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B Public and private pension income has helped raise the relative income of 65-
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force attachment. Yet, although their years of service, earnings, and participation
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Incomes of younger retired

women: the past 30 years

Katherine Marshall

ike many OECD countries, Canada is going

through a demographic transition. With rising

life expectancy and lower fertility and net
migration rates, the proportion of the population in
older age groups continues to grow. The trend
toward earlier retirement, coupled with increased life
expectancy, has greatly extended the period of retire-
ment, making the issue of pre-retitement financial plan-
ning more crucial than ever.

These trends have put increased financial pressure
on public retirement-income security programs.
Concern over these programs has led to a fundamen-
tal change in social policy regarding retirement, in
which the role of government is being reduced and
the responsibility for the provision of retirement
income gradually transferred to the individual. This
view of retirement encourages people to become
more self-reliant through employetr-sponsored pen-
sion plans, tax-sheltered investment accounts, and other
investments. This raises concerns for elderly women
who, compared with men, have traditionally had lower
average incomes and have relied heavily on income
from universal old-age transfer payments.

Furthermore, the ability to become “self-reliant”
assumes strong labour force attachment and sufficient
earnings prior to retirement, as most pension plan
benefits are dependent on previous earnings and length
of service, and contributions to tax-sheltered invest-
ment plans depend largely on how much a person can
afford to set aside. Even though the labour force
experiences of women and men are more similar
today, considerable differences persist—differences
attributable to women’s primary role in caring for the
household. As a consequence, it can be assumed that
most women will have lower non-government retire-
ment income than men.

Katherine Marshall is with the Labour and Household Surveys
Apnalysis Division. She can be reached at (613) 951-6890 or
marskal@statcan.ca.

This article examines the extent of change in the
source, distribution and level of individual incomes of
younger retired women (and men) that has resulted
from the development and maturation of public and
private pension plans. The younger retired (aged 65 to
69) are examined, since they represent the most
recently retired and therefore the most affected by
relatively recent changes to pension plan benefits and
other determinants of retirement income. As the eld-
erly of the future, their initial retirement incomes are
likely to persist.' In other words, 65-to-69 year-olds
can be viewed as the flow into the stock of
retired persons. Trends in the incomes of this age group
are, therefore, somewhat predictive of trends in the
future incomes of the population aged 65 and over.

The article also examines the long-term change in
women’s labour force involvement (including partici-
pation, earnings and pension coverage) as one of the
reasons for the reduction of differences between the
incomes of elderly women and men. As well, it dis-
cusses how both future labour market changes for
women and current social roles may eventually affect
women’s retirement income.

This study analyzes the incomes of individuals and,
with the exception of the section on low incomes,
makes no reference to the incomes of the people with
whom they may live. For those who live in families,
individual incomes are not indicative of their standard
of living or economic well-being, since that is a func-
tion of family income (that is, the sum of individual
incomes of those who make up the family).

Individual incomes are used here to show how past
trends have influenced the relative incomes of indi-
vidual men and women aged 65 to 69, and how the
incomes of those in this age group will influence the
relative incomes of older age groups as the former
continue to age. Individual incomes of persons aged
65 to 69 tend to be stable over time. Family incomes
are unstable. The death of a spouse, particularly the
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one with the higher income, will often have a dramatic
effect on the surviving spouse’s standard of living. But
it will not lower that person’s individual income. (In
cases of retirement income sources with survivor’s
benefits, it may even increase it.) This means, for
example, that a woman’s income at age 65 to 69 is
indicative of her income many years later when, given
the differences in life expectancy between men and
women, the probability of widowhood is much
greater and a decline in standard of living may occut.

Overview of income sources

The income of elderly Canadians is derived mainly
from three broad sources, often described as tiered:

First tier: OAS and GIS
Introduced in 1952, Old Age Security (OAS), in con-
junction with the Guaranteed Income Supplement
(GIS), is a government income security program
designed to provide a basic guaranteed income to all
Canadians. It is available to all citizens aged 65 and
over who meet certain residency requirements, regard-
less of past labour force involvement. OAS provides
a monthly flat-rate benefit fully indexed to the Con-
sumer Price Index. The benefits began being taxed in
1989 (Myles, 2000); since then, persons with higher
incomes have had to repay all or patt of this income.?

