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THE GREY TSUNAMI THREAT: A FAILURE OF EVIDENCE TO 
DRIVE POLICY 

 

A Discussion Paper by the COA Experts Panel on Income Security 

Since the last federal election, there has been a resurgence of interest in evidence-driven policy in 

Canada. The Experts Panel on Income Security of the Council of Aging of Ottawa has, along with many 

others, applauded this shift and has offered advice on future directions in making it happen in practice. 

A mature system of evidence-informed policy will see the use of powerful analytic tools involving big 

data, predictive analytics and longitudinal micro-modelling. The new techniques will allow us to 

gradually move beyond traditional static, program-by-program analysis which is based on the average 

characteristics of average people who face standardized problems at specific point in their lives and who 

typically receive one-size-fits-all benefits. They will allow us to gradually take better account of the 

needs, circumstances and aspirations of a diverse citizenry and to see the combined effects of a range of 

government program and tax regimes on people as they move through the course of their lives. 

However, evidence-driven policy is not only about the exciting prospects for more powerful, citizen-

focussed programming that the new analytics will allow us to put in place. It is also about making better 

use of traditional cross-sectional analysis and existing data. This note describes a classic weakness of 

traditional analysis, where out-dated thinking about a demographic ‘grey tsunami’ has prevented even 

sophisticated analysts from seeing the large changes ahead that will affect policies related to aging and 

pensions, areas of direct concern to the Council on Aging of Ottawa, and to Canadians generally. 

The grey tsunami refers to the large wave of baby-boomers who have now started to reach age 65. The 

alleged threat is based on the assumption that a relatively larger number of retirees will become 

dependent on a relatively smaller generation of people in the traditional ‘working ages’ of ages of 15 to 

64. And, there is has been a secondary worry that longer life spans will mean additional strains on 

savings and pensions needed to support longer retirements.  It is an interesting illustration that we are 

still far from living in a world of evidence-driven policy. The evidence against such tsunami threats is 

actually quite clear but is simply ignored in most analysis. 

This note describes the origins of the tsunami threat, shows how changes in employment among older 

workers and among women has resulted in increased employment growth over the past 20 years, shows 
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why continued employment growth among people in their 60s will greatly ease if not eliminate any 

tsunami threat in coming decade, suggests why policy analysts seem to have missed this, proposes some 

general lessons that can be learned – both in analysis and in formulating policy advice – and concludes 

with some comments on the implications for retirement income policies of the trend towards working 

longer. 

The origins of the tsunami threat  

The potential policy implications of aging populations have been studied for many decades. In the late 

1970s and early 1980s, the Government of Canada produced a White Paper, a Green Paper and initiated 

a Special Parliamentary Committee on Pension Reform, all of which anticipated the future effects of 

demographic change that are related to the aging of the baby-boom generation. By the 1990s 

international agencies and large numbers of policy analysts world-wide had begun to predict that there 

could be dire consequences when large numbers of baby boomers reached retirement ages – then some 

30 years in the future, i.e., starting about 2011-13 when the first ‘boomers’ reached 65. Fewer people 

would be producing the goods and services – and the income and taxes – needed to meet the growing 

consumptions needs of the whole population and the budgetary needs of governments. The result 

would be a range of problems related to living standards, fiscal imbalances, labour market shortages, 

and the costs of health care and pensions. 

Twenty years ago, the empirical evidence in many countries did support this view of the future. 

Employment rates for older workers had been falling for decades in countries such as Canada. The trend 

towards early retirement – Freedom 55 in the slogan of the day – seemed well established and the 

combined effects of these changes in retirement patterns and demography did seem to have tsunami-

like proportions, at least in some countries such as Italy with generous pay-as-you-go pension benefits 

that were provided at a relatively young age. 

The situation was never so desperate in Canada where pensions were in relatively good shape in fiscal 

terms and where demographically-induced changes were predictable and gradual. The ratio of the 

number of people 65 and over to the ‘working age’ population is relatively low compared with other 

countries, and will remain so for decades into the future. (This ratio is traditionally and, as we will later 

argue, misleadingly called a ‘dependency ratio’.)  

