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Moderator Jean-François Poitras: Welcome to Session 30, “Future of Retirement: How and 
When Will People Retire?” We have three awesome speakers today. It’s my pleasure to 
introduce them to you. 

First will be Ms. Anna Rappaport. Ms. Rappaport is an actuary, consultant, author, and speaker, 
and is a nationally and internationally recognized expert on the impact of change on retirement 
systems and workforce issues. One of the issues she has been passionate about for many years 
is creating better work opportunities for older workers and increasing access to phased 
retirement. Anna chairs the Society of Actuaries’ Committee on Post-Retirement Needs and 
Risks, and she’s a past president of the SOA. She serves on the advisory board of the Pension 
Research Council and the board of the Women’s Institute for a Secure Retirement. She was 
awarded the Lifetime Achievement Award by the PSCA in 2017. 

Our second speaker will be Mr. Rob Brown. Rob retired from the University of Waterloo 
program in actuarial science in 2010 after 39 years of teaching and research. In that time, Rob 
wrote seven books, most in multiple editions, and over 50 refereed papers. His research focus is 
the design of financial security programs in times of rapidly shifting demographics. Rob was 
past president of the Canadian Institute of Actuaries in 1990-91, president of the SOA in 2000-
2001, and president of the International Actuarial Association in 2014. Rob was also research 
chair for the Ontario Expert Commission on Pensions in 2007-2008. Further, Rob has served on 
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three CPP actuarial evaluation review panels, serving as panel chair in the last two iterations. 
Rob has two married children and four grandchildren who live in Toronto. 

And the last speaker will be Shantel Aris. Shantel Aris holds an honours Bachelor’s degree in 
actuarial science from the University of the West Indies in Jamaica, her country of birth. There 
she was awarded the Caribbean Actuarial Scholarship and a number of other accolades in 
recognition of her academic excellence. Before coming to Canada to further her education, she 
was employed at Sagicor Life Jamaica Limited, where she gained valuable experience in 
pensions and retirement benefits. Shantel recently obtained a Master’s of Mathematics, 
Actuarial Science from the University of Waterloo, where she works as a research assistant to 
Mr. Brown, focusing her graduate research on longevity risk-sharing annuity systems. She’s 
currently employed as an actuarial analyst at RBC Insurance and continues to make significant 
strides towards attaining her designation as a Fellow of the Canadian Institute of Actuaries. 

With that, I’ll pass it over to Anna. 

Speaker Anna Rappaport: Thank you, and good morning. I am so pleased that the Canadian 
Institute of Actuaries has this topic on the program, because I feel so passionate about how 
important it is, and I want to put in a plug, a little bit of advocacy, before I go into my prepared 
remarks. 

Yesterday I heard you all vote at your general session about taking more public positions. I think 
that dealing with longevity issues, retirement, opening up opportunities for older worker 
employment, [and] having public policies that will do that is an area where many countries have 
been lacking, and actuaries have an opportunity to contribute to that debate. I’d really like to 
encourage you to do it. I also hope that some of the ideas I have here might, for those of you 
that are in a position to be a phased retiree like I am, that some of you might think about 
volunteering for the profession. I think it’s a great thing to do as part of one’s phased 
retirement portfolio. 

As you heard, I’ve been very involved in this subject for a long time, very concerned about it. 
I’m from the US. At one point we thought about having an international speaker on the panel, 
but since it’s Rob and me and not somebody coming from Europe, I’m going to mostly talk 
about the US but I’m also going to share some international data. I’m going to start with a bit of 
stage-setting, then some facts about retirement, work as part of retirement, and some 
conclusions. Unless I tell you that it’s not from the US, my content will be US content. 

Setting the stage and thinking about the broad landscape for retirement plans, people are living 
to later ages and there’s a changing population age mix, and that population age mix is a 
product of different fertility rates at different times, different numbers of births in different 
periods, immigration to some extent, and people living longer. It’s not just people living longer. 
It’s all those things mixed together. But the US population is getting older, and many countries’ 
populations are getting older, some much more rapidly than the US. 

Baby boomers are often reluctant to retire. At the same time, we have a potential for future 
talent shortages, particularly in some occupations. We’ve had a major decline in traditional 
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retirement and retiree health benefits. They’ve been replaced by defined contribution plans 
and health savings accounts. And there’s a lot of pressure on businesses on the bottom line. 

This raises some key questions. What challenges and opportunities does the aging society 
create? What age is it feasible for people to work to? What is the appropriate age for a social 
system to start paying benefits? And what are the priorities and concerns of different 
stakeholders? I should mention that the research program that I’m involved with, the Society of 
Actuaries, the Committee on Post-Retirement Needs and Risks, we attempt to take into account 
the views of different stakeholders, but our primary focus is that of the individual. It’s not the 
primary focus of the pension plan or the insurance company, which in our work, for many of us, 
has been the focus. It’s the individual, the customer. 

These challenges are common in many countries. I have three sources to point you to. There’s a 
study that comes out every year, the Melbourne Mercer Global Pension Index Report, and they 
evaluate retirement systems in a number of countries and they rank them according to 
different things. If you want some comparative, interesting information, this is a great study. 
They say in the 2016 report [that] the challenges common to many countries include two 
things: “Increase the state pension age and/or retirement age to reflect increasing life 
expectancy, both now and into the future, and thereby reduce the level of costs of the publicly 
financed pension benefits”; and secondly, “Promote higher labour force participation at older 
ages, which will increase the savings available for retirement and limit the continuing increase 
in the length of retirement.” So [they’re] talking about retirement ages and creating 
opportunities for people to work longer. It doesn’t do any good to raise retirement ages if there 
are no opportunities for people to work longer. It just creates a new set of problems. 

The World Economic Forum and the OECD are also sources of comparative information. From 
this World Economic Forum report, they said global aging affects many stakeholders and 
creates opportunities. That’s a good report to go to and think about issues that we probably 
didn’t think about as actuaries. 

