
 

Threatened pensions need to be addressed in election platforms 

OTTAWA (December 15, 2005) – Any benefits from small cuts in the GST or income tax will be 
minimal compared to the financial problems many Canadians will face if Canada’s employer-
sponsored pension plans keep shrinking, according to a statement from the Canadian Institute of 
Actuaries (CIA) today. 

“Political parties need to tell Canadians where they stand on this issue of reduced financial security 
faced by people hoping for a secure retirement,” said Charles McLeod, President of the CIA. 

“The Institute calls on the country’s federal political leaders to offer their views during this election 
campaign and to join in a national pension reform summit next year to help safeguard a threatened 
system,” McLeod said. “It is not too late but it is urgent.” 

Fewer Defined Benefit Pension Plans 
Defined Benefit (DB) pension plans, which are employer-sponsored, now form Canada’s largest pool 
of retirement capital, and are popular with employees because each one knows what to expect when 
they retire. The number of private sector DB plans, however, is shrinking rapidly, which is bad for 
employees, employers and the nation – the predictability of DB plans is very important to the 
stability of Canadian social programs. 

“The percentage of private sector workers participating in DB plans is down to 21% from 29% in 
1992. If this decline continues unabated, in a few years the only working Canadians with a DB plan 
will be government employees, and that isn’t a good message to send to voters,” said Normand 
Gendron, the CIA President-elect. 

DB plans assure a specific monthly payment at retirement; employees make no investment decisions, 
employers assume virtually all the risk – but employees bear the ultimate risk if the DB plan fails in 
the event of their employer’s bankruptcy. By contrast, in the other type of workplace pension plan – 
Defined Contribution – there is no predictability of specific payments at retirement; investment 
decisions and risk are shifted to employees. 

Both types of plans – along with sound public pensions (CPP/QPP), government income support 
(OAS/GIS), registered retirement savings plans (RRSPs) and personal savings – are required for a 
healthy national pension system. 
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Causes of Defined Benefit Plan Reduction 
The move away from DB plans by employers is caused by a number of factors including: 

• Companies bear the risk of any funding shortfalls that may emerge in their pension plans, but 
have no certainty that they can access any plan surpluses. 

• Recent accounting changes mean that the financial statements of many companies are 
showing increased volatility in their pension costs. 

• Companies are concerned that the administrative costs for DB plans are high and getting even 
higher. 

• Companies see pension legislation as unduly restrictive, not providing flexibility in funding, 
and inconsistent between jurisdictions. 

For their part, many employees feel that a DB pension plan is really “deferred income”, so they 
should be entitled to any surpluses. 

“People are worried.  In a national survey conducted last month by the CIA, less than half the 
respondents expressed comfort with the security of their workplace pension plan, even though in 
reality nearly 100% of benefits have been delivered,” Gendron said. 

Potential Solutions to Consider at Summit 
There is no “quick fix” for the issues involved in improving the private sector employer pension plan 
system. There are many inter-related options that should be considered, according to Gendron, 
including: 

• Promoting greater benefit security by equitably addressing the plan surplus ownership issue. 

• Removing regulatory obstructions and better coordinating of pension standards legislation 
across Canadian jurisdictions. 

• Providing more meaningful information to plan members on the financial position of their 
plans, funding decisions and contribution holidays. 

• Permitting plan funding substitutes such as letters of credit. 

“We have seen in recent meetings with government and plan sponsors and members a greater 
openness to find areas of common agreement,” he said. “The Institute proposes to organize and host 
a nation-wide forum that engages all pension stakeholders around the table.” 

“A pension reform summit of this type will only be productive if all parties are willing to objectively 
examine all potential solutions – the implications for workers, employers and retirees are too 
important for narrow interests to destroy a pension system that was once a model to other countries,” 
said Gendron. 
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The Canadian Institute of Actuaries (CIA) is the national organization of the actuarial profession. Member 
driven, the Institute is dedicated to serving the public through the provision, by the profession, of actuarial 
services and advice of the highest quality. In fact, the Institute holds the duty of the profession to the public 
above the needs of the profession and its members. 
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