The GIS, which began in 1967, is an income-tested
supplement intended for those 65 and over with low
income levels, which includes many who rely almost
solely on OAS. A Spouse’s Allowance was introduced
in 1975 as another income supplement for those with
limited income.” Neither of these government sup-
plements is taxable and neither requires previous con-
tributions. Provincial governments also provide
supplemental income programs for elderly persons
with low income, although these are small relative to
the programs just described.

Second tier: C/QPP*
Since 1960, these government-sponsored social insur-
ance plans have been aimed at providing workers with
a certain level (roughly 25%) of previous earnings, up
to a ceiling,” after retirement. The plans provide man-
datory coverage for all workers aged 18 and over,
regardless of status (for example, full-time, part-time,
employees or self-employed workers), and both
employees and employers ate required to contribute.®
Benefits are available to anyone aged 60 or over who
has worked and contributed to the Canada and

Quebec Pension Plans (C/QPP),” but the amount
depends on the contributory period and annual aver-
age earnings during that period.

Third tier: Private savings
Employer-sponsored registered pension plans (RPP),
also known as “private” pension plans to distinguish
them from the C/QPP, have existed since the late
1800s but became widespread after the Second World
War. They are provided to workers by some employ-
ers and unions and are designed to replace a propot-
tion of previous earnings after retirement. Most RPPs
require both the employee and employer to make con-
tributions. Benefit rates are usually calculated as a fixed
percentage of earnings for each year of service, and
the formula is meant to replace approximately 60% to
70% of previous earnings for those with many years
of service (Statistics Canada, 1996).%

Registered retitement savings plans (RRSP), intro-
duced in 1957, were designed to provide individual
workers with a tax incentive to save for retirement.
The annual maximum workers could save has changed
several times since 1957, but throughout the years the
ceiling for those with RPPs has been lower than for
those without. Since 1991, the plan has allowed tax-
payers to contribute up to 18% of their annual earned
income, and then to defer paying tax on the amount
contributed and on any interest or capital gains earned.

Income

Source of income has altered

for the elderly
The enhancement and maturation of public and pri-
vate pension plans in Canada have resulted in changes
to the type of income young retirees have received
over the past 30 years. Although the incidence rate for
receiving pension benefits has increased for both sexes,
the rate for women, because of their relatively low
involvement in the labour force, has been consistently
lower than men’s. For example, in 1992, after the
C/QPP had been in existence for 25 years, 89% of
men aged 65 to 69 were receiving retirement benefits
from the plans, compared with only 66% of women
(Chart A). However, because these plans are compul-
sory, and women’s labour force participation has been
increasing, the incidence rate for C/QPP benefits
reached 76% for women in 1997 (up 10 percentage
points). The rate for men increased to 91% (up 2
points).
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Chart A: Despite improvements, proportionately fewer women receive pension benefits.
Persons 65 to 69
% %
100 100
C/QPP benefits Private pension income*
75 Men 75
Men
50 I Women S0
25 25 -
Women
0 1 1 1 - - I S S N N 0 1 1 L I I I ' - I I I ' - -
1971 75 '79 '81 '83 '85 '87 '89 '91 '93 '95 1997 1971 75 79 '81 '83 '85 '87 '89 '91 '93 '95 1997
Source: Survey of Consumer Finances
* Includes RPP benefits and/or RRSP annuities.
By 1997, some 50% of men and '
0
25% of women ag?d 6> to 69 Table 1: Total income* by source
were receiving some income from
a private pension.” The proportion Men 65 to 69 Women 65 to 69
has increased for both sexes since
1971, but in contrast to the experi_ 1971 1981 1991 1997 1971 1981 1991 1997
ence with the C/QPP, the differ- %
ence between the two has not yet
narrowed. One of the reasons for Total 100 100 100 100 100 100 100 100
this may be the exclusion of most OAS/GIS 20 18 18 19 51 40 34 34
part-time workers (who are pre- CIQPP 3 13 17 20 2 10 17 22
dominantly women) from RPPs Private pension 16 17 23 26 12 8 13 14
‘;ggé the 1980s (Statistics Canada, Investment income 19 21 12 7 20 27 20 12
)- Employment 38** 26 25 20 11%* 10 10 11
as has the distribution Other transfers 4x* 5 5 8 4 5 6 7
The increasing incidence of receiv- 1997$
ing second- and third-tier type Average income
income (public and private pen- (after tax) 22,000 24,000 24,600 23,300 8,900 12,800 14,300 14,200
: gt Income ratio
smgs) has .changed both the distri- (women/men) 041 053 058 061
bution of income sources and the '
total income for the recently retired foggig j‘gf‘: ?;fc:)fr fgj(s;’rgzgrrn g inances
(Table 1). Again, the effect of pen- ** Published data for 1971 collapse employment and other transfer income; this
sion income has been more strik- study has estimated the likely breakdown based on past trends.