For government, nurture a vibrant “silver economy” and create opportunities for older workers. 
Then they talk about issues relating to the community. For employers, retain experienced 
workers by offering more flexible working arrangements and gradual retirement. I think this is a 
really important idea that as actuaries we can contribute a lot to. For individuals and families, 
they talk about more innovative products and services in retirement and health care, and 
volunteerism. And for financial institutions, they talk about new capital market products and 
products that integrate retirement health and long-term care.  

Now we will move onto some facts about retirement. About  half of the people in the United 
States work after retirement in some way. They have a pathway that goes from full-time work 
to some sort of bridge job before they ultimately leave the labour force. That comes from 
analysis of a national database called the Health and Retirement Study. 

About seven in 10 people in various surveys say they would like to work in retirement, but 
fewer do. About four to five people end up retiring from their primary job earlier than they 
planned, some involuntarily. But people don’t plan for retiring earlier than they expected to, so 
that’s something we need to focus on. 2013 focus groups from the Society of Actuaries with 



4  ASSEMBLÉE GÉNÉRALE ANNUELLE – JUIN 2017, QUÉBEC (SÉANCE 30) 
 

 

 
 

Vol. 48, juin 2017  DÉLIBÉRATIONS DE L’INSTITUT CANADIEN DES ACTUAIRES 

people who had retired recently showed—and these were voluntary retirements only—most of 
the people had been pushed. About three in 10 people who are before retirement age say, 
“Retirement doesn’t apply to me. I’m never going to retire.” That’s probably not reality for most 
of them. 

Many people do work after retirement part-time or part-year. A Congressional Research Service 
study found that 37 percent of men and 35 percent of women age 55 to 64 were receiving 
pensions in 2007 and were employed the following year. Of those 65 and over, 12 percent of 
men and nine percent of women were employed. That would have gone up a little bit by now. 
Also, disability drives decisions and drives early retirement: in another Congressional Research 
Service study of people who were not in the labour force between ages 50 to 61, 67 percent of 
the men were disabled and 40 percent of the women were disabled. So with very early exits, 
disability was a huge issue in the United States. 

But some people retire later. In the United States, Supreme Court judges don’t retire until really 
high ages. Members of Congress sometimes run at over age 90, even. Symphony conductors, 
sole proprietors, people with small businesses. Corporate directors. [They all retire later.] 

The question I ask is, as a society in the United States, why do we have such totally different 
expectations for these people than we do for lots of other people? We seem to have two 
completely different sets of expectations.  

If we think about expectations versus reality, Society of Actuaries research tells us that pre-
retirees expect to work to much later ages than the age at which . . . [they] actually retired. In 
the 2015 survey, which is the last survey we did, retirees retired at a median age of 60. The pre-
retirees had expected to retire at 65. We had a similar gap—that’s a five-year gap—in 2015. In 
2013 we probably had a seven-year gap. We’ve had this gap for years. And more pre-retirees 
say they expect to work in retirement than retirees actually work. 

Now I’m back to international data. These are average labour-force exit ages in OECD countries 
for men from 1970 to about 2007. If we look at the black line in the middle, that’s the OECD 
average. It went down for a lot of that period. Then it bottomed out and went up a little. But if 
you look at that band, that’s between the highest country and the lowest country. The message 
is [that] there is a lot of variability between countries. If you say, “Well, why is it?,” if it’s okay 
that we exit at this age in this country, but it’s lower in this other country, the people in this 
country aren’t that much healthier than it that country. It’s just different customs. 

Women have a similar pattern, except there’s more variability. But the same pattern  went 
down for a while and then it comes back up a little bit. Much more variability between 
countries in the role of women generally. 

Now I have a Quebec example about changes in retirement ages. This was from an expert 
commission in Quebec. They said in 1970, the expected work life was 46 years. By 2009, 39 
years. But the expected retirement period had gone from 13 to 23 years. It had gone up ten 
years. Why? What happened? A five-year increase in life expectancy and a five-year decrease in 
expected retirement age. It’s the compounding that’s made the retirement period grow so 
much. This is the issue that I think as actuaries we need to be thinking about. Does that work 
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for our society? Is it really going to work for people? What can we do about it? We need to 
speak up, and I think part of it is that we also do need to be concerned about people who are 
disabled, we do need to be concerned about some occupations. We need to be thinking about 
it, together with disability systems. And I hope you all will leave here passionate about it. 

Back to US data. For life expectancies in the US, I have four sets of data, men and women, from 
birth and then from age 65. In 1935, men at birth had a life expectancy of 59 years, up to 75 
years in 2010, projected to be almost 80 in 2050, and at 65, from 12 years in 1935 to 16.6 years 
in 2010 and 19 years in 2050. So we have these patterns, and you’ll have something like this in 
many countries. Women have the same pattern. 

Now if we look at the US environment, what do we have to say about retirement ages, and 
what does policy tell us? With Social Security, the age for full benefits is increasing to 67 
gradually in the US. We have eligibility for Medicare at 65. Pensions typically have a normal 
retirement age of 65. And if you have a defined contribution plan or an individual retirement 
account, at 70-and-a-half you have to start taking money out. We have required minimum 
distributions. All of these requirements create signals or expectations. For the Social Security 
retirement age, it’s quite a number of years since that was changed. We need to be updating 
them and thinking that. Life expectancies have, at age 65, increased more than retirement ages 
have increased, but much less than life expectancies at birth. 

We have some more on signals and then we have data on labour force participation. 

We mentioned the Social Security signals. The Society of Actuaries research really points to the 
importance of signals. 62 is the early retirement age for Social Security, and 70 is the [latest] 
age. If you retire [between 62 and] 70, you get an increase in your benefits. If you retire after 
70, there’s no more increase. We have age discrimination in employment. That’s another set of 
signals. Public employee plans often have much earlier retirement ages. Defined contribution 
plans don’t define retirement ages. And except for Social Security, the components of the 
retirement system are not considering increasing retirement ages beyond 65, except some 
public employee plans have done some. 