For example, Chart 1 shows that in 2015 there were 26 people over age 65 in Canada for every 100 

people aged 20 to 64. That is much lower than in continental Europe (for example, the comparable ratio 

was 31 people in the Netherlands, 34 in France and 35 in Germany), far lower than in Japan (a ratio of 

47) and about the same as the United States and Australia (a ratio of 25). The ratios in all countries rise 

over time, but Canada will remain far below the levels in Germany, Italy and Japan.  
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Nevertheless, despite the relatively modest nature of the challenge, it made sense at that time for 

planning to take into account the pressures on fiscal, health care, immigration and pension policies that  

Chart 1. Number of people age 65 and over for every 100 people age 20 to 64 

 

would be caused by a relentless, if relatively small, decline in the percentage of population that would 

be working when the boomers retired. 

As well, calling attention to even a relatively modest tsunami may have provided a useful marketing 

function. It provided a rationale for fiscal prudence that was needed for other reasons. It reminded 

policy makers of the importance of taking a longer-term view and it supported pension reforms such as 

the setting up of the CPP investment fund. 

The rhetoric has persisted despite a dramatic change in the evidence 

The basic demography of the baby-boom remains of course. However, now that the boomers are 

moving into traditional retirement years, we do not see any signs of a tsunami, or tipping point or, 

indeed, of any obviously negative change. What has happened is that policy rhetoric has not kept up 

with the reversal in employment patterns that has occurred over the past twenty years. 

Demographic trends in isolation 

Chart 2 shows the demographic dimension in isolation. It is based on past population trends and on 

Statistics Canada’s population projections out to 2031. 
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 The solid lower line on the chart shows trends in what is known as the old age dependency 

ratio, defined here as the number of people age 65 and over, per 100 people aged 15 to 64, the 

so-called working age population1.  

 The top, dashed line shows the total dependency ratio. This is the number of people under 15 

and 65-plus per 100 people in the traditional ‘working age’ population.  

Chart 2. Total and old age dependency ratios, 1957 to 2016 and Statistics Canada’s medium M1 

projections, 2017 to 2051, Canada 

 

The old age ratio has been rising steadily for decades, with particularly rapid growth projected between 

now and about 2030, when it will start to level off. These changes are mainly the result of changes in 

fertility (the baby boom generation) but also increasing longevity over this period. This line is the source 

of the grey tsunami narrative. 

The total dependency ratio at the top of the chart shows a quite different pattern. It also shows large 

increases between now and 2030 when the levelling off starts, thereby providing some support to the 

tsunami story. But by 2030s the total dependency ratio (the number of younger and older people who 

are ‘dependent’ on the working age population) will be less than it was in the late 50s and the 60s when 

many of the boomers were in school. Those years did not feel like an era swamped by a demographic 

tsunami. Other factors were far more important – and there is no reason to expect this to change over 

the coming two decades. 

                                                           
1
 Note that the earlier international data from the OECD used the population aged 20 to 64 as the denominator.  
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Note that a tsunami assumption has been built right into the traditional terminology of ‘dependency’ 

rates. It suggests that the ratio is a reasonable measure of the relative size of the ‘dependent’ non-

working population whose well-being rests of the goods and services produced by the working 

population. However, in reality age groupings are a misleading proxy for the size of the working 

population. Many people work after they pass age 64 and large numbers of the ‘working age’ population 

age 15 to 64 are not employed. It completely misses important trends such as increasing employment by 

women and young people staying in school longer. The uses of a demographically-driven ‘body count’ 

dependency ratio is quite unnecessary for most policy analysis since actual data on employment trends, 

shown below, are readily available.2 

Employment trends  

Employment has been growing more or less steadily in Canada for many decades as can be seen in Chart 

3 which shows that the total number of employees grew from a little under 10 million in 1976 to 18 

million in 2016. The blue shaded area at the bottom of the chart shows that the growth in the number 

of male employees under the age of 55 has been grown only slightly. The growth has been much faster 

among women under 55, especially in during the period up to about 10 years ago. It has been 

reasonably flat since then, as women’s employment rates have become nearer to those of men. The 

largest growth has been among older workers age 55 and over, where increases have been particularly 

large since the mid-90s. 

