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Canadian Association of Retired Persons (CARP)

1. Economic Recovery and Growth

Given the current climate of federal and global fiscal restraint, what specific federal measures do you
feel are needed for a sustained economic recovery and enhanced economic growth in Canada?

1. Protecting Future Vulnerable Seniors from Changes to OAS One year after formally recognizing
680,000 financially vulnerable seniors with a modest increase to the GIS, the federal government has
changed course, seemingly ignoring the same group of people for whom the impending loss of OAS and
GIS will be a serious challenge since eligibility for GIS is tied to OAS eligibility. According to the
government’s own actuarial sources, the 680,000 very vulnerable seniors deserving of a GIS increase in
2011 is expected to grow to over one million in the coming years. Impending changes to the OAS will
only exacerbate financial instability among older Canadians, not only those who would depend on GIS as
well, who will have to wait an additional two years to claim their earned benefit. Many will be forced to
remain in low-paying or physically taxing labour longer. Inthe 2012 federal budget, the Government
committed to ensuring that certain federal programs, including programs provided by Veterans Affairs
Canada and Aboriginal Affairs and Northern Development Canada that currently provide income support
benefits until age 65, are aligned with changes to the OAS program. Without such an alignment,
individuals receiving benefits from these programs would stop receiving them at age 65 and face an
income gap until age 67 when they become eligible for OAS and GIS. The alignment will ensure that
these individuals do not face a gap in income at ages 65 and 66. The same consideration is owed to all
financially vulnerable Canadians who will be financially challenged by the changes to OAS. CARP is on
record opposing the changes to the eligibility age for OAS. More than two-thirds of CARP members
strongly oppose the changes and more than 70% of members support our ongoing opposition to the
changes, despite the passing of the Omnibus Bill C-38 and the fact that most current CARP members
themselves will be spared the effects of the changes in 10 years time. The OAS issue exemplifies the
divide between demographics and people. Many Canadians, not just those most reliant on the OAS and
GIS, will be adversely affected by the two year delay in OAS, which will hurt most precisely those
Canadians least able to withstand the delay. Almost 300,000 Canadians over 65 still live in poverty and
many more straddle the low-income threshold and struggle with financial insecurity in retirement.
Between 2006 and 2009, nearly 128,000 more seniors became low income. Of that amount, an
overwhelming 70% were women. After decades of improvement, the percentage of seniors living near
or in poverty rose by 25% from 2007 to 2008. If nothing is done to address financial insecurity among
seniors, by 2031 there could be well over 600,000 seniors in Canada officially living in poverty and
millions more facing financial insecurity. This number will expand further after the changes to OAS. A
more instructive measure of financial hardship is the 1.4 million Canadians who receive GIS, or nearly
35% of all Canadians over 65, who by being eligible for GIS are considered to be financially insecure.
GIS eligibility is dependant on OAS eligibility. Moving OAS eligibility from 65 to 67 will target and hurt
the Canadians who need the income supplement the most. To qualify for GIS, an individual’s income
cannot exceed approximately $16,000. Most low income seniors make less and for those on social
assistance, incomes are likely between $4,000 and $10,000/year. Canadians in this income bracket will
be devastated by the changes. Without federal intervention, many of these Canadians will be forced
onto provincial welfare programs, which lack the security and dignity of an earned benefit. OASis a
considerably more important source of income for older women than for men. In 2008, 52.6% of the




income of senior women came from government transfers compared to 37.5% for men. A full 30% of
senior women’s income came from the Old Age Security program — twice as much - compared to 16.9%
for men. OAS benefits represent the first stable source of income for many older women. OAS may also
be the first time low-wage earning women come close to moving above the low-income threshold. OAS
is especially crucial to female caregivers who were separated from the workforce for long periods of
time to care for children and now for elderly or sick family members.  CARP recommends that the
federal government commit to funding the replacement of the OAS and GIS benefits that will be lost by
the most financially vulnerable seniors as a result of the changes to OAS as a first step to restoring the
OAS eligibility age to 65.

2. Job Creation

As Canadian companies face pressures resulting from such factors as uncertainty about the U.S.
economic recovery, a sovereign debt crisis in Europe, and competition from a number of developed
and developing countries, what specific federal actions do you believe should be taken to promote
job creation in Canada, including that which occurs as a result of enhanced internal and international
trade?

