characteristics of those who held wealth in this form and those who did not.
  The wealth value took the form of a net present value of expected future benefits to which the pension member is entitled. The methodology was developed by Hubert Frenken and Michael Cohen and was the object of an extensive consultation process prior to its publication with associated analysis in December 2001.
   While pension wealth values were estimated on both a termination and a going concern basis, the termination valuation was the one featured in aggregate net worth.
 

A repeat of the Survey of Financial Security was undertaken in 2005, with the results released on December 7, 2006
. For this most recent iteration of the survey, funding was secured via the same mechanism, the Policy Research Initiative, to undertake the survey on a reduced sample of 9,000 dwellings. The dual frame approach was again employed, with 7,500 dwellings drawn from a standard area frame and 1,500 from high income areas.  Given the smaller sample size the objectives were to get a national picture of changes in wealth distribution over the six year period, particularly in light of a crash in the Canadian stock market in 2001 precipitated by over-inflated stock prices in the high tech sector.  Regional analysis, possible with the larger sample in 1999, was seriously constrained with the sample restrictions and response rate declines for the 2005 survey, as were analyses of certain family types (lone parent families) and age groups (under 25). 

For this most recent release, the wealth value of occupational pensions, according to the methodology developed for the 1999 survey, was included in the official net worth aggregates featured in analyses for public release.  This more complete picture is deemed to represent a more accurate portrayal of the financial security of Canadians and provide additional insights into the preparedness for retirement of families and individuals as the population ages. To increase the analytical value of the SFS micro file, selected characteristics of employer pension plans were added to the database via a link to administrative data on registered pension plans from the Pension Plans in Canada (PPIC) program.

Figure 2 illustrates the net worth components featured in Canadian aggregates for the Survey of Financial Security. It is important to note that pension assets included in SFS net worth represent private employer-sponsored pension plans and individual savings plans only. They do not include a wealth value of entitlements for government sponsored plans (The Canada and Quebec Pension Plans). Including such a value was considered for the 2005 SFS, particularly to improve understanding the financial security of the lower end of the wealth distribution. It was ultimately not feasible given time and resource constraints, but remains a possibility for future research. As noted above, in Canada, government-managed pension plans are quite small in overall magnitude compared to privately managed employer-sponsored plans.  To give an idea of their relative size, assets accumulated in government-managed employer pension plans (C/QPP) were approximately $120 billion
, while accumulated assets in employer-sponsored Registered Pension Plans amounted to just over one trillion dollars, about 9 times the amount. 

Figure 2: Net worth components in the SFS
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B. Future directions for wealth surveys at Statistics Canada
Looking towards the future, Statistics Canada is actively pursuing strategies to finance the collection of distributional wealth data on a regular recurring cycle. This data collection may not take the form of stand-alone wealth survey like the SFS, however. Internal financing has been secured for a redesign of Statistics Canada’s annual consumption survey, the Survey of Household Spending, which has a sample size of approximately 21,000 households.  A specialized wealth module is envisaged as a future option for the survey, and would allow for picture of income, consumption and wealth at the micro-level on a periodic recurring basis. This complete cross-sectional view of household finances is expected to have enormous analytical value. Precise time frames for the wealth module have yet to be determined and funding to be secured, and in all likelihood it will not be undertaken before the year 2011. 

In addition, a rethinking of longitudinal surveys, in particular, the Survey of Labour and Income Dynamics is under consideration. Funding has been secured for a pilot general panel survey, the Canadian Household Panel Survey and a test survey will go into the field in 2008. Collecting wealth information on this new general panel survey is proposed as a means to understand the dynamics of wealth accumulation in the Canadian context
. 
A Canadian Financial Capability Survey is also proposed at Statistics Canada, to get an understanding of the financial capability of Canadians in relation to their wealth position. While funding is not yet confirmed, if approved, the survey would likely be undertaken in 2008. Financial “capability”, as opposed to financial “literacy” has been defined as consisting of three distinct components: financial knowledge and understanding, financial skills and competence, and financial responsibility.
C. Recent findings from the Survey of Financial Security
This section highlights recent developments in the wealth of Canadian families released with the results of the 2005 Survey of Financial Security, with a focus on the wealth value of employer pension plans and how it fits into the larger net worth picture.  

Total net worth of Canadians reached $4.9 trillion in 2005, a 41.7% increase from 1999. Favourable economic conditions, a strong real estate market, and a rebound in the Canadian stock market contributed to this increase.  Median net worth of all family types increased 23.2% over the period. 

The total value of assets increased 42.4% between 1999 and 2005. The increase in the market value of real estate was the major contributor to the growth, accounting for just over half (50.5%) of the increase. Principal residences accounted for 37.7% while other real estate accounted for the remaining 12.8%. The second largest contributor to the increase was private pension assets, accounting for 28.7% of the increase.  Gains in this area were concentrated in employer pension plans, which increased 52.8% in value over the period.