Much of the growth in the number of older workers has been among people in their 60s. This is shown 

in Chart 4 which shows the striking change in employment rates (i.e., the percentage of the population 

in the age group in question that are employed) for men and women in their 60s over the past twenty 

years, a growth that reversed the earlier trends among men towards earlier retirement.3 Working after 

70 is growing as well although the numbers here are still small.  

It is not possible to predict the future with certainty – particularly changes in behaviour such as 

decisions related to the transition from work to retirement. However, a recent review of all the obvious 

factors that could influence retirement decisions suggested that, based on what we know today, the 

trend to working later among older people that has marked the past two decades seems likely to 

continue, and could even accelerate, over the coming decade or so (Hicks 2012).  

 

                                                           
2
 In our view, Statistics Canada should not release uncaveated data on dependency rates. They are misleading for 

most policy purposes. 
3
 Note that, until about the mid-00s, mandatory retirement ages were legal in most Canadian jurisdictions. This is 

no longer the case, but the end of mandatory retirement does not seem to have had any significant direct effect 
on the employment rates of in older age groups shown in the Chart. 
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Chart 3. Total number of employees showing composition by men and women age 15-54 and by both 
sexes age 55 and over 

 

Chart 4. Employment rates of men and women in their 60s, 1976 to 2016 

 

That is, based on past trends, it seems that continued growth in the employment rates of people in their 

60s could well be a key driver of what is likely to happen in the future, with obvious consequences for 

policies related both to work and to the retirement income system. Yet there are few authoritative 

projections that take this into account. It is not complicated to make such projections. For example, 

Chart 5 is based on simple spread sheet calculations (by one of the members of our Experts Panel) of 

total employment in Canada out to 2031. It uses Statistics Canada’s population projections and two 
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assumptions about employment rates.4 One assumption is that the employment rates for people 

between 60 and 74 will continue to grow at a rate that is just slightly higher than the rate of growth  

Chart 5. Total employment 1976 to 2016, with two scenarios to 2031 

 

seen over the past 20 years. The other assumption is that the 2016 employment rates will remain 

unchanged into the future.  

In the scenario where employment rates among older workers continue to increase in line with recent 

trends, the level of total employment in Canada will continue to grow at about historic levels out to 

2031. That is, the negative effects on employment of the baby-boom tsunami would be almost 

completely offset by these increases in employment rates5. It is only if we make the seemingly 

unempirical assumption that employment rates among older workers will suddenly stop increasing that 

we see a levelling off in employment growth and, even here, the levelling off is modest. 

                                                           
4
 The calculations apply employment rates for age groupings from the Labour Force Survey to population estimates 

and projections (using Statistics Canada’s M1 medium population projections). All data is found on CANSIM. Both 
scenarios assume that there is no change in employment rates for those under 55 and that there is no 
employment after age 75. These adjustments mean the data are internally consistent but slightly different from 
the published labour force data.  The stable scenario for the future also assumes no change in employment rates 
among older workers. The growth scenario assumes that by 2031, employment rates in older ages will have 
reached the same level as was the case for people who were 5 years younger in 2016. The calculations were done 
separately by 5-year age groups and gender. The growth calculations result in a figure for 2031 that is just slightly 
higher than results of a projection based on the continuation of the linear trend line between 1996 and 2016. That 
is, it is a quite conservative estimate for the higher level scenario.  
5
 Another common belief that is not supported by the evidence is that increased employment by older workers will 

simply take away jobs from younger people. This belief, known as the ‘lump of labour fallacy’, is simply wrong both 
conceptually (the demand for labour is not fixed in this fashion, as can be seen by rising overall employment rates 
in nearly all countries) and there is no evidence that, in practice, older workers take over the jobs that could be 
filled by young people. 
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The message of Chart 5, while simple, has not been taken into account in most analysis that supports 

policy. For example, in its December 2016 update to its economic forecast, the Canadian Department of 

Finance stated that: 

With the oldest members of the large baby boom generation now reaching retirement age, 

Canada has passed a demographic tipping point. As this large generation retires from the labour 

market and is replaced by relatively smaller generations of new workers, the ratio of Canada’s 

workers to our elderly population is expected to decrease dramatically over the coming decades. 