ing for men than for women. By
1997, private pension income had
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become the main soutrce of income for men aged 65
to 69 and represented 26% of the total, up from 16%
in 1971. Private pension income for women trepre-
sented just 14% of the total, only slightly more than it
had in 1971 (12%)).

On the other hand, whereas C/QPP income was
almost non-existent in 1971, it had come to represent
one-fifth of income for both women and men by
1997. And, although reduced from 51% in 1971 to
34% in 1997, OAS/GIS remained women’s main
source of income. Equally noteworthy is men’s
decreased reliance on employment income, which had
provided over one-third in 1971 but was down to
one-fifth in 1997, reflecting declining labour force
participation for this group.

The proportional increases in both private and pub-
lic pension income have also helped to raise the total
average income of women aged 65 to 69, from
$12,800 in 1981 (in 1997 dollars) to $14,200 in 1997.
The increased pension income for men has helped to
offset the large decrease in employment income,
though not enough to prevent a slight drop in their
total average income from $24,000 in 1981 to $23,300
in 1997. Overall, women’s income levels have moved
toward those of men. For example, in 1971 women
aged 65 to 69 received 41% of men’s income; by 1981,
the percentage had increased to 53% and by 1997, it
reached 61%.

Living in low income

The narrowing of the income gap is reflected in the
changing percentages of women and men with low
incomes. Low income is based on family income rather
than on zndividual income (studied everywhere else in
this article). The incidence of low income is, therefore,
a function not just of individual income, but, for per-
sons living in families, of their combined (that is, fam-
ily) income. In any case, in 1980 some 39% of women
aged 65 to 69 were living in low income; that is, their
after-tax family income was less than 50% of the
median adjusted' income of all families and
unattached individuals regardless of age. This rate had
decreased to 9% by 1997 (Chart B). Although the
incidence of low income dropped for men aged 65 to
69 as well, the change was much smaller: from
11% to 5%.

Chart B: The incidence of low
income* has dropped considerably
for women aged 65 to 69.

%

0
1980 1983 1986 1989 1992 1995 1997

Source: Survey of Consumer Finances
* Based on low income measures (one-half of median
adjusted family income).

In short, the proportion of younger retired persons
receiving public and private pension benefits has
increased steadily since these income programs were
introduced. Furthermore, these sources have come to
represent a larger proportion of total income. How-
ever, the percentage receiving these pensions and the
average annual amounts received have been consist-
ently lower for women than for men. These differ-
ences narrowed somewhat during the late 1980s and
the 1990s—a direct result of women’s increasing
involvement in the labour market. But what was the
degree of labour force attachment of the women who
retired during this period, and how does it compare
with that of older and younger generations?