3. Demographic Change

What specific federal measures do you think should be implemented to help the country address the
consequences of, and challenges associated with, the aging of the Canadian population and of skills
shortages?

2. Pensions CARP’s principal focus with regard to the larger issues of pension plan coverage and savings
adequacy has been on the 3.5 million middle income earners working for smaller employers and the 4.9
million earning less than $30,000 per year. This grouping of 8.4 million Canadians tends not to have
workplace pensions and is most likely to have not saved adequately for their retirement. This retirement
savings gap has been acknowledged by the federal and provincial governments and the Pooled
Registered Pension Plans (PRPP’s) is meant to address the gap. In 2010, the federal government
committed to working with the provinces to effect a modest enhancement to CPP at the same time as
introducing PRPPs. The political landscape has changed dramatically since the PRPPS were first
announced and the CPP-enhancement portion of the commitment was sidelined. With many provinces
sharing the original commitment, including Ontario’s reiteration in its 2012 Budget, now is the time for
the federal government to gather support from the provinces and lead the way to CPP enhancement for
all Canadians. Approximately 36% of Canadians in 2011 stated a lack of confidence in their ability to
save for retirement, compared to 18% in 2010. And, 42% were less optimistic about the financial
markets in 2011 compared to 2010. RRSPs have not been the answer to retirement security and
another voluntary option such as the PRPPs is unlikely to improve savings. Canadians now contribute
$33.9 billion to RRSPs, which is only 5.1% of the total room available to eligible tax-filers. In effect,
Canadians already leave $630 billion dollars of RRSP contribution room untouched. More importantly,
while the number of eligible taxpayers has increased, fewer Canadians contributed to RRSPs in 2010
than did in 2009. CARP Members do not expect the private sector to provide safe, low-cost retirement
plans. Members prefer the public option and the majority think that an enhanced CPP or another public
option has a vital role to play in helping people to save adequately for their retirement, whether along
with, or instead of PRPPs. PRPPs fall short of the core goal of providing a universally accessible and
affordable retirement savings vehicle that would help provide an adequate retirement income. PRPPs
can be made to help Canadians better save for their own retirement, but only if current design problems
are corrected. Australia experimented with a nearly identical plan over a decade ago, and the results




are discouraging. The Australian Super Fund is mandatory — with an opt out — and requires employers to
enrol their workers in one of many defined contribution plans offered by the private sector. A recent
review of the system after 12 years experience, Australian Super Fund Review commissioned by the
Australian government, shows that while people were saving in droves through mandatory
contributions, investment returns were no better than inflation. The report blamed the high fees and
costs despite the presumed role of competition. PRPPs may have the same disadvantages. CARP has
consistently called for a supplementary Universal Pension Plan modeled on the CPP with mandatory
enrolment, utilizing the existing payroll deduction mechanism, professional management, a governance
role for the members, a mandate that is focused entirely on optimal performance and independence
from government or any single employer. Defined benefits (DB) are also essential to achieving all of
these goals. As one of the largest pension funds in the world, the fully funded CPP should be enhanced
to further help all Canadians retire in security. Enhancing the CPP is affordable and would result in
considerable additional retirement income for all Canadians. A modest 10% increase - from 25% of
Yearly Maximum Pensionable Earnings (YMPE) to 35% - would result in a maximum additional benefit of
$4,830/year and cost a maximum of $45/month payable by each employee and employer for those
earning the maximum pensionable earnings [using 2011 numbers]. A 10% enhancement of the CPP
would only cost $18/month for low income earners. Even doubling the CPP, from 25% YMPE to 50%,
would result in maximum monthly premiums for employees of $110 for high-income earners and as
little as $45 for low-income earners. Doubling the CPP would result in a maximum additional benefit of
$24,150 per year - $12,075 more per year than the current maximum. CARP recommends that the
federal government to return to its 2010 commitment to work with the provinces to enhance the CPP,
to ensure that no one falls into the retirement security gap.

4. Productivity

With labour market challenges arising in part as a result of the aging of Canada’s population and an
ongoing focus on the actions needed for competitiveness, what specific federal initiatives are
needed in order to increase productivity in Canada?