The most important non-financial asset was the principal residence, accounting for 33.4% of total assets, while the single most important financial asset for Canadians in 2005 was the amount held in employer-sponsored pension plans (EPPs), accounting for 18.5% of total assets. Investments in mutual funds, stocks and bonds (other than those in an RRSP) represented 4.8% of total assets, while deposits in financial institutions represented 4.2%.
Table 1  Canadian asset distribution, Survey of Financial Security
	
	
	All Family Units

	
	
	
Assets

	
	
	    2005
	1999

	
	
	$ billion
	%
	$ billion
	%

	ASSETS
	5,623
	   100.0 
	3,948
	100.0

	Private pension assets
	1,632
	     29.0 
	1,152
	29.2

	
	- RRSPs / LIRAs / RRIFs/ other
	593
	     10.5 
	472
	11.9

	
	- EPPs
	1,039
	     18.5
	680
	17.2

	Financial assets, non pension:
	585
	     10.4 
	487
	12.3

	
	- Deposits in financial institutions
	237
	       4.2 
	182
	4.6

	
	- Mutual funds / investment funds / income trusts
	134
	       2.4 
	91
	2.3

	
	- Stocks
	103
	      1.8 
	104
	2.6

	
	- Bonds (saving and other)
	35
	       0.6 
	29
	0.7

	
	- Other financial assets
	76
	       1.3 
	81
	2.1

	Non-financial assets
	2,816
	     50.1 
	1,914
	48.5

	
	- Principal residence
	1,880
	     33.4 
	1,248
	31.6

	
	- Other real estate
	481
	       8.6 
	266
	6.7

	
	- Vehicles
	171
	       3.0 
	142
	3.6

	
	- Other non-financial assets
	285
	       5.1 
	258
	6.5

	Equity in business
	590
	     10.5 
	395
	10.0


Nearly 71% of family units had pension assets in 2005, up slightly from 1999. The percentage of family units holding an employer pension plan has grown, while there has been a slight decrease in the percentage of family units holding RRSPs, RRIFs, LIRAs and other pension assets. 

The value of pension assets increased, more from the value of the EPP plans than from the RRSPs. Both pension assets in general grew at a slower pace than what was observed among the other asset types. 

Private pension assets TC “Private pension assets” \f C \l “2” 
Approximately the same proportion of family units had pension assets between 1999 and 2005. However, the proportion of family units holding pension plans grew mostly for family units where the major income recipient was aged 55 and over (Table 4), while the proportion decreased slightly among all the other age groups. For family units where the major income recipient is under the age of 35 in particular, there was a large decrease in the number reporting RRSPs in 2005. 

Family units with both employer pension plan (EPP) assets and self-managed retirement savings plans (RRSP/RRIF/LIRA) assets had significantly higher pension assets than those holding only one or the other. About 36% of families had both types of pension assets and for those; the median pension value was $158,800. 

About 13% of family units had an EPP only and for those, the median asset value was $43,600. A larger proportion had RRSP assets only (21.8%) and for those, the median value was $20,000. 

Private pension assets were concentrated in nearly one-third of family units. About 31% of family units with $100,000 or more in private pension savings held 90.3% of the value of these assets. 
Table 2  
Proportion of family units holding private pension assets by age of major income recipient
	
	Total


	RRSPs, RRIFs, LIRAs, other
	EPPs
	Total


	RRSPs, RRIFs, LIRAs, other1
	EPPs



	
	
	2005
	1999
	

	
	%

	All family units
	70.6
	58.0
	48.6
	69.7
	58.9
	45.9

	Under 35
	55.3
	43.5
	33.9
	57.6
	49.6
	31.7

	35 to 44
	72.9
	63.3
	48.0
	74.4
	65.3
	47.2

	45 to 54
	76.7
	68.1
	51.6
	79.0
	69.9
	53.9

	55 to 64
	81.9
	69.4
	60.1
	76.8
	67.5
	54.7

	65 and older
	72.5
	51.2
	57.2
	65.5
	46.2
	49.9


As can be expected, the value of pension assets increases with age, as more years in the workplace allow the accumulation of a larger asset. The median value of pension assets held by all family units grew 18.1% compared to 1999. This growth was concentrated among family units with a major income recipient between 55 and 64 years of age, where the median value grew 28.6%. It is mainly due to an increase in the value of employer pension plans, as opposed to an increase in the incidence of the asset. 

About 60% of family units where the major income recipient was between the ages of 55 and 64 had at least $100,000 in private pension assets. This age group also had the lowest percentage of family units with no pension assets (18.1%). For family units where the major income recipient was 65 years or older (and likely to be retired), a smaller percentage (46%) had pension assets of $100,000 or more. Many of these would have begun drawing down their pension assets, reducing the amount held.

Notably, 27.5% of family units with the major income recipient 65 years of age and older had no pension assets. The pre-retirement earnings of this group are not known.

Figure 3   Value of pension assets by age group 
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Membership and coverage of employer pension plans
 TC “Employer pension plans” \f C \l “2” 
According to Statistics Canada’s Pension Plans in Canada survey
, there were 15,336 Employer Pension Plans (EPPs) covering 5.7 million members as of January 1, 2005. Public sector members of pension plans (+2.1%) contributed more to of the growth than private sector members (+0.8%).  

Membership has risen steadily since 1999, increasing 11.4% by 2005 (Table 5). Increases in membership occurred in both the public and private sectors. The number of members in public sector pension plans increased 12.3% over the period, while private sector membership was up 10.6%. 

The increase in female membership was the main contributor to growth during the six-year period in both sectors. The number of women covered by an EPP was up 18.5%, three times the rate of growth of 5.6% for men. Women’s share of overall pension plan membership increased by almost 3 percentage points since 1999 to 47.5% (as of January 1, 2005).