.... Because older workers participate less in the labour market than younger workers, an aging 

population is expected to lead to a reduction in the overall rate of labour force participation. In 

fact, the impact of the shift toward an older population is already being felt, as the overall 

participation rate has now likely passed its peak.  

Starting in the 1960s, the baby boom generation boosted the aggregate growth potential of the 

Canadian economy, as the first wave of that generation began to enter the labour market. 

However, as baby boomers move into retirement in increasing numbers, the opposite effect is 

expected to take hold. Economic growth stems from growth in either labour supply or labour 

productivity (real output per hour worked). Reduced labour force participation due to population 

aging has already started and is expected to continue to reduce growth in labour supply—that is, 

the total number of hours worked by Canadians.  

This conclusion assumes the lower of the two scenarios in Chart 5 and even there what we see is a 

levelling off employment growth, not an actual decline. It is perhaps reasonable that the economic 

forecasts of governments should make conservative assumptions about the future. It supports a 

budgetary agenda that stresses the importance of fiscal restraint. However, in most other kinds of 

analysis it would be preferable to examine a range of future scenarios, including more likely ones such 

as a continuation of past growth in employment rates among older workers. 

Finance Canada is not alone in ignoring the large and obvious trend towards working longer, and the 

likelihood that this trend could continue for some time and possibly accelerate. The trend has simply not 

been registered in popular discourse or in the assumptions that lie behind most policy analysis. Indeed, 

much otherwise respectable analysis implicitly assumes retirement ages (withdrawal from the paid 

workforce) will remain stable in the future. Even Statistics Canada made this mistake in the labour 

market projections that it produced in 2011 (Martel et al, 2011). Those projections examined five 

seemingly carefully-constructed scenarios based on different assumptions about future trends. One of 

these scenarios did take account of recent trends in employment rates, but its usefulness as a high 

growth scenario was undermined by the arbitrary assumption that the growth in employment rates 

would suddenly come to a stop in 2018 and then remain stable until 2031. 
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Given its implicit acceptance by Statistics Canada, it is, therefore, not surprising that the tsunami 

metaphor, cast either as large threat or a more manageable concern, still dominates media stories and 

policy documents. ‘Aging’ is typically included in the list of factors that will affect future policy directions 

along with more important factors such as globalization, the technological revolution and the 

environment. 

Another look at dependency ratios 

We have argued that demographically-based ‘body count’ dependency ratios are misleading. However, 

the underlying concept is useful for many purposes, namely a measure of the time that population 

spends working – producing the goods, services and income6 that support the well-being of the whole 

population that is not at work. Chart 6 shows what is needed: the total hours worked in a year per each 

person in the population. Total hours worked has cycled up and down but has generally trended 

upwards until 2006 where almost 1000 hours were worked annually to support each person in the 

population.7 It has remained flat at about 950 hours since then and will continue on at this level until 

2031 in the scenario where the employment rates of older workers continue to rise. However, in line 

with the Department of Finance projections cited above, it will fall in the scenario where we assume no 

change in employment rates, although not dramatically – back to the levels seen in 70s and 80s. 

Chart 7 presents the same information in the form of a producer-consumer ratio which mimics a 

traditional dependency ratio. It shows the number of hours worked in the economy producing the 

goods, services and income that is needed to support the periods of time not at work. Hours worked are 

shown as a percentage of the number of hours that are not worked in that time period: including the 24 

hours a day spent by children, retirees, and those engaged only in activities outside the formal economy. 

It also includes the time spent by workers outside work, for example at leisure, on leave, in sickness, in 

care-giving, or sleep. 

The producer-consumer ratio shows, by definition, the same pattern to that in Chart 6. Increasing 

employment rates among older worker will offset the negative effects of demographic change. Even if 

the increase in employment rates of older workers were to suddenly stop (and there is no evidence to 

suggest that they will) the negative economic effects of population aging are not large – certainly far  