Now, if we want to think about labour force participation rates in the United States, that graph 
we saw with the big band, we have a little bit of the same thing. Labour force participation 
rates at higher ages were going down a lot, and then they’re creeping a little bit back up. At 55 
to 64, male labour force participation is 87 percent in 1950, 72 percent in 1980, 67 percent in 
2000. So, going down. By 2008, [it’s] 70 percent. It’s reversed, gone up a little bit, it probably 
will go up a little bit more. At 65 and over, [it’s] more dramatic, from 46 percent in 1950 to 19 
percent, 18 percent, and up to 22 percent. For women it [labour force pattern] is different 
because it was a lot lower in 1950. We had very different gender patterns. For women at 55 to 
64, it’s just gone up, and it’s been flat and gone up a little bit at 65 and over. We’re getting 
some increases in labour force participation. 

We have more data on labour force participation, [from] 1950, 1985, and 2016. If we look at 
age 65, [we see participation rates of] 72 percent, 31 percent, and 46 percent at the three years 
[1950, 1980, and 2000]. We know that overall at age 65, people today are healthier and more 
vital than they were in 1950. If 72 percent of men could be in the labour force in 1950, certainly 
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more could now. Even at age 72, we have 39 percent, 15 percent, and 23 percent in the three 
years. So we’ve had some comeback. 

For women, as with the other data, the earlier labour force participation for females was 
definitely lower, and we’ve had the increase recently. 

I want to talk about “Is labour-force participation at [advanced] ages the same globally, or is it 
different?” [As] you might have guessed from the retirement ages, it’s a lot different. This 
particular data I pulled out of a report from the International Actuarial Association called 
Determination of Retirement and Eligibility Ages. The original source of this data was the ILO. 
How do things vary by country? We have [age categories of] 55 to 59, 60 to 64, and 65 and 
over. At 60 to 64, France had 44 percent employment . . . Italy 31 percent, Korea 58 percent, 
New Zealand 70 percent, Sweden 66 percent, the United States 53 percent, and Zimbabwe 88 
percent. I just pulled out these few countries to give examples to show there’s a lot of variation. 
Whenever there’s a lot of variation in something like this, then that tells me if you’re not at the 
top, there’s a lot of room for change. 

Let’s think now about work as a part of retirement. This can mean different things. We heard 
some people don’t expect to retire, and there’s a disconnect between what people expect and 
what happens. 

If we’re thinking about work options for working later, we can think about flexibility, and that 
might mean I can work a different schedule, a different amount of work, a different place, [or] I 
have different duties. Many people do want to work part-time if they work later. I think of that 
as either working in retirement or phasing into retirement. You can organize different kinds of 
jobs. You could have the same or redefined duties. You could have a regular schedule or 
irregular work. 

What do I mean by “irregular work”? You might not have regular work, but a substitute teacher, 
for example, would be called when they’re needed. A person who’s in a temporary pool. A 
nurse. But also any organization can call somebody in because they need a project done now. 
Some things are seasonal. You have things that happen in the summer, things at ski resorts 
happen in the winter. People can be involved in mentoring and special projects. With the heavy 
demands on regular workers, sometimes special projects that regular workers used to do will 
get done by retirees. Some organizations use retiree pools: substitute teachers and nursing are 
examples of them. Utilities use them. There are also snowbird arrangements where somebody 
might work for a retailer in one location part of the time and another location another time if 
they move. 

Think about different stakeholders. Employers are concerned about making the business work 
well. They need talent, they need good results. People over age 50, they want flexibility in work 
options and they have families, they have benefits, they have a bunch of considerations. 
Policymakers and the public, they’re concerned about public benefit systems, but also about 
the economy, about how many people are getting benefits versus how many aren’t. And at 
least in the US, the advocates for individuals, they are more focused on loss of benefits than 
creating work options, and that has been an impediment to policy in the US. 
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From an employer point of view, some of the reasons why phased retirement might be a good 
idea is it can help them keep valued and hard-to-find talent. I sat next to somebody at breakfast 
this morning who said, “Well, I’m retired, but only partially retired. I contract with my company 
and I still do some work on a specific client.” Regular staff don’t have time for special projects. 
Former employees are ideal to help with training. [But] some have unpredictable workloads.  

I have some conclusions for you. When we think about this globally and think about many 
countries, there’s some similarities. This is not every country by any means, but countries that 
are demographically similar—the population is ageing, retirement periods are growing, but 
there are often challenges for older people who want to continue working. We see, where 
there were early retirement incentives, they’ve declined, and usually public benefits are 
relatively better than private employers. Differences are: the extent to which . . . family helps to 
support people in retirement; retirement ages; how government is structured; regulations; and 
government benefits.  

As we think about these issues as actuaries, I want to mention a comment about longevity risk 
and sustainability. Plan sponsors have said they’re very concerned about longevity risk, and I 
believe it’s been a contributor to the decline of DB plans and their freezing and termination. 
There are a number of strategies that have been talked about for years, financial market 
strategies, or if you go to DC, it shifts the risk to participants. I’ve been concerned because I 
think that changing retirement ages is a solution. I went to a conference with academics and 
industry people. Not one mention of retirement age, just all these capital market ideas. 

My view is that longevity risk has contributed to the sustainability issue when you have fixed 
retirement ages, and that if we had retirement ages geared to the period to the end of life, 
there’d be a lot less systemic longevity risk and maybe we’d have more DB plans today. I think 
that plans that pool mortality risk and adjust retirement ages are a good alternative to DC 
plans. Adjustable retirement plans could be a part of adjustable retirement ages for new shared 
risk plans. I hope for that. 