Labour force attachment

Participation rates converge
One method of examining the previous labour force
attachment of several generations of younger retired
women is to look at the employment behaviour of
women over the years. For example, women who
were aged 65 to 69 in 1999 would have been in their
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pre-retirement years in 1984, when
they were between 50 and 54.
According to this form of analysis,
54% of women aged 65 to 69 in
1999 were in the labour force in
their early fifties (Chart C). This
compares with a participation rate
of 89% for men aged 50 to 54 in
1984. Fifteen years eatlier (1969),
only 39% of women aged 50 to 54
were in the labour force; by 1999,
a full 71% of this age group were
participating. An opposite trend is
revealed for men: whereas a full
95% aged 50 to 54 were in the
labour force in 1969, only 86% of
men in their early fifties were par-
ticipating by 1999.

So, too, have full-time employ-
ment rates (in this study, full-time
employment expressed as a pro-
portion of the population in the
same age group) dropped for men
aged 50 to 54 and increased for
women. That being said, men have
consistently been more likely than
women to work full time. As of
1999, their full-time employment
rate was still considerably higher
than women’s: 77% versus 50%.

Women’s participation now
high throughout life cycle
Although a majority of women
may now be participating in the
labour force a decade before the
traditional age of retirement,
pension eligibility and earnings-
replacement rates are generally
dependent on lifetime years of
service. A common pattern for
women of earlier generations was
to withdraw from the labour force
through the child-rearing years, and
then return to work once their chil-
dren had grown up. Cohort analy-
sis as a proxy for lifetime labour
force participation rates confirms
that rates have tended to rise as
women age."" For almost all groups
examined, labour force participa-

Chart C: Labour force participation is converging for
women and men aged 50 to 54.*

%
100

75

Labour force
50

Men

Employed full time**

Employed full time**

25 \ \ \ \ \ \
1969 1973 1977 1981

1985 1989 1993 1997 '99

Source: Labour Force Survey

*  For the years 1969 to 1971 the age category is 45 to 54.
**  Employed full time divided by the population. Data for hours of work prior to
1976 have a high percentage of missing values.

tion was lowest when the women
were in their early thirties and high-
est when they were in their early
fifties (Chart D).

Not only is the pre-retirement
participation rate higher for the
cohort born soon after World War
II, but so too are the early and

Chart D: Labour force participation patterns of
women have changed dramatically.

Women's participation rate (%)

100
Year of birth
90
80 - 19651t01969e
70 - 1955 to 1959
60 ™ 1945 to 1949
50
1925 to 1929

40 - 01920 to 1924

1935 to 1939
30 \ \ \

30to 34 40 to 44 50 to 54
Early career Mid-career Late career
Age

Source: Labour Force Survey, 1969 to 1999
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mid-career rates of women from more recent genera-
tions. For example, only 39% of women born
between 1925 and 1929 were participating in the
labour force in their early forties, compared with 81%
of women born between 1955 and 1959. Women
today tend to have high labour force participation rates
throughout their adult lives. For the women who
retired in the late 1990s, labour force participation was
strong only at the end of their working lives.

Earnings converge as well

Pension benefits are a function of both the number of
years in which someone contributed to the plan and
the earnings during the years when contributions were
made. The data in the previous section suggest a steady
increase in the number of years that women are
potential contributors to pension plans, compared
with a slight decline for men. This section looks at the
earnings of women and men.

For a number of reasons not addressed here,
women have consistently earned less than men. How-
ever, similar to the trend for labour force participa-
tion rates, the earnings gap between women and men
narrowed over 30 years. In 1967, earnings of women
working full year full time were 58% of men’s, but
had increased to 72% by 1997 (Chart E). Also, as seen
carlier, not only do younger women now have higher-

than-ever patticipation rates, but they have also made
the largest gains in earned income relative to men’s.
For example, in the late 1990s women aged 25 to 34
working full year full time had earnings close to 80%
of their male counterparts’. That said, full-time work-
ing women who retired in the late 1990s—the key
interest group—were earning only around 60% of
men’s earnings during their pre-retirement years (aged
45 to 54 in the early 1980s).

Women’s participation in
private pensions increasing

In terms of average individual retirement incomes, the
amount from pension schemes is a function of three
variables: years of contribution, level of earnings while
contributing, and the probability of having contrib-
uted at all. The third variable does not play a role in
the case of the C/QPP, since coverage is effectively
universal. However, private pensions are less inclusive,
so the proportions of men and women participating
in a private pension plan will have a bearing on the
level (and composition) of average retirement incomes
measured over the entire population.