                                                           
6
 Note of course that people who are not working in the market may also do unpaid work, including volunteering, 

and otherwise contribute to overall societal wellbeing. Further, retirees also pay taxes and contribute to economy 
through their investments in the capital market. However, taking these factors into account would not greatly 
influence the shape of ‘dependency rates’ seen Chart 6 and Chart 7. Note also that the incidence of volunteering 
declines with age. Statistics Canada found that volunteering was lowest among people over 75 and next lowest 
among those aged 65 to 74. The amount of time spent by those older people who did volunteer was, however, 
higher than for other age groups (Turcotte 2015). 
7
 Average hours worked have been quite stable in recent decades. Accordingly, the projections all assume that the 

average hours worked remain at 2016 levels for the different groupings by age and gender that were used to make 
the projections. These calculations partially take account of the fact that average hours decrease with age. 
Implicitly the scenarios also assume no change in productivity. 
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 Chart 6. Average annual hours worked per person, 1976 to 2016 and two scenarios to 2031 

 

Chart 7. Producer-consumer ratio, 1976 to 2016 and two projections to 2031 

 

from the images created by the tsunami metaphor or even the tipping point metaphor cited in the 

Finance document above. 

As described earlier, Canada appears in a particularly strong position internationally in terms of the 

effects of demographic dependency ratios. The picture is even more positive when dependency is  

properly seen in terms of the paid hours that are worked to provide the goods and services that are 

consumed by the whole population.  These are already high by international standards – similar to levels 

in Japan and the United States and well above some prosperous European countries such as Germany, 
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France and the Netherlands. There is no reason to expect that this favourable economic position will 

change in the future.8 

To summarize, the potentially negative effects of the retirement of the baby boomers on Canada’s 

labour supply, and hence on material living standards, were never large to begin with. Moreover, they 

are likely to be largely or entirely offset by changing labour market patterns. Further, compared with 

many countries, Canada is in a good economic position with respect to labour supply including both the 

number of employees and the hours that are worked. Despite this evidence, much policy analysis in 

Canada still sees population aging as a major threat that is given heavy weight in policy planning.  

What about the effects of aging on health and long-term care? 

The typical tsunami threat story also raises concerns about the effects of population aging not only on 

employment and living standards but also on the costs of health and long-term care. The assumption is 

that sickness and disability increase with age and that an already costly system will become very much 

more costly as the baby boomers become old. Concerns about the cost of the health and care sectors, 

both now in the future, are justified9. However, the concern about an explosion in those costs that is 

driven by aging is not supported by the evidence.  

In reality, population aging is a relatively small factor in accounting for likely future increases in health 

care expenditures in Canada. Technological factors, not demographic factors, have been the main 

drivers of health care costs. As well, there are constructive ways of tackling high costs. At present the 

health care system is not being managed based on analysis of which expenditures generate the greatest 

health benefits. Fixing this would result in expenditure reductions that are possibly larger than the total 

impact of population aging over coming decades. 

In terms of disability, Chart 8 shows a simulation made some years ago (in 2004) by a member of the 

Expert Panel and a colleague of his. It used estimates of functional capacity in order to give some 

indication of how population aging could affect the extent of institutionalization in the years 2001 and 

2021. As noted in Wolfson (2011), the two population pyramids (more accurately, ‘pears’) clearly show 

the baby boom cohort moving up the age axis over the 20-year span covered. The widening of the tops  

                                                           
8
 Note, of course, that we are using the word ‘favourable’ in the context of Canada’s ability to produce goods and 

services in the market. Many, including some members of the Experts Panel, would argue that social well-being 
would be even higher if some of those lifetime hours could be reallocated to more time in leisure and in raising a 
family. That is admittedly a different story, but one that will need to come into play in discussions about age of 
eligibility for pension benefits which are discussed later in this paper. 
9
 Including obvious critical shortage of nursing home beds even now which needs urgent attention to ensure 

decent care and to take pressures off expensive hospitals. 
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Chart 8. Population pyramid showing numbers of men and women by age and simulated 
disability/institutional status, Canada, 2001 and 2021 
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Note: In this figure, looking from the interior to the edge of the pyramid, individuals’ level of 

disability changes through the following categories: healthy (no disability), mild disability, 

moderate disability, severe disability and institutionalized. That is, the darker the shading, the 

more severe the disability. 
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of the population pyramids shows the substantial projected increase in the population over age 65. The 

lightest shaded portion of the pyramids, indicating the size of the non-disabled senior population, also 

widens.  