I have some predictions to share with you. These are from a paper that was in the 2011 
monograph on Living to 100 by Mary Nell Billings and myself. Mary Nell is a benefits manager in 
a large corporation. These are our predictions for US work and retirement by 2030 and 2050. By 
2030 we predict retirement at age 67 to 70; by 2050, at 71 to 75. By 2030, phased retirement 
will be common, with a new career starting after 50; by 2050, healthy people will work to 72 
and phased retirement will be commonplace. By 2030, 15 to 20 percent of large employers will 
use some kind of phased retirement; [that will go] up to 30 to 40 percent by 2050. By 2030, 
disability programs [will] offer benefits to higher ages and a focus on rehabilitation, and the 
same by 2050. 

In conclusion, work is increasingly part of retirement, and it’s time to rethink retirement ages. 
As actuaries, we need to be part of this discussion. The failure to rethink has contributed to the 
conclusion that providing any kind of DB plans is unsustainable. Unfortunately, from the point 
of view of the private sector in many places, it is too late to go back, but I think we still need to 
be focused on this as a society. It’s very important. But the challenges to longer work must be 
considered. This doesn’t work unless people can find work. We need options if people [are to] 
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continue to work, and policies that support it. I know the US policy issues. I don’t know the 
Canadian ones. The shift to DC is a method of dealing with a challenge. It doesn’t encourage 
retirement at a particular time. I think adjusting retirement ages would be better. Regardless of 
that, you still need to deal with the work issues. It’s a huge problem for our society. If you all 
want to speak out about issues as you work on this and formulate ideas, it’s a great area to 
speak out on. 

And the references give you some papers from the Society of Actuaries and globally. I hope you 
all will become as passionate about this as I am. Thank you. [applause] 

Speaker Robert L. Brown: Thanks, Anna. Okay, sports fans. We’re going to speed things up just 
a little bit here. Think of a Google Map. We’re going to speed things up in two ways. First, we’re 
going to hit the plus sign, and we’re going to look at one neighbourhood. Then we’re going to 
hit the minus sign and we’re going to look at that one neighbourhood from about 30,000 feet. 
Shantel and I will present this together. The reason for that is we wrote a paper which came out 
as C.D. Howe Commentary No. 475. You can get it online. The title is “Greener Pastures: 
Resetting the Age of Eligibility for Social Security Based on Actuarial Science.” Whoa! That’s 
pretty exciting. [audience laughs] There we have a public policy issue that we think is worthy of 
discussion, and Anna seems to think it’s worthy of discussion. 

We’re going to set a context here. The age of eligibility that we’re talking about is the earliest 
age where you can get full benefits. Today it is 65. It looked like it was going to move to 66 and 
67, but then it got moved back. Now how much actuarial science do you think was in Harper’s 
decision, and how much actuarial science do you think there was in Trudeau’s decision? This is 
Trudeau two, of course. [audience laughs] Well, none. So we want to bring some actuarial 
science into the discussion. We think there’s a role for actuaries in talking about things like 
longevity and age of eligibility. 

We’re looking at the same data in a Canadian context. I’m going to show you the graphs. We 
know the situation we’re in. Life expectancy keeps rising. The baby boom is now getting to the 
point of pushing into the retirement years. So we’re going to have a rapidly increasing aged 
dependency ratio. This is going to do a couple of things. First, it’s actually going to dampen the 
growth rate of the economy and therefore dampen the revenues of all layers of government. 
But if we don’t do anything about the age of eligibility, the cost of our social security systems is 
going to rise. I think there’s another discussion that we haven’t had: Is there a way to lower 
Canada/Quebec Pension Plan contributions, especially given this new tier 2 of benefits, which 
turn out to have a very real cost? 

To start, here’s your age dependency ratios. You can see that we’re just taking off. 2016-2017, 
that’s when the front edge of the baby boom wave started to turn 65. I’m going to give away a 
little secret here. I was born in 1949. I do not consider myself part of the baby boom. I was one 
of those very fortunate people who grabbed a surfboard and rode the wave. I started work, I 
was a lecturer in front of a classroom at age 22. Why? Because you couldn’t find actuaries who 
wanted to be academics.. But then I got promoted as the baby boom came in underneath. All 
kinds of people in this room, I can tell from the colour of your hair, all kinds of people in this 
room were the same thing. You got promoted way beyond any real capabilities [audience 
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laughs] just because the baby boom came in and pushed you ever upward. Well, now that baby 
boom is starting to retire and we’ve got issues about the old-age dependency ratio. These 
people are leaving the labour force and moving into a time of life where public systems are very 
important to them. They’re going to start to take their benefits out of old age security and 
they’re going to use the healthcare system. 

Here’s some population growth rates, sort of high, medium, low. The population is not going to 
grow all that rapidly. But because of the baby boom, the aged population is going to grow very 
rapidly, and the labour force is where we’re going to feel the pain. This relates to Canada and to 
the United States. These are fertility rates. One of the things that’s interesting here is Canada 
had a higher peak and a lower trough in fertility rates than the United States, so the 
dependency ratios in the US are not anywhere near as dramatic in their shifts as they are in 
Canada. The United States came back very close to replacement ratio, which is the line there—
2.1 is the replacement ratio where, just by having 2.1 children, you replace your population 
without the need for net immigration. Canada is higher in its peak and lower in its trough. So 
it’s not just in hockey where we’re number one. We’re also number one when it comes to 
things of demographic interest. 

This is another representation of the same thing. I said earlier I do not consider myself part of 
the baby boom. My definition of the baby boom is 1951 to 1966, the only years where number 
of live births exceeded 400,000. It hasn’t happened since. Even though we’re now 35 million 
people, we’re not having the number of live births we had between ’51 and ’66. That’s pretty 
amazing. We’re now getting to the point—there were headlines about a month ago—there’s 
more seniors now than young people 0 to 16. We’re getting to that stage. 