More women now belong to an RPP, for two main
reasons: their labour force participation has increased,
and so too has their access to this benefit. In 1983,
some 36% of women in paid jobs were members of

Chart E: Women's average earnings still lag men's.
Women'’s earnings as % of men'’s
90
80 I~ Age 25 to 34 P ’
(employed full time) o
70 — R o
Age 15 and over

(employed full time)

60 Age 45 to 54
(employed full time)
50 Age 15 and over
(all workers)
4 L rr b
'67 '691971 1973 1975 1977 1979 1981 1983 1985 1987 1989 1991 1993 1995 1997

Source: Survey of Consumer Finances
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an RPP. This rate had increased to 39% by 1998
(Table 2). The employee coverage rate for women has
grown largely because of revised legislation that has
required employers with RPPs to include part-time
workers. In contrast, the coverage rate for men
dropped from 52% in 1983 to 42% in 1998. This can
be attributed primarily to the proportional employ-
ment decreases in areas such as manufacturing and the
public sector, industries that are more likely than
others to offer RPPs.

Table 2: RPP coverage and RRSP
contributions

Employees Taxfilers under age 65 who

covered contributed to an RRSP,

by an RPP and median contribution

Men Women Men Women
% % $ % $

1983 52 36 1994 37 2,800 27 2,000
1985 50 36 1995 38 2,800 30 2,000
1987 48 36 1996 39 3,000 31 2,000
1989 47 37 1997 39 3,000 32 2,100
1991 49 41 1998 40 2,900 30 2,000
1993 47 42
1995 44 41
1997 42 40
1998 42 39

Sources: Census of Trusteed Pension Funds;, Small Area
and Administrative Data Division

In the long term, retired women may be almost as
likely as men to receive a pension from an RPP.
However, given the differential earnings of women
and men, the level of benefits will not be the same.
This is because over 70% of all RPP members belong
to plans that calculate pension benefits as a percentage
of previous earnings. For the vast majority of these
members, pensions are accrued at 2% for each year of
service. That is, average annual pensions will equal 2%
of earnings multiplied by the number of years of pat-
ticipation in the plan.

With regard to RRSPs, approximately 3 out of 10
women and 4 out of 10 men were making contribu-
tions by the end of the 1990s, with women putting
away roughly two-thirds of men’s savings ($2,000
versus $2,900 in 1998). As with RPP coverage,
women’s lower contribution rates and amounts have

been influenced by lower labour force participation
rates and lower average earnings.'”” However, some
women may benefit from RRSP rules allowing contri-
butions to be made on behalf of lower earning spouses
and claimed as tax deductions by the earners them-
selves.”” Although RRSP participation rates can be a
useful indicator of retirement planning, lifetime accu-
mulation levels are more important, albeit not currently
known."

Income, labour force attachment
and social roles

For many of the key factors associated with pension
benefits—number of years of labour force participa-
tion, level of earnings, and pension plan coverage—
the experiences of women and men are becoming
more similar. This confirms the sense that traditional
roles of husband-as-breadwinner and wife-as-home-
maker have been converging. Recent time-use data
show that although work roles still tend to follow these
lines, women, on average, are increasing their time
spent on paid work, and men are increasing their time
spent on housework, childcare and other unpaid work.
However, despite a “blending” of the roles, women
still carry most household and family responsibilities
(Table 3), and this affects the time they have available
for paid work, and ultimately, their economic success:
“Even where women work outside the home, they
generally carry the major responsibility for home and
family. This has an impact on their career advance-
ment and their earning capacity” (Townson, 1995).
Therefore, given the continuing role distinction, it is

Table 3: Average work hours per week

Age Total Paid Unpaid*
15t0 24 Men 31 22 9
Women 34 18 17
35to 44 Men 65 43 22
Women 64 27 38
55to 64 Men 46 23 23
Women 47 13 34

Source: General Social Survey, 1998
* Comprises household work, shopping, childcare,
social support and volunteer activities.
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unlikely that women’s and men’s labour force attach-
ment will match in the near future. This means retire-
ment incomes will continue to differ as well, since the
ability to save depends on level of earnings. Further-
more, pension benefits are dependent on total years
of service and previous earnings; even though some
RPPs take into account women’s role in family respon-
sibilities,'> most do not.