Although the public sector has less than 10% of all employer pension plans, they tend to be large and account for close to 50% of all membership and almost 60% of women belonging to an EPP.

Table 3  Employer pension plans (EPPs) and members, by sector and type of plan, as of 
January 1

	 
	1999
	2005
	% change

	 Both sectors 
	,000 
	 %

	 Total of employer pension plans
	14.94
	15.34
	2.7

	 Members, both sexes
	5,091
	5,670
	11.4

	 Members, males
	2,819
	2,977
	5.6

	 Members, females
	2,272
	2,693
	18.5

	 Public sector
	,000
	%

	 Public sector employer pension plans
	1.24
	1.26
	1.6

	 Members, both sexes
	2,364
	2,654
	12.3

	 Members, males
	1,033
	1,086
	5.1

	 Members, females
	1,331
	1,568
	17.8

	 Private sector
	,000
	%

	 Private sector employer pension plans
	13.7
	14.07
	2.7

	 Members, both sexes
	2,728
	3,016
	10.6

	 Members, males
	1,787
	1,891
	5.8

	 Members, females
	941
	1,125
	19.6


Source: Statistics Canada, Pension Plans in Canada Survey

Thirty-nine percent of paid workers were covered by a registered pension plan in 2004. This is slightly below the 2003 level and down 1.9% from 1999. This downward trend has been observed since 1991 when more than 45.3% of paid workers were covered by a registered pension plan. 

Even though declines were observed for both sexes, the coverage rate for men dropped more significantly over the period than the coverage rate for women. In 1999, 42.1% of male paid workers were covered by a pension plan compared to just 38.9% in 2004. Coverage rates for women declined more slowly. In 2004, 39.0% of female paid workers were covered, compared to 39.6% in 1999.

The public sector has the largest proportion of paid employees covered by a registered pension plan. In 2004, more than 85.2% of public sector workers had a registered pension plan, compared to 26.4% in the private sector. However, this is slightly below 1999 when more than 91.3% of paid workers in the public sector were covered by a registered pension plan.

Who doesn’t have pension savings? TC "Who doesn’t have pension savings?" \f C \l "1" 
According to the Survey of Financial Security, about 3.9 million Canadian family units, 29.4% of the total, had no private pension assets in 2005.
 This proportion was somewhat lower for economic families (21.5%) and substantially higher for unattached individuals.  Almost half (45.2%) of unattached individuals had no pension assets. 

The majority of family units with no private pension assets had lower income from employment. Considering only family units with a major income recipient between 25 and 64 years of age
, 63.8% of families of two or more with no pension savings had employment income (i.e., earnings) less than $30,000. 

About two-thirds of unattached individuals had earnings under $20,000. Even though these families and individuals have little private savings, public plans such as the Old Age Security (OAS/GIS) and the Canada and Quebec Pension Plans (C/QPP) will provide them with a minimum income in retirement. This income may replace a substantial portion of their pre-retirement earnings. 

As well, most of those with no private pension assets were relatively young. This puts them further from retirement and leaves them a number of years to accumulate assets. More than half (57.9%) of family units with no private pension assets had a major income recipient younger than 45 years of age. 

For all family units aged 45 and older, the government-sponsored programs (OAS/GIS and CPP/QPP) will constitute an essential source of income in retirement, or do now. Of all family units 65 years and older, 27.5% had no private pension savings, of which 58.6% were women and 41.4% men.

In total, there were nearly 260,000 family units between the ages of 45 and 64 with employment incomes of $30,000 and over with no private pension assets. Unless they are able to save for their retirement, or have saved via other methods, they may face a substantial drop in their income when they retire. 

D. Macro-estimates in the Canadian System of National Accounts 

The Canadian System of National Accounts houses a fully-integrated set of institutional sector accounts, including the National Balance Sheet Accounts. Household wealth is accounted for in the Persons and Unincorporated Sector
, and estimates are published on a quarterly basis approximately 90 days
 after the reference period.  Personal sector assets in the National Balance Sheet Accounts include the net asset value of employer-sponsored pension plans in Canada.
, They exclude assets held in the C/QPP government-administered fund; these are accounted for in the government sector. 
In Canada, certain public administration pension plans are subject to a different regulatory regime and have taken the form of pay-as-you-go plans with no invested assets. In some cases, plans book liabilities associated with future pension obligations, while in other cases they do not. The Canadian SNA has opted to include the same general approach for these plans as for all employer-sponsored plans, and a pension liability is included on the part of the government sector and a corresponding asset in the personal sector. The basic rationale for this treatment is that obligations of employers are the same under funded and unfunded plans, and that the economic behaviour of households is largely invariant to this distinction.
 