The key point is that most of the population over age 65 is, and will continue to be, functionally healthy 

and that the extent of severe disability that is likely to require institutionalization, while growing, is still 

relatively small. Further, the main concerns related to institutional care are not likely to arise for another 

20 years when large numbers of the baby boom generation will be reaching their mid-80s.  

To repeat, there are real issues associated with the costs and efficiency of health and long-term care 

systems, but they are not the result of any demographic tsunami. They would exist even if there had 

been no baby boom bulge in the age structure of the population. 

Analytic Lessons to be learned 

Policy analysis based on the demographic situation of some countries twenty years ago has continued to 

dominate thinking in Canada even though it is no longer supported by the evidence. The policies being 

affected are important – including employment, pension and fiscal policies. The changes in the 

supporting evidence are both well documented and dramatic. How can this have happened? As might 

be expected, there are several overlapping reasons that reinforce each other. We discuss these in the 

form of a series of warnings to those who undertake (and use) policy analysis.  

Beware the streetlight effects of demography 

A common observation bias, known as the streetlight effect, involves researchers using easy but 

inappropriate analytic tools. The name refers to a drunk who lost his watch somewhere in an unlit 

parking lot at night but is found searching for it under a streetlamp outside the parking lot since that is 

where the light is. 

Many policy questions require looking far into the future, including those related to the eventual effects 

on people of different pension reform options, or the effects on different policy areas of changing 

population characteristics such as those related to the aging of the baby boomers. Yet one cannot 

predict the future with great certainty. Good analysis therefore involves the creation of a range of 

plausible future scenarios, making different assumptions about future directions in key variables. 

Admittedly, this is difficult, time-consuming, requiring expertize in many areas and can lead to results 

that are harder to use and to explain. It is much simpler to rely on naïve indicators such as ‘body count’ 

demographic trends that are relatively easy to project, even if they only account for part of the story 

that is being told.10 

                                                           
10

 Indeed, demographic trends are not all that easy to predict either. Demographers often provide a range of different 
projection scenarios, even though outside analysts almost invariably use only the projection that is labelled as ‘medium’.  
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In the 90s, analysts who used demographic dependency rates to project a coming grey tsunami did in 

fact cross check with other variables that were at least as important. However, at that time older age 

employment rates for men were falling, as seen in Chart 4, further reinforcing the demographic story. In 

the following decades, there was no authoritative body with a mandate for continuing to check the 

support evidence and the rapidly changing trends after that went largely unnoticed. Accordingly, most 

existing econometric models and other research tools in Canada still make the assumption, counter to 

the evidence of more recent decades, that retirement ages will either remain unchanged for decades 

into the future or will stabilize at age 65. 

Beware of short-term, siloed analysis 

One of the reasons that no one checked the changing evidence in an authoritative way lies in the 

structure of the policy analysis community, with its priority focus on short-term policy issues and on the 

desirability of maintaining policy momentum.11  

With regard to the way analysis is structured, most analysts have a mandate to shed light on only one 

particular policy area (such as a particular pension program), and to keep their nose out of other 

people’s business. Yet programs, such as different pension programs, are highly interdependent. As well, 

trends in work and retirement affect many areas of social, economic and fiscal policy. It would be 

awkward, to say the least, if the assumptions used in analysing trends in one program were out of synch 

with those used in, for example, fiscal and economic forecasting. It is much easier to use common 

assumptions and, in the case of assumptions about work and retirement, those assumptions are deeply 

entrenched.  

With regard to time frames, most analysis of the effects of policy changes is only intended to examine 

first-order, shorter-term effects, and most forecasting is only intended to be useful in the shorter or 

medium-term. Here the use of status quo assumptions likely does little harm, even if they do run against 

the evidence. The problems described in this note will, however, become real once translated into the 

kind of comprehensive evidence-based reform that we expect to see in the future – reform that takes 

account of the interactions among different programs and tax regimes and that uses a longer-time 

horizon.  