This tells you that life expectancy keeps going up. I think there’s now the beginnings of a debate 
as to how far and how much longer can this trend go. There’s some evidence now that the life 
expectancy improvement is dampening. We’re just running into the limits of improved life 
expectancy. But still it’s going up. We’re living longer. We need social security benefits for 
longer. 

If you look at the population split by age group, it’s a little difficult to discern here, but basically 
your older population is the one that’s going to increase very rapidly and your labour force is 
going to increase much more slowly. 

This says some of the same things. One interesting part of this slide is that migration is 
becoming more important than natural increase, “natural increase” being births minus death. 
That’s the dark area, and it’s becoming almost non-existent. We’re not going to have any 
population increase out of a natural process, so we have to have that migration to continue to 
have population growth. 

That’s the context for Canada. There’s one really important mitigating circumstance. A lot of 
people don’t understand this or haven’t looked at this. Since the turn of the century, Canadians 
have been staying in the labour force longer. Now, this wasn’t because of any legislation, 
although there were some changes in the Canada Pension Plan in terms of taking your benefits 
early and late, flexibility, being able to continue to work and still be getting your benefits from 
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the Canada Pension Plan. Many of those small changes had an impact that helped people stay 
in the labour force. But that is a very dramatic slide, and clearly it’s a mitigating circumstance. 

With that context, I’m going to turn things over to Shantel, and I’ll be back.  

Speaker Shantel Aris: Thank you, Robert, for that enlightening introduction. That will lead into 
my analysis. 

Now as Rob has mentioned, there is an imbalance between the working-age population and the 
retired population due to the retiring of the baby boom[ers]. For any government that is 
planning for retirement, this can be quite scary. Our conclusion is that this is a problem of 
demographic origins. What we speak on today is a demographic solution, or, rather, what I’d 
like to call an actuarial solution. Now, a popular reform has been to raise the age of eligibility as 
life expectancy increases. This is highly debated and a highly controversial topic, but countries 
are seeing the importance of increasing the age of eligibility to immunize their systems from 
demographic risk. As you will see later, this is also a worthy discussion for Canada. 

Now, these are some of the arguments. For countries, raising the age of eligibility has two 
impacts. [One is] longer periods of contributions. What this means is you can work longer, 
contribute more, and have the potential of gaining more on your investment. It also means a 
shorter benefit period. The OECD has shown reports that countries are now making substantial 
provisions for pension expenditure. With a shorter benefit period, what that can do is it can 
somewhat alleviate the strain on our pension system, which I think is good. Another point is it is 
good for countries to promote their workers to stay in the workforce longer. You work longer, 
you’re able to contribute more to economic growth. 

There are many countries that have chosen to increase their age of eligibility (AOE). Now, my 
question is, what experience factors are they seeing that Canada is not seeing? Or is there just 
another approach that we do not want to take that they are willing to take? I apologize because 
there are some examples that are not listed on the slide that I’ll mention, but first we looked at 
Finland, which is currently in [the process] of increasing their AOE from 63 to 65. Norway’s AOE 
is currently at 67, and Sweden is in transition from 65 to 66. I’ll mention the United Kingdom 
later, but we have France, where we see that they have a change being enacted right now from 
65 to 67. Germany, which I find quite interesting as well, has a change from 65 to 67, and their 
central bank is now arguing that they need to increase this further, to 69 by 2060, to reflect 
new findings. 

Now, not only are countries increasing the AOE. They’re also lessening payouts. Finland, for 
example, has an attached life expectancy coefficient. This lessens payouts when they 
experience increased longevity. Now, our proposal today will only go partway. 

Our work was inspired by a study that was done in the UK by the Institute and Faculty of 
Actuaries’ State Pension Age Working Party. Their proposal is that an individual should spend a 
set proportion of their adult lifetime in retirement. We took this model and we transferred it to 
a Canadian context. 

Now I’ll take some time and review the Canadian social security system. The public system in 
Canada has three branches. The first is the Canada/Quebec Pension Plan. This is a contributory 



JUNE 2017 ANNUAL MEETING – QUÉBEC CITY (SESSION 30)  11 
 

 

 
 

PROCEEDINGS OF THE CANADIAN INSTITUTE OF ACTUARIES  Vol. 48, June 2017 

scheme, so we will all see these deductions from our pay stubs on a monthly basis. The second 
is the Old Age Security pension. This is a flat-rate residence-based benefit. The third is the 
Guaranteed Income Supplement. This is an income-tested benefit that is designed to help low-
income households and assist vulnerable seniors. The GIS has embedded in it a clawback, and 
this is somewhat a penalization for high-income households, that if you make over 
approximately $17,500 Canadian in 2017, you would not be entitled to the Guaranteed Income 
Supplement. Similar for the OAS pension, they have embedded a recovery tax for high-income 
households, so if you make more than a $119,000 Canadian in 2017 you unfortunately will not 
qualify for the OAS pension. I think it’s fair to say that, chances are, actuaries will not qualify for 
OAS or GIS benefits. 

Now, we can take a look at the history of the AOE. In the 1920s, we saw the enactment of the 
Old Age Pension Security Act. At that time, we set the AOE at age 70. Other countries across the 
globe at that time had their AOE set at age 65. Some argued that Canada’s tactic at that time to 
set the AOE at age 70 was their view of conservatism, and they feared budget deficits. Fast-
forward [to] 40 years later, we saw the establishment of the Canadian Pension Plan. They set 
the AOE of the CPP at age 65. In the same breath, the OAS pension was lowered to age 65, and 
we also saw the introduction of the GIS in that year with an AOE of age 65. 

The AOE has been fixed at 65 ever since. It was [so] . . . until 2012, when the Harper 
government introduced the topic and the prospect of increasing the AOE from 65 to 67 for the 
OAS pension. This was to take effect in 2029. This debate upset many people, and a lot of 
people argued that the system needs to be more sustainable, but a lot of people were also in 
opposition [to] the system. Now, four years later, Trudeau’s government [has] said no. In his 
political promise, he said that he would fix the AOE at 65, and he had no intention of increasing 
the AOE. What is important, and Rob mentioned this, is . . . where is the actuarial logic in these 
decisions? It seems to be pure political motivation. 