Micro-based measures of net worth from the Survey of Financial Security are routinely compared with NBSA macro estimates. Results generally compare favourably at an aggregate level and major differences can be explained. Such an analysis is available for the 1999
 and is in course for the latest release of 2005.
A pension satellite account in the Canadian SNA
 

Standard national accounts guidelines record accrued pension income as employer and employee contributions and investment income when earned, and the payment of benefits is considered a withdrawal from savings. Since the mid-1990s, increasing consumer debt and declining saving rates in the household have underscored the need to better articulate pension flows in the Canadian System of National Accounts. The need for a Pension Satellite Account (PSA) was identified to shed light on the economic and social effects of aging population, the effects of market fluctuations on occupational pension plans, and to take an alternative view on declining personal savings rates. While pension flows and stocks are fully accounted for within the Canadian SNA, they are not fully articulated. 
Statistics Canada allocated two years funding to undertake the development of the PSA, and experimental results are expected to be published later this year. It takes the form of an integrated stock-flow matrix which dovetails within the standard CSNA sequence of economic accounts. It encompasses the universe of the pension system in Canada, including private and public employer pension plans, individual saving plans and social security schemes.  
The basic structure of the PSA is illustrated below: 
	
	Opening wealth position
	Inflows: contributions, investment income
	Outlays: 

Withdrawals, administration cost
	Other changes: 

Capital gains/losses
	Closing wealth position 

	Individual saving plans
	
	
	
	
	

	Employer-sponsored pension plans
	
	
	
	
	

	Social security plans
	
	
	
	
	


The Pension Satellite Account will expand existing macroeconomic measures to allow for an enhanced understanding of the evolution of the Canadian pension system in the context of an integrated set of economic accounts, allowing for improved economic analysis and forecasting, a broader understanding of the financial position of the household sector and an improved assessment of government financial positions as they relate both to social security and occupational pension schemes. 
Future work is envisaged associated with the Pension Satellite Account on macro-micro linkages using the Survey of Financial Security and the Survey of Household Spending. This work will entail articulating macro measures according to a range of social characteristics (age structure, income distribution) in a Social Accounting Matrix for pension saving of the household sector. 
IV The impact of excluding pension wealth from Canadian estimates
A. Canada vs. LWS lowest common denominator measures of net worth
The LWS aggregates of net worth for Canada represent only 42% of Canadian featured measures of aggregate net worth
. While the exclusion of business equity and other non-financial assets account for a non-negligible portion of the difference, the bulk of the gap is explained by the exclusion of pension assets.
 

Rankings and portfolio composition

Preliminary country rankings of comparable LWS net worth put Canada in third place out of the 8 data sources in scope for comparison.  Clearly these rankings need to be considered carefully and may not represent an accurate depiction of relative financial security when important elements of the Canadian picture have been excluded. This also has clear implications for the interpretation of portfolio composition as Canadians are less likely to have savings in financial assets outside of pension assets. 

Wealth concentration 

The picture of wealth concentration in Canada is impacted in an important way by the decision to exclude pension wealth. The following table shows the distribution of net worth by deciles, including and excluding the wealth value of employer pension plans for the years 1999 and 2005.
 

	Table 4 : Shares of net worth held by each decile, 1999 and 2005

	
	
	
	
	

	
	Net worth excluding EPP value
	SFS Net worth
	Net worth excluding EPP Value
	SFS Net worth

	All Family Units
	1999
	2005

	Deciles
	%
	%
	%
	%

	1st
	-0.6
	-0.3
	-0.6
	-0.3

	2nd
	0
	0.2
	0
	0.1

	3rd
	0.4
	0.7
	0.2
	0.6

	4th
	1.3
	1.9
	1.1
	1.7

	5th
	2.8
	3.4
	2.5
	3.2

	6th 
	4.7
	5.5
	4.4
	5.2

	7th
	7.4
	8.1
	6.9
	8.1

	8th
	11
	12
	10.5
	12.2

	9th
	17.4
	18.9
	16.8
	18.3

	10th
	55.7
	49.6
	58.2
	50.9


The table clearly indicates that the Canadian wealth distribution is more skewed when the value of employer pension plans is excluded. In 2005, for example, 58.2% of net worth in Canada was held by the highest families in the highest decile, while the share was 50.2% when the full SFS net worth concept is considered.

Table 5 shows Gini coefficients calculated on the same basis. They indicate, as might be expected, that the inclusion of the wealth value of employer pension plans has an equalizing effect on the wealth distribution in Canada
, and could also influence the interpretation of trends in wealth inequality over time, as the Gini increased more slowly over the period under consideration when pension plans were excluded. 

	Table 5: Gini coefficients
	1999
	2005

	
	
	
	
	

	SFS net worth
	
	0.727
	0.746

	Net worth excluding EPPs
	0.678
	0.688


Wealth distribution by family type
Table 6 shows the growth in median wealth values by family type over the 1999 to 2005 period. This table is illustrative, and further analysis could be undertaken for the distribution of wealth across a variety of characteristics. This tables how trends in median net worth over a six-year period in Canada can be significantly different for specific family types when EPPs are excluded. Couples with children, for example, had growth of median SFS net worth of 30.4% over the period as opposed to 42.3% when EPPs are excluded. The third column shows the impact of excluding all pension assets in Canada. 

	Table 6: Percentage change in median net worth from 1999 to 2005 by family type

	Family Types
	SFS net worth
	Excluding EPPs
	Excluding all pension assets

	
	%
	%
	%

	All Family Units
	23.2
	22.4
	23.5

	Economic Families
	29.9
	29.4
	30.5

	Elderly families
	29.3
	17.3
	14.5

	Non-elderly families
	31.4
	31.4
	33.5

	Couples only
	27.8
	14.0
	13.8

	Couples with children
	30.4
	42.3
	45.2

	Other non-elderly families
	46.0
	25.9
	35.5

	Unattached individuals
	3.9
	-3.3
	12.5

	Elderly families
	18.6
	26.5
	22.7

	Non-elderly families
	29.3
	3.5
	9.9


V Canada-United States wealth comparisons: an illustrative example
The economic well-being of Canadians is often compared to that of their neighbours to the South. There is a common perception that Canada falls somewhere between the United States and Europe in terms of culture and social orientation, and that economic well-being is less polarized than in the US, although recent evidence suggests a trend towards increased inequality in terms of both the income and wealth in Canada
.  Getting a fix on the extent to which wealth is polarized in Canada, and the speed at which it may be becoming more polarized in relative to the United States is an important element of understanding inequality in the wealth distribution.     