With respect to maintaining policy momentum, let us continue to use the pension example. Pension 

reform is not easy. A great deal of effort has gone into developing reform proposals in recent years and 

a general agreement has emerged that a key problem to be addressed is under-coverage by those 

without workplace pensions. The declining relative value of OAS has also been identified as an important 

problem.12 At this stage in the policy cycle it seems unlikely to expect further analytic work in the short 
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 This section is based on earlier work by one of the members of the Experts Panel (Hicks 2015) 
12

 Baldwin (2016) reviews the recent literature on this topic. He is a Member of the Experts Panel, as is the author of one of the 
papers he reviews, Wolfson (2011). 
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term that might undermine the current ‘working consensus’ by raising new questions about the link 

between working longer and pension adequacy.  

Beware the mean 

The grey tsunami threat, by treating all seniors as a single mass of people over 65, dulls our ability to 

assess the quite different kinds of policy challenges that affect older people with widely varying 

characteristics. This results in two types of problem.  

One problem, which has already been illustrated, relates to the use of arbitrary cut-offs to define the 

groups in question such as the use of 65 as a proxy for the normal end of work and beginning of pension 

receipt. The real world of policy consists of shades of grey, of transitions, of pathways – not arbitrary all-

or-nothing static cross-classifications. 

The other problem relates to basing policy on the average characteristics of large population groups, 

such as people who are old, or poor, or disabled, or are students, or unemployed or caregivers. Analysis 

based on averages for very large or broad groups of the population runs the risk of providing policy-

makers with a pinhole view of the diversity of the real world. An overall average for a large group of 

people can dramatically hide real policy challenges faced by different sub-groups in what is, in fact, a 

highly diverse community. For most people, including seniors, these include characteristics related to 

health and disability, assets and various sources of income, family and social networks and supports, 

active and passive leisure, the extent of care-giving and receiving, skills, and work experience in earlier 

life including, for seniors, the pathways from work to full retirement.  

Changes over time in cross-sectional data (i.e., data that measure characteristics at a sequence of points 

in time) can tell an important part of the story but only if they are provided for relevant subgroups of 

the population. For example, when looking at seniors as a whole we see that, on average, there is less 

poverty among seniors than among other age groups. This is true on average, and speaks well of our 

retirement income programs. However, it can lead to complacency. While older people do well on 

average, there remain important groups of older people, such as those living alone and/or with 

disabilities, whose income and other supports in retirement are often not adequate. Other groups may 

receive more support than is warranted, such as subsided services for seniors with good incomes or 

those who experience poverty for only limited period in old age. What is needed is good longitudinal 

analysis (that follows a large representative sample of people over time) to determine the extent of 

these issues for people with different income, work and family histories. 

To be clear, policy-making which is based on evidence about the average results for large population 

groups is better than policy that is not based on any evidence. However, the results are far better when 

those averages can be broken down to smaller population groups that face particular challenges, and 

when the dynamics of the experiences of diverse individuals within these groups can be understood, i.e. 

via analysis of longitudinal data. 
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As noted at the outset, the Experts Panel sees a future where policy analysis reflects not only the kind of 

cross-sectional analysis based on the single data sets that dominates policy analysis today, but also the 

kind of much richer, multi-level, longitudinal, microanalytic analysis that is based on big data sources. 

These analytic approaches can significantly augment existing tools, especially in ways that allow us to dig 

past the broad averages and address policy issues from a more realistic perspective – one that gets 

nearer to the actual diversity that marks the lives of real people.  

In addition to the need to develop these new data sets and analytic tools, there are also many gaps that 

need to be filled in existing cross-sectional data.13  

However, we do not need to wait until a new capacity is developed, or for gaps in cross-sectional data to 

be filled. Existing data sources allow far richer cross-classifications of the population than is actually 

used in much current policy analysis, as is readily seen by the failure to notice the importance of 

changing employment patterns among older workers. 

The implications of working longer for retirement income policy 

The policy implications of the trend to working longer on retirement income are not immediately clear. 

On the one hand, issues of income adequacy in retirement will almost certainly be mitigated if we 

assume that people, on average, will work longer and if pension entitlements remain unchanged. That 

raises real questions about the age of entitlement to public pensions and, possibly, to their generosity.14 

On the other hand, the analysis in this note also fails the ‘beware the mean’ test. It looks only at the 

average employment rates (and hence retirement durations) of all workers. Good analysis (which we did 

not have the resources to undertake) would, for example, have looked at several scenarios relating to 

employment rates and retirement durations for different groups of the population and would have 

taken a life-course as well as a repeated cross-sectional analytic perspective.  