Alongside Trudeau’s announcement to fix the AOE at 65, we also see that he had some very 
ambitious plans in the 2016 budget for the Canadian Pension Plan. Now, there are two 
characteristics about the CPP II, the expanded Canadian Pension Plan, that I’d like to mention. It 
increases the replacement ratio for pre-retirement earnings from 25 percent to 33.3 percent. 
To facilitate these increased benefits, there is an increase in contribution rates by one 
percentage point for both employees and employers, and we will not realize full benefits under 
the CPP II until 2065. The system claims to be fully funded. This means that we expect little to 
no intergenerational transfers, so we should see these contribution rates fixed for some period 
of time, and the system claims that this will heighten the probability of sustainability despite its 
very high cost. 

Let’s dive into the fun part, where we apply the UK’s model to a Canadian context. Our key 
criterion is that the proportion of adult lifetime that is spent in retirement should be fixed. As 
you can see on the slide, it’s a quite simple formula. This is what we are trying to stress with our 
proposal, that it is an option that is worthy [of] discussion, because not only is it effective, and 
other countries are employing this method, it’s quite simple and logical to understand. We 
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assume that adult age starts at age 20. This was the criterion that was used by the UK. We 
followed suit by using it for our analysis. 

How does the process work? We take this very simple formula and we project life expectancy 
rates. This is cohort life expectancy. We thank the Office of the Chief Actuary for providing us 
with the data. We calculate the proportion of adult lifetime, and we project it over a number of 
years. The year in which the proportion goes over that set criterion percentage that we have, 
we increase the age of eligibility in that year by one. Now, the UK has their fixed proportion 
equal to 33.3 percent. For Canada, our calculation works out to be 34 percent. In the UK, they 
anticipate that their change will be from age 66 to 67, and this will take effect in 2026. 

Now let’s see some of the results for Canada. With any change, we expect that we have to 
inform the public. Our proposal is that we give the public sufficient time to plan and adapt to 
these changes. We are proposing a five-year notice period and a two-year phase-in period, 
seven years in total. When we initially started our analysis, we tested 33.3 percent, which was 
the proposal used by the UK, and we realized that this would result in an immediate shift in the 
AOE in 2016. We immediately dismissed this criterion and moved on to the next important 
statistic. We saw that a 34 percent criterion worked for Canada, and this would be the 
proportion of adult lifetime spent in retirement in 2023. We will see our first shift in 2025. This 
is a shift that begins in 2023 and will be enacted by 2025. 

We’ll show you some graphs of the analysis that we did. The red line that you’re seeing is 
showing the AOE progression for Canada [from] 2010 to 2025. As we can see, the AOE is fixed 
at 65 until 2023, when it will increase from 65 to 66 over a two-year period. The AOE plateaus 
for a number of years until the next change will occur in 2048, and the AOE of 67 will be 
realized by 2050. As you can see, whenever there’s an increase in the age of eligibility, we have 
a sharp decline in the amount of adult lifetime spent in retirement, and this gradually increases 
again over time. 

Let’s look at what will happen if we keep the AOE at its constant level. We see that the 
proportion of adult lifetime that is spent in retirement continues to grow. This is where the 
problem of intergeneration equity comes in, because the working population right now will 
have to pay more to finance the increase in retirement years. We can take a different 
perspective and look at increasing the AOE in smaller intervals. Our current proposal is to 
increase the AOE by one year every time we exceed the proportion that we have set. Other 
countries are taking other approaches by using smaller intervals, such as six months, three 
months, or two months. As you can see, the changes in AOE are similar. We still will have to 
realize a change in AOE of 67 by approximately between 2050 to 2052 to keep our proportion 
of adult lifetime spent in retirement constant. 

Now, we can look at a progression of three months, which has much more rapid increases in 
the AOE, but the end result is the same . . . we must see a change in the AOE of 67 by 2050 to 
maintain our criteria. 

With that said, I’ll pass back over to Rob to lead us through the rest of our discussion. 

Speaker Brown:  
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Just to talk about some of the public policy implications here, we are going to have a significant 
impact on the age dependency ratio, which is our concern, by using this idea that you spend a 
constant percentage of your adult life in retirement. You can see here, we will have this impact 
on age dependency ratios. 

We think this is positive. We think it’s worth talking about. Because the government just made 
an announcement within the last two years, we don’t think this is going to happen until after 
the next election. But that doesn’t stop us from putting it forward and getting a discussion 
started. 

I also want to point out that we’re not saying that the sky is falling. Old Age Security, 
Guaranteed Income Supplement, Canada/Quebec Pension Plans are all sustainable, but the cost 
is pretty high. Especially now with CPP II, we’re asking a lot of Canadians in terms of how much 
of their small wages they have to contribute on a mandatory basis to the different layers of 
social security. Old Age Security costs peak at 3.1 percent of GDP in 2030, and then fall to 2.7 
percent in 2050 as the baby boom starts to pass away. Those costs are 2.5 percent in 2017. As 
you know, the Canada Pension Plan costs 9.9 percent of earnings, but CPP II will add two 
percent up to the average industrial wage, and eight percent for the extended YMPE. For the 
Quebec Pension Plan, their contribution rate is already 10.8 [percent], or will be next year, so 
they’re concerned, and they would like to find ways to bring this cost down. 

If we put our plan in place, based on the sensitivity analysis that is within the Canada Pension 
Plan valuation, we think the CPP contribution rate would be about 9.5 percent, or could be if 
we brought in an age-of-eligibility adjustment, and we think the Quebec Pension Plan 
contribution rate could be reduced by about the same one-half of one percent. We feel that 
bringing in this idea of an automatic shift in the age of eligibility would secure the sustainability 
of Canada’s social security systems. 