As suggested previously, varied institutional mechanisms for providing for a stream of income in retirement can create differential incentives for saving and wealth accumulation and result in important impacts on portfolio composition at the household level.  When these mechanisms are covered differentially in national data systems, this greatly complicates comparative analysis to study these effects and, by extension, to formulate appropriate policy responses. 
The section to follow illustrates this problem with comparisons of Canada-US retirement income frameworks and the measurement tools available to examine issues that are the subject of intense public interest in Canada. This analysis is intended as illustrative and further research is necessary to examine this question in greater detail and perhaps extend it to include other countries with varying age structures and differing institutional frameworks around retirement income savings. 

As emphasized in the previous section, due primarily to the exclusion of pension wealth in LWS lowest common denominator net worth values, Canadian national source net worth estimates are substantially higher. LWS net worth for Canada represented only 42% of Canadian featured net worth from the Survey of Financial Security. Similarly in the US, LWS net worth represents only 53.8% of national source net worth from the Federal Reserve Board’s triennial Survey of Consumer Finances. A sizeable portion of the difference in this case is also accounted for by pension wealth
, while the exclusion of business equity is an equally important factor in the US. 
A.The United States retirement income system vis-à-vis the Canadian system

The United States retirement income system has many similar features to the Canadian system, but it has evolved in a substantially different direction, perhaps due to a range of factors, including cultural differences, economic conditions and differing tax and regulatory incentives for particular retirement savings mechanisms.

Because retirement income systems have evolved in different directions in Canada and the US, measurement of the full spectrum of savings mechanisms is essential to a meaningful comparison of the financial security of Canadians relative to their American counterparts across the distribution. The elements of pension wealth are currently covered differentially in available national datasets. Examining gaps and limitations in national sources brings into clear focus the work still ahead to build a cross- national dataset that can successfully measure fundamental questions on relative financial security in the two countries.  

As in Canada, there are three pillars to the United States’ retirement income system.  The first is a state-administered defined benefit Social Security program financed on a pay-as-you-go basis via a payroll tax, which is borne by both employers and employees. Applicants meeting assets and income tests may also be eligible for Supplemental Security Income, Medicaid and food stamp benefits. 

The second pillar is privately managed occupational pension plans provided on a voluntary basis as part of an employment contract.  The Employee Retirement Income Security Act (ERISA) covers two types of occupational pension plans: defined benefit plans and defined contribution plans. The benefits in most traditional defined benefit plans are protected, within certain limitations, by federal insurance provided through the Pension Benefit Guaranty Corporation (PBGC). Defined contribution plans in the US take a variety of forms, including traditional money purchase plans, where contributions to an individual account are made at a set rate, so-called 401(k) plans, employee stock ownership plans, and profit-sharing plans.

The US system also has mechanisms for tax-deferred individual savings accounts in the form of Individual Retirement Accounts (IRAs).While these arrangements also take a variety of forms, contributions are generally tax-deductible and associated transactions and earnings within an IRA have no tax impact. With some exceptions, withdrawals at retirement are taxed as income. Some IRAs allow for employer contributions, in a manner similar to Group RRSP arrangements in Canada. 

An important development in the US retirement income system over the past decade or so
 has been the growth of 401(k) plans, and a shift away from defined benefit arrangements offered by employers and traditional money-purchase DC plans. A 401(k) plan, named after a section of the U.S. Internal Revenue Code, allows a worker to save for retirement while deferring income taxes on the saved funds and earnings until withdrawal. This arrangement has features of both a traditional occupational pension plan and an individual retirement savings plan.   The employee elects to have a portion of his or her wage paid directly, or “deferred”, into his or her 401(k) account, and the employer may match these contributions.  
In participant-directed plans (the most common option), the employee can select from a number of investment options, usually an assortment of mutual funds that emphasize stocks, bonds, money market investments, or some mix of the above.  Many companies’ 401(k) plans also offer the option to purchase the company’s stock. 
 The employee can generally re-allocate money among these investment choices at any time.  In the less common trustee-directed 401(k) plans, the employer appoints trustees who decide how the plan’s assets will be invested.  
All assets in 401(k) plans are tax deferred.  Under the IRS’s definition, a 401(k) plan is technically a profit sharing plan with a qualified Cash or Deferred Arrangement and differs from a traditional pension plan because contributions are voluntary and neither benefits nor contributions are defined. In general, 401(k) plans have the advantage of being transferable, assets remain with the employee, even if he or she transfers to a new job or decides to retire early, whereas defined pension benefits are typically lost if the workers fails to serve the requisite number of years with the same company.  Self-directed accounts from one employer may usually be ‘rolled-over’ to another employer’s account or converted from one type of account to another. 