5. Other Challenges

With some Canadian individuals, businesses and communities facing particular challenges at this
time, in your view, who is facing the most challenges, what are the challenges that are being faced
and what specific federal actions are needed to address these challenges?

3. Older Women The risk of poverty is much higher among seniors living alone compared to those living
in couples, and greater among women and visible minorities. Women may face retirement with less
income for a number of reasons: their wages were inferior if they worked, they live longer than men and
may be more likely outlive their retirement savings, and women are still more likely than men to lose
some working years caring for children or parents and spouses. Almost three million Canadians over 45
provide some informal care to family and friends, most of whom are women. Caregiving is taxing
physically, emotionally and financially. Informal caregivers do much of the heavy lifting better suited to
professional long-term care (LTC), the out-of pocket expenses for which are out of reach for most
seniors, regardless of provincial subsidies and co-pays. A universal LTC savings or insurance plan could
go a long way to helping Canadian prepare and deal with the challenges of chronic illness and care. In
Germany, for example, mandatory Long-Term Care (LTC) insurance provides benefits to eligible family
caregivers, which includes up to a maximum of four weeks leave during which the LTC insurance covers
expenses and provides a maximum of 1,510 Euros. Such policies provide heavy-care providers with the
financial security needed to help family members with chronic conditions. In lieu of such a plan in




Canada, informal caregivers require meaningful financial support for providing millions of hours and
billions of dollars worth of care to family and friends. The incidence of financial insecurity is segmented
The hardest hit group of Canadians are single, unattached, women over 65, almost 20% of whom live
under the after tax low-income cut-off of approximately $20,000/year. This situation is not expected to
dramatically improve in the immediate future: over 30 percent of single women between 45 and 64 are
low-income. Seventy percent of part-time workers and 66% of minimum wage earners are female. For
many of these women, the combination of OAS and GIS is the deciding factor in keeping them out of
poverty. Single seniors are more prone to lower-income than their married or coupled counterparts.
Eighteen percent of single women and 14% of single men over 65 live in poverty. While the number of
women with workplace pension plans tripled from 1974 to 2004 , there is still a discrepancy in pension
incomes between men and women that contributes to greater levels of poverty among older women.
Women still earn considerably less than men. Between 1991 and 2001, for example, retired women
earned 60 percent of the pension income earned by men. Women’s average total income in Canada is
lower than men’s in every province. Women in Alberta and Newfoundland & Labrador experience an
even greater income gap compared to men. Women's total incomes in Alberta were 55% of men’s in
2008 ($34,000 for women and $61,700 for men); in Newfoundland and Labrador, women’s incomes
were 57% of men’s. Across all age groups, women's average total income is lower than men’s, but the
gap was smallest in the youngest age range, where women aged 16 to 19 have incomes of about 90% of
men in the same age group. But, the income gap is greatest for those aged 55 to 64. For these women,
average total income is only 55% of men’s—$29,400 compared with $53,400. The income gap
between men and women may close in the future, but for decades to come, women, and especially
single women, will continue to experience financial hardship due to lower income. Exacerbating the
problem for single seniors is that the OAS allowance for people aged 60-64 is not available to those who
are single, divorced or separated, or married to someone who has not yet reached age 65. The 2011
non-refundable Caregiver Tax Credit was a positive step forward in recognizing informal caregivers. But,
making the tax credit refundable would help ensure that even those Canadians without taxable income
could receive financial recognition of their contribution.  Statistics Canada reports that as of 2010 an
astounding 159,400 eligible Canadians over 65 are not collecting GIS benefits. Effectively, almost 12
percent of eligible Canadians are not receiving GIS payments due in large part to the complexity of the
application process. In recent years, CARP has advocated for auto-enrolment of GIS and OAS to prevent
people from missing the benefits - such as through income tax returns. CARP welcomes the federal
government’s promise in the 2012 Budget to implement proactive enrolment of GIS and OAS starting in
2013. Such measures are important in helping close the income gap for many lower income seniors.
CARP recommends that the federal government support single seniors, with particular regard to older
women, with an equivalent to spousal allowance for single seniors in financial need and by making the
caregiver tax credit refundable.