Now there are some remaining issues. Such an adjustment is regressive. The reason for this is 
wealthier people live longer, and low-income people have shorter life expectancies. By raising 
the age of eligibility, you have a higher percentage impact on low-income Canadians than on 
high-income Canadians. So it’s regressive, and if we start to talk about this, you have to be 
prepared. This will be one of the main pushbacks. 

But the GIS clawback—and the OAS clawback, to a much lesser extent—is even more 
regressive. So if we’re going to bring in this age of eligibility shift, which will save us quite a bit 
of money, it seems to me that at exactly the same time we need to talk about changing the GIS 
clawback rates and formulation. 

In conclusion, we know that life expectancy is rising, but it’s also the case that healthy life 
expectancy is rising just about at the same rate. In fact, we see no particular issue in asking 
Canadians to work just a little bit longer. Not to age 83, but to age 67 by around 2050. And 
without any change in legislation, Canadians have been doing this. They have been working 
longer, they have been staying in the labour force longer. So we think we can talk to them and 
have an open dialogue and look at the possibility of applying actuarial logic to shifts in the age 
of eligibility. 
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Now we’ll move to the question period. I’ll turn it back to Jean-François. 

Moderator Poitras: We have about ten minutes for questions. You can go to the mic and state 
your name and ask your question. 

Denis Latulippe: Good morning. Denis Latulippe from Laval University. If possible, I would have 
two questions, one for the US and one for Canada. For the US, typically workers get health 
insurance via their employer up to retirement, and Medicare pops in at 65. So there is a 
possibility, maybe, of a gap in health coverage between retirement and 65. Is this an issue in 
the US? Does it have an impact on retirement age? 

Regarding Canada, people are working longer, but still ask for the benefits early, 61, 62. Is this a 
problem? Is there something that should be done to modify the behaviour and possibly have 
people ask for their pension later, since they’re working longer? Thank you. 

Speaker Rappaport: With regard to the health insurance in the US, it’s a little bit more 
complicated than that. The answer would have been exactly what you said if you’d asked me 
10–15 years ago. Since the passage of the Affordable Care Act in 2008, if they don’t have 
employer . . . Some people can still buy into their employer plan until age 65. Some people can 
get supplements from their employer after 65. But it’s very small now, and it’s mostly 
supplements in the private market. There are public exchanges that they can get coverage from 
under the Affordable Care Act. Of course, the question right now is, “Will they survive?” Under 
those exchanges, the way the Affordable Care Act was written, the pricing is age-based, but it’s 
subsidized, they can’t charge the full-age subsidy, and in addition, people who have relatively 
low incomes have a government subsidy. So that problem became much, much less with the 
Affordable Care Act. Now it’s in question because there are likely to be some modifications, but 
what they’ll be, we just don’t know. But if you don’t have access to health insurance, that is a 
huge problem. 

Speaker Brown: Thanks. Yes. People still are taking their benefits at earlier ages. Is this a 
problem? Well, in some sense I could say no, it isn’t. It’s not a problem for the plans, because 
the 0.6 deduction and 0.7 premium addition, depending on whether you take it before 65 or 
after 65, makes these decisions somewhat neutral to the plan. Not necessarily neutral to the 
individual, but neutral to the plan. In that sense, I don’t see it as a problem. 

I do have trouble, though, not understanding why people continue to take their benefits this 
way. The D’Amours Report in Quebec talked about having an extra benefit kick in at age 75. I 
think it’s a neat idea, especially in a defined contribution world, because if you have a deeply 
deferred annuity that kicks in—and I think even at age 85 [there] would be a lot of sense to 
that—then you know how long your DC assets have to last, and you don’t have that same level 
of longevity risk that you do in a DC world with no deeply deferred annuity. 

So if you were to not take your CPP/QPP benefits until age 70, it would seem to fit into the logic 
of planning for your retirement income security. Why people aren’t doing that, I don’t know, 
although there may be some financial advisors who think of advice for their clients that is good 
for the financial advisor, not necessarily good for the client. Oh, that couldn’t be true. [audience 
laughs] 
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Philippe Guèvremont: Philippe Guèvremont, Retraite Québec. Retraite Québec administers the 
QPP. This is more in the nature of a comment rather than a question. First of all, the QPP 
contribution rate is already 10.8 percent in 2017. Also, the government had a public 
consultation on QPP at the beginning of this year. Among the point that was brought to the 
public was, “Should we raise the first age to receive the QPP to 62?” and “Should we have a 
longevity adjustment to the QPP?” The government is still analyzing those questions, but we 
saw in the consultation that there is not much appetite from the public to retire later or to have 
adjustment to their benefits linked to longevity. 

And, before I forget, thank you all for your presentation. It was very interesting. 

Speaker Brown: Thank you, Philippe, and take along C.D. Howe Commentary 475 to your next 
discussion. They don’t have an appetite for this, so that if you leave it to a political process, it 
may not happen. We conclude our paper by saying that this should become an automatic 
mechanism and it should be beyond political whims. That’s what I would suggest, that we find a 
way of bringing in legislation that has a longevity adjustment that is automatic and the 
politicians don’t get involved. 

Shantel, do you want to add to that? Is that okay? 

Speaker Aris: Agree, yeah. 

Speaker Brown: Okay. 

Stephen Cheng: Stephen Cheng, Westcoast Actuaries. This is a question for Anna. You have a 
few slides there with the retirement age trends for the OECD countries. Is there a slight 
distortion there if you do the weighting of the countries by equal weighting as compared to 
some sort of weighting by measures such as population or GDP? 

Speaker Rappaport: The question asks us if the things in the OECD countries were weighted 
differently, would you have a slightly different answer? I think you might. I took those slides 
directly from the OECD report and I don’t remember exactly how they were weighted. But I 
don’t think that would change the two basic points—that you have this long-term trend to, first 
of all, significant reductions in retirement ages, levelling off, a little bit of increase, and there’s a 
big variability between countries. The width of the band might be a little bit different, but I 
don’t think it would change the basic idea. 