B. Wealth comparisons using national sources 
As noted previously, Canadian and United States’ wealth surveys cover the elements of their respective retirement income systems differentially in estimates of pension wealth accounted for in featured net worth values. The following table compares the Canadian Survey of Financial Security to the United States Federal Reserve Board’s Survey of Consumer Finances. It flags the inclusion or exclusion of a wealth value for each of the primary mechanisms providing a stream of income in retirement. Measurement gaps are highlighted. 

	
	Canada 

Survey of Financial Security, 2005
	United States

Survey of Consumer Finances, 2004

	
	Program/mechanism
	Covered?
	Program/mechanism
	Covered?

	Means-tested social security programs
	Old Age Security/Guaranteed Income Supplement
	No 
	Social Security
	No. 

	State-administered employer-sponsored pension plans 
	Canada/Quebec Pension plans 
	No 
	
	

	Privately-administered employer-sponsored pension plans


	Defined benefit plans

	Yes


	Defined benefit plans

	No 



	
	Defined contribution (money purchase) plans,  deferred profit sharing plans, RCAs, Group RRSPs 
	Yes
	401(k) accounts, 403(b) accounts, Keogh accounts, thrift saving accounts
Individual Retirement Accounts (IRAs)
	Yes



	Tax-deferred individual savings plans
	Registered retirement savings plans (RRSPs, LIRAs, RRIFs, annuities)
	Yes
	
	


Neither country assigns a wealth value to means-tested social security type retirement income programs and Canada does not account for future entitlements under the state-administered contributory Canada and Quebec Pension plans. Including a wealth value for C/QPP was considered for the 2005 release of the Survey of Financial Security, but did not prove to be feasible within the time frames. 

While the United States Survey of Consumer Finances does collect substantial information for family heads and spouses regarding defined benefit plans, a wealth value is not included in featured estimates of net worth. The rationale for this exclusion, along with the exclusion of a wealth value of social security entitlements, are the necessary assumptions implicit in the valuation regarding future events and conditions (work decisions, earnings, inflation rates, discount rates, mortality etc.) and that no widely agreed-upon standards exist for making these assumptions.
,
 
To examine pension wealth in the context of the overall portfolio, Table 7 compares the distribution of assets, debt and net worth for Canada and the United States using available featured measures. US categories are mapped to the Canadian definitions as much as possible for comparative purposes.  To give an overall idea of scale of the DB portion not accounted for, the net asset value recorded in macro estimates in the Flow of Funds Accounts of the United States was $2.1 trillion in 2004 (relative to $33.8 trillion in other pension assets measured in the Survey of Consumer Finances).  It is safe to say, therefore, that the portion of the overall portfolio accounted for by DB pension wealth is currently much smaller in the United States than it is in Canada. If survey measures including DB pension wealth were available going back in time, the shift from DB to DC arrangements and its effects on the wealth distribution and portfolio composition could be studied in relation to the current and potentially the future Canadian reality if the DB/DC shift continues as many anticipate.  

In US, pension assets (excluding defined benefit plans) account for 11.4% of the total assets in 2004. Before the explosive growth in 401(k) arrangements throughout the 1990s, pension assets accounted for only 6.5% of total assets in the US. No doubt some of the growth in measured pension assets in the US could be explained by a shift away from defined benefit wealth accumulation, which is not accounted for in the estimates.  

In Canada, pension assets account for 29% of total assets in 2005 (RRSPs/RRIFs for 10.6% and employer pension plans for 18.5%). The wealth value of defined benefit plans accounts for a significant portion of the overall value. 

Table 7: Canada and United States Assets, Debts and Net Worth, National Sources 
	 
	 
	
	Canada, 

2005
	 
	United States, 2004
	 

	 
	
	
	$ millions CAD 1 
	%
	$ millions US1
	%

	Assets
	4,583,990
	100.0
	295,417,315
	100.0

	 
	Private pension assets2
	593,209
	29.0
	33,759,159
	11.4

	 
	
	- RRSPs / LIRAs / RRIFs / other OR  Account type pensions/IRA/Keogh accounts
	593,209
	10.6
	33,759,159
	11.4

	 
	Employer Pension Plans (DB+DC)3
	1,038,685
	18.5
	N/A 
	 

	 
	Financial assets, non pension:
	584,588
	10.4
	71,719,238
	24.3

	 
	
	- Deposits in financial institutions
	237,325
	4.2
	17,796,395
	6.0

	 
	
	- Mutual funds / investment funds / income trusts
	133,753
	2.4
	23,914,625
	8.1

	 
	
	- Stocks
	103,063
	1.8
	18,539,915
	6.3

	 
	
	- Bonds (saving and other)
	34,619
	0.6
	6,136,531
	2.1

	 
	
	- Other financial assets
	75,828
	1.3
	5,331,773
	1.8

	 
	Non-financial assets
	2,816,366
	50.1
	189,938,918
	64.3

	 
	
	- Principal residence
	1,879,657
	33.4
	95,541,026
	32.3

	 
	
	- Other real estate
	480,828
	8.6
	18,783,331
	6.4

	 
	
	- Vehicles
	171,205
	3.0
	9,722,840
	3.3

	 
	
	- Other non-financial assets
	284,675
	5.1
	2,891,101
	1.0

	 
	Equity in business (net non residential real estate)4
	589,827
	10.5
	63,000,620
	21.3

	 
	
	
	
	 
	
	 

	Debts
	760,188
	100.0
	44,288,349
	100

	 
	Mortgages
	572,147
	75.3
	37,054,867
	83.7

	 
	