Conclusion

Younger retired Canadians are becoming more reliant
on pension income and personal savings. For exam-
ple, income from the Canada and Quebec Pension
Plans and private pensions represented only 14% of
total income for women aged 65 to 69 in 1971, and
19% for men. By 1997, the income from these sources
had increased to 36% and 46%, respectively. How-
ever, despite some narrowing of the difference in the
late 1980s and the 1990s, the percentage of women
receiving pensions and the average amounts received
remain considerably lower than those of men.

The narrowing of the difference between women’s
and men’s retirement income in the late 1990s can be
attributed partly to the greater lifetime labour force
attachment of recently retired women. The income
difference will most likely continue to diminish in the
future because of the even stronger labour force
involvement of young women today. However, given
that women are still predominantly responsible for
most household and family work, it would be unreal-
istic to expect their lifetime attachment to equal that of
men, at least for some time. Therefore, it is also
unlikely that women’s and men’s retirement income
will converge completely.

Perspectives

& Notes

1 The extent to which initial retirement incomes persist is
largely a function of source of income. Indexed pension
plans (public or private) will preserve the purchasing power
of income received at age 65 to 69, as will indexed govern-
ment transfer payments. The value of private pension plans
with fixed benefits will be eroded by inflation. Investment
income, to the extent that it comes from interest payments,
will tend to vary according to the prevailing interest rate.

2 More recently, the amount paid under OAS in any one
year is based on the previous year’s income. This has the
same general effect as taxing the benefit after it is received.

3 This is available to persons 60 to 64 who ate married to
GIS recipients (or widow]er]s of former recipients).

4 The Quebec Pension Plan is administered by the prov-
ince of Quebec butis viewed in this article as identical to the
Canada Pension Plan, which operates in the other nine
provinces and the three territories.

5 The ceiling is based on an estimate of average annual
earnings and is updated regularly.

6 The self-employed must pay both the employee and
employer share of C/QPP contributions.

7 In order to be eligible for benefits, the CPP requires at
least one payment, while the QPP requires contributions for
a minimum of one year.

8 In many cases, employer-sponsored pension plans have
been “integrated” with the Canada and Quebec Pension
Plans so that the earnings replacement ratio (say, 50%) is
achieved through a combination of the plans’ respective
benefits.

9 Some women may have been receiving sutrvivor’s
benefits, although the incidence of this was probably low for
the 65-t0-69 year group.

10 Income was adjusted for family size only.

11 Cohort analysis of cross-sectional data enables estima-
tions of lifelong participation rates; however, it cannot tell
about the movement of women into and out of the labour
force, which is an important element when determining total
years of service. Longitudinal data are needed to know the
number and duration of work interruptions for women over
the past 30 years.
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Incomes of younger retired women: the past 30 years

12 While women as a group are less likely to contribute to
an RRSP than men, this reflects the higher earnings of men.
For both men and women, the higher the income the higher
the RRSP participation rate. When disaggregated by income,
at each income level women are more likely than men to be
RRSP participants (Statistics Canada, 1999).

13 The practice of making spousal contributions is not
widespread. In 1989, only 3.4% of RRSP contributors made
some or all of their contribution in their spouses’ names;
98% of these contributors were husbands (Frenken, 1991).

14 The 1999 Survey of Financial Security, to be released in
December 2000, should provide important information on
total RRSP savings. This survey will also provide the first
review since 1984 of the amounts invested outside RRSPs
and of the value of non-financial assets such as dwellings,
both of which are important in the determination of
economic well-being in retirement years.

15 The federal public service pension plan allows employees
to take up to five years off for the “care and nurturing” of
preschool-aged children; employees are then able to “buy
back” these pensionable years of service when they return to
work. The buy-back option is also available for other kinds
of extended leave.
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