Bernard Morency: Hi. My name is Bernard Morency. I was actually part of that D’Amours 
Commission, and you’re absolutely right there, Rob. The regressiveness of the recommendation 
of longevity pension was a big thing. My first question is, I’m not sure I understand how 
changing the clawback would solve that, so if you could expand [on] that a little bit. The other 
question is, did you consider adjusting the age at which you enter work life from the 20 years? 
Because it seems to me that this has varied over time as well, and if you did that, then I think 
you would increase the normal retirement age faster. So why didn’t you do that? 

Speaker Brown: Well, I want to make sure Shantel gets a chance to maybe even grab a mic. We 
could do this as a duet. [audience laughs]  
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We chose age 20 because the task force in Britain chose age 20. In fact, we did some sensitivity 
analysis that we didn’t publish that age 20 is an important decision. It does change the model 
quite a bit. We didn’t mention this today, but we would also shift the age of earliest 
entitlement upwards in the same way, so when you went from 65 to 66, you would move from 
60 to 61, and when you went from 66 to 67, you’d move to 62. 

Well, you see this idea of raising the age of entitlement is regressive, as you understand. But 
there’s a lot of regressivity in the clawback formula. A low-income person faces marginal tax 
rates because of the GIS clawback of 50 percent at the federal level. But if you look at the seven 
provinces that have top-ups provincially, those people can face 100 percent marginal tax rates, 
and if they’re getting subsidies for housing and transportation, their marginal tax rate can be 
more than 100 percent. So if you want to get upset about regressiveness, and I think you 
should, then change the clawback. 

Bernard Morency: Okay. But my question is more how would you do that? 

Speaker Brown: There’s a paper by Brown and Chisholm 2007. It’s all there.  

You have to play around with the entry point of the clawback and the rate. We don’t actually 
come up with one answer. We come up with a series of possibilities in changing, first, the entry 
point and second, the clawback rate. It’s a brilliant paper. [audience laughs] 

Speaker Aris: Written by you. [laughs] Just to address the second part of your question 
regarding the entry age for pension contributions, adult life starting age, we did consider the 
factor of varying the age, and you’re correct that it does drastically affect our results. But we 
stuck to the UK’s model; however, this could be an important characteristic, and we could see 
much more drastic results if we chose another factor for our adult starting age. 

Bruce Michael: Bruce Michael. I believe Shantel mentioned that if no change is put in place . . . 
there’s an intergenerational transfer from the younger to the older. I can understand why 
younger generations don’t like to look at the possibility of having to work longer to get their 
retirement benefits. But I’m wondering, as actuaries, if we should have a responsibility to, 
perhaps, quantify the two in terms of the fact that they are also suffering by leaving it as it is 
and subsidizing the generations ahead of them. 

Speaker Aris: You are correct that the system, if the AOE stays constant, will increase the 
proportion of adult lifetime spent in retirement. Now, if you look at it another way, that 
younger people . . . yes, we want to make the system more fair, and that is why we would like 
to keep the proportion constant—because it will be more attractive to the public if we have a 
system that you can say across all generations is fair. Now, whenever a government is making a 
decision regarding a factor as important as this, you will have to think of equality, and this is 
something that the public, I think, would like to see. 

Louis Adam: Louis Adam, Laval University. First, thank you for your interesting presentation. My 
comment will be more on the Canadian scene. Looking at the intergenerational equity and all 
the factors about the acceptance from a public point of view of shifting the normal retirement 
age, have you considered shifting not the retirement age, but more the early retirement/late 
retirement adjustment factors? It’s more of a sneaky way to do it, but, in effect, you could 
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change it by either cohort age or by income, in a way favouring people with lower income in 
terms of not having the same kind of adjustment factor. In a way, that would alleviate the fact 
that lower-income people with lower life expectancy would get a less-drastic adjustment, so 
that would be a way to introduce more actuarially equivalent benefits, that would in a way 
recognize the fact that these people do not have the same life expectancy. In a way, it would be 
more acceptable to more people. 

Also, I was wondering if you had considered increasing the retirement age adjustment factor up 
to age 75, because that could be a good social policy way to allow people to have more 
longevity insurance coming from either the CPP or QPP.  

Speaker Aris: To answer the latter part of your question, no, we did not consider moving the 
age of eligibility, the end part of it, up to 75. But there are sophisticated ways that we could 
improve the model. We wanted to keep it very simplistic so that it’s something that the public 
could not just understand but relate to. 

Speaker Brown: I would also point out to those who have an interest in this particular topic 
that the Office of the Chief Actuary has just published a study on whether or not the 0.6 
adjustment and the 0.7 adjustment remain neutral for the CPP. The study is available on their 
website. It will show you the considerations they took in analyzing the 0.6 and 0.7. That may 
give you some further insight into what might happen to have a little bit more of a social mix in 
this, Louis. 

It’s also the case that there is a bit of a social adjustment in the Canada/Quebec Pension Plan 
because of the YBE. You don’t contribute on the first $3,500, but you get benefits on the first 
$3,500. So if you make $3,501, you actually do pretty well in the Canada Pension Plan. 

Anna, you wanted to add? 

Speaker Rappaport: I just wanted to add there’s been quite a bit of discussion about adjusting 
the benefits, and it’s really important for us to be engaged in that. But I want us to not forget, 
and I’m assuming that there’s some parallel issues about the employment, that creating 
employment opportunities is half of this and then thinking about different patterns of 
employment and adjusting disability benefits, there’s all that other stuff out there. While we 
need to be focused on this specific issue, I really want us to think about the big picture, because 
it’s a lot more complex overall, but we’re people who could help find solutions to this, and it’s 
such an important issue in so many places. 

Moderator Poitras: Please join me in thanking our speakers today. [applause] 

[End of recording] 