	- Principal residence
	486,071
	63.9
	33,300,473
	75.2

	 
	
	- Other real estate
	86,076
	11.3
	3,754,394
	8.5

	 
	Line of credit
	68,131
	9.0
	320,235
	0.7

	 
	Credit card and instalment debt
	25,775
	3.4
	2,226,650
	5.0

	 
	Student loans
	19,974
	2.6
	1,262,932
	2.9

	 
	Vehicle loans
	46,105
	6.1
	2,694,646
	6.1

	 
	Other debt
	28,055
	3.7
	729,019
	1.6

	 
	
	
	
	 
	
	 

	Net Worth (Assets less Debts)
	3,823,802
	--
	251,128,966
	--


Notes:
(1) National currencies
(2) RRSPs/LIRAs/RRIFs and EPPs for Canada. Account type pensions/IRA/Keogh accounts for the U.S.

(3) DC accounts are included in previous line for US estimates, DB portion is unavailable
(4) Equity in business includes net non residential real estate in U.S. estimates. 
Table 8 shows the distribution of available measures of pension wealth by quintile for the United States and Canada. Canadian pension wealth from the Survey of Financial Security is broken down into individual savings plans and employer pension plans. This latter value includes both DB and DC components, but the DB share constitutes most of the value.

Table 8: Canada and United States distribution of pension wealth by quintile, available measures from national sources

	 
	United States
	Canada 
	 
	 

	Pension Type Assets / Total Assets
	Account type Pension + IRA/Keogh Accounts
	Private Pension Assets
	Of which:

 RRSPs / LIRAs / RRIFs/ Other
	Of which: 

Employer

Pension

Plans 

(DB +DC)

	 
	 
	 
	 
	 

	Quintile 1
	3.3%
	9.1%
	4.2%
	4.9%

	Quintile 2
	6.3%
	13.7%
	5.9%
	7.8%

	Quintile 3
	7.8%
	18.3%
	7.0%
	11.3%

	Quintile 4
	13.0%
	30.7%
	9.5%
	21.2%

	Quintile 5
	11.7%
	31.5%
	11.9%
	19.6%

	 
	 
	 
	 
	 

	Total
	11.4%
	29.0%
	10.6%
	18.5%


VI Conclusions: implications for future development of an international wealth database
The appropriate future form of Canada’s retirement income system is a question of heightened policy interest, and the mechanisms for accumulating pension wealth in order to assure the financial security of current and future Canadian retirees are under intense scrutiny. In particular, the nature of the shift from defined-benefit to defined-contribution pension arrangements and the need to protect the defined benefit employer-sponsored pension system are the subject of vigorous public debate by policy markers, regulators, commentators and the research community. 

Comprehensive measures of pension wealth are critical to shed light on the dialogue and to ensure appropriate policy development in this area. Understanding the distributional effects of pension wealth for Canadian families and individuals in an international context will only increase in importance as populations age and new institutional forms emerge. 
While it is clear that international micro measures of pension wealth are fraught with gaps and there are many complexities in their estimation, resolving these questions is fundamental to developing a meaningful understanding of cross-national financial security. Consistent measurement of pension wealth would not only shed light on wealth comparisons among countries with differing age structures, they are also essential to ensure that distributional effects can be tracked over time as national retirement income systems evolve into new forms at different rates in response to global economic pressures and demographic shifts. 
The existence of clear recommendations for international practice in pension wealth measurement at the micro level would provide support for many jurisdictions to overcome the discomfort associated with placing an individual value on certain pension wealth forms (for example, defined benefit wealth entitlements). These forms are clearly represented in macro-economic data, and lessons can be drawn from the macro experience to inform micro-based measurement. This would not only enrich the understanding of wealth distributions in an international context, but would also better-enable macro-micro linkages and, in so doing, increase both the coherence of available measures and their analytical scope.  
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� In 2005 the amount for a single person was $14,265 and $34,368 for a couple. 


� In 2006, a pensioner with a total income greater than $62,144 must repay part or all of the OAS/GIS benefit through the tax system. 


� The maximum allowable contribution limit to an RRSP for 2006 is $16,500. The allowable RRSP contribution is the lower of the following: 18% of one’s earned income from the previous year, the maximum annual contribution limit for the taxation year, or the remaining limit after any employer-sponsored pension plan contributions plus unused “room” from previous years.  


� While one would normally pay penalties and income tax on any RRSP withdrawal, there is an important exception to the rule. First-time home-buyers may withdraw up to $20,000 ($40,000 per couple) under the Home Buyers’ Plan to use as a down payment for a home. Amounts withdrawn must be repaid within 15 years and repayments are not tax deductible. 


� According to a recent report from the Canadian Institute for Actuaries


� Ontario Expert Commission on Pensions, Reviewing Ontario’s Pension System: What are the Issues? Discussion paper available at � HYPERLINK "http://www.pensionreview.on.ca" ��http://www.pensionreview.on.ca�  March 2007


� Baldwin, Bob and Moore, William T.,The Crisis in the Canadian Employment Pension System, October 2005.


� “A Sound Pension System – Handling Risk Appropriately” Remarks by David Dodge, Governor of the Bank of Canada to the Conference Board of Canada Pensions Summit, Toronto, Ontario, May 10, 2007.


� See Footnote 1. 


� Laidler, David and Robson, William B.P., “Ill-Defined Benefits: The Uncertain Present and Brighter Future of Employee Pension Plans in Canada” C.Howe Institute Commentary No. 250, June 2007. 


2.	Survey of Financial Security, Methodology for estimating the value of employer pension plan benefits, Statistics Canada Cat. No. 13F00026MIE-01003





� The Assets and debts of Canadians, Focus on private pension savings, Statistics Canada Cat. No. 13-596-XIE


� The Wealth of Canadians: An Overview of the Results of the Survey of Financial Security, 2005, Statistics Canada Cat. No. 13F0026MIE—No. 001


� Statistics Canada’s Pension Plans in Canada program compiles regulatory information from Canadian pension supervisory authorities on Registered Pension Plans in Canada, including the terms and conditions of registered pension plans, membership, employer and employee contributions and funded status. 


8.	An EPP, an RRSP or RRIF or from other sources. The latter includes things such as deferred profit sharing plans (DPSPs) and annuities and constitutes less than .5% of total private pension assets.


9.	Those less than 25 and over 64 years of age have not been considered here as the focus is on employment income; many in those age groups have not yet entered the labour market or have retired.


� Dong, Lauren, O’Hagan, Patrick, Wilkinson, Joe and Wilson, Karen, The Pension System in Canada, Prepared for the Conference of the International Association for Research on Income and Wealth, Joensuu, Finland, August 20-26, 2006. Available at http://www.iariw.org


� See footnote 18. 


�  See Sierminka, Eva, Andrea Brandolini and Timothy Smeeding “Comparing wealth distribution across rich countries: First results from the Luxembourg Wealth Study” LWS Working Paper No. 1 


� This analysis is drawn from Morissette, René and Xuelin Zhang, 2006. “Revisiting wealth inequality”, Statistics Canada Cat. No.


� See Morissette, Rene and Zhang, Xuelin “Revisiting Wealth Inequality” in Perspectives on Labour and Income, Statistics Canada Catalogue No. ---, Spring 2007. 


� This is the case even though US featured estimates do not include a wealth value for defined benefit plans. 


� Bucks, Brian K., Kennickell, Arthur B, and Moore, Kevin B. “Recent Changes in U.S. Family Finances: Evidence from the 2001 and 2004 Survey of Consumer Finances” Federal Reserve Bulletin vol. --, 2006. 


� An annuity value for both defined benefit pension benefits and OASI payments was published in Arthur B. Kennickell and Annika E. Sundén (2005), “Pensions, Social Security, and the Distribution of Wealth” Finance and Economics Discussion Series 1997-55 (Washington: Board of Governors of the Federal Reserve System, October)  





�Fix this: inconsistent in discussion of “pillars” vs “levels”


�Check this number, I’ve cited 120 million elsewhere in the document…


�Add reference for Australia, where I think there is a publicly managed DC system with individual accounts. 


�Add more on the different types of DB/DC arrangements available/frequent.


�Add something about the need for policy analysts in finance depts to understand the tax implications of all this. 


�Check with Michel, can the Bob Baldwin paper be cited publicly? Has it been released as the official position of CAPSA?


�Add some details here on methodology and what it assumes DB vs DC, the differences in the two valuations and why termination was chosen as the featured approach. 


�Check this number


�Add some flavour of what other content will be included on the survey


�Can this section be updated with most recent PPIC data?


�Add footnote clarifying definition of personal sector. 


�Is this right?


�Add stats on amount of assets, % of overall personal sector assets, and percentage of overall net worth.


�Add footnote referencing published paper from Patrick et. Al. 


�Ask SNA folks if you can reference any preliminary stats from the PSA: (eg, 35% of national wealth….)


�Include statement re complicating the nature of analysis and the clear limitations of using these aggregates to put Canada in comparative context in terms of financial security.


�Expand this to talk about 1) the potential displacement of other savings with DB plans and 2) how Canadians will tax-shelter their assets in RRSPs and tend not to hold financial assets outside of registered plans: (can we get some stats on fin assets held outside and inside of reg plans?)


�Add reference to Arthur’s paper here re US findings. He came to similar conclusions for the US when he estimated pension wealth for DB plans.


�Check time frames on this and add some specifics including relative membership (75% of DC according to Woodman et al) and how this compares to DB.


�Add footnote here about how these options don’t encourage an optimal balanced portfolio.


�If we have the DB portion of the wealth valuation figure we can draw a more direct comparison. 


�EPPs need to be broken down into DB and DC for Canada. DC should be included in first col and DB should be shown by itself





Corresponding dollar values will be included in the table for the final version. 
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Chart1

		Financiers		Financiers

		Non financiers		Non financiers

		Capitaux propres dans une entreprise		Capitaux propres dans une entreprise



1999

2005

Avoirs

% des avoirs

41.5

39.4

48.5

50

10

10.5
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						1999		2005

				Financiers		41.5		39.4

				Non financiers		48.5		50

				Capitaux propres dans une entreprise		10		10.5





Chart2

		Under 35		Under 35

		35 to 44		35 to 44

		45 to 54		45 to 54

		55 to 64		55 to 64

		65 and older		65 and older



Median 2005

Median 1999

Age group

Value
(,000)

10

12

47

41

121

98

243

189

157

132
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				Under 35		35 to 44		45 to 54		55 to 64		65 and older

		Median 2005		10		47		121		243		157

		Median 1999		12		41		98		189		132
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