Let us suppose, however, that we had done our homework and let us take a guess at what a proper 

analysis might tell us. The hints provided by the crude data that we were able to examine suggest a far 

more polarized picture of retirement than emerges from most current analysis. 

On the one hand, we might find that there are a group of retirees who are well supported by present 

policies. They will often have had a full working life and will benefit from lifetime contributions to a 

workplace pension plan (especially defined benefit plans) and from tax-supported savings. They are 

often people with middle and upper incomes, have had steady employment in their working years, were 

often part of a union, are in relatively good health and will live longer once retired. Many in this group 

will be those who will choose to and want to work longer in life. 

                                                           
13

 The Experts Panel has assessed some of these, and expressed its concerns to Statistics Canada and others in the 
federal system. 
14

 Policy options are discussed in a publication by two members of the Expert Panel (Baldwin and Shillington, 
Unfinished Business: Pension Reform in Canada, June, 2017.  
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On the other hand, there will be people with lower earnings, who may have had a sporadic employment 

history, no workplace pension plan, who are often in poorer health than those in the first group and will 

be those who retire without good occupational pensions or private retirement savings. Their risk of 

becoming poor once they reach 65 is greatly eased by the design of the retirement income system which 

includes a strong anti-poverty component in the Guaranteed income supplement (GIS), complementing 

the universal Old Age Pension (OAS).15 However, they may be forced to retire before 65, or find lower 

paid work if they lose their job. They will also find it harder to support a continuation of decent 

standards of living during retirement. Many will die earlier, with fewer years to ‘enjoy’ retirement.  

Some people work longer because they want to, others because they have to. The former will mainly 

belong to the first category of people whose work in older ages will often flow from their successful 

former careers and who typically have the needed skills and good health. The latter will mainly be in the 

second category and includes those who need to work longer to maintain their (lower) living standards 

and who often will find it more burdensome to find and maintain decent jobs because of their lower skill 

levels. That is, for one group working longer may add to life satisfaction; for others, life satisfaction may 

be reduced. 

This inequality is compounded by the retirement income provided by those government programs, tax 

supports and private pensions that assume a fixed age of 65 (or a range that centres on 65) for receipt of 

retirement benefits. If existing trends to working longer continue into the future as seems likely, most 

retirements will take place well after 65 in a decade or so. While the distributional analysis has never 

been undertaken, it is quite possible that age 70 or so might soon become the median retirement age 

for those in the first group, with a lower figure for those in the second. That means that those in the first 

group will spend a significant period of their life after 65 in simultaneously receipt of both relatively 

generous pension benefits and earnings that, in some cases, will be at career-high levels. For many of 

these individuals, income in the years after 65 may be higher on average than that which they received 

during their working years before age 65, when they had many other expenses such as those related to 

raising a family and buying a home. 

No similar benefits accrue to those in the second (lower income) group. They will be far less able to 

combine earnings from a good job with a decent pension than those in the first group. The trend to 

working longer is likely to sharpen these divides and possibly create a kind of polarization that will 

require serious policy attention – a real problem that would be at least as difficult to deal with as the 

fake problem of the grey tsunami. 

This story about polarization based on earnings alone is, of course, far too simple. For example, it 

ignores the fact that middle earners who do not belong to a workplace pension plan are most at risk of a 

                                                           
15

 People without workplace pensions are highly dependent on the design of the OAS/GIS. The  design of the GIS is 
far from ideal; it creates very high work disincentives, especially over low ranges of income, The future value of the 
OAS does not take increases in real wage levels into account.  
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significant decline in their standard of living in retirement. A satisfactory policy narrative – and its 

supporting data base and analytic tools – would also have to take into account gender and geographic 

differences in retirement patterns as well as health shocks. Analysis would also have to take account of 

the inter-related effects over time of family arrangements including living alone, home ownership, 

disability status, community supports, union membership, health, self-employment, and skills training 

later in life.  

The policy story to emerge from this complex analysis must be cast in simple terms if it is to be 

successfully translated into practical policy prescriptions. The worry is that, without proper analysis of 

the complexity and diversity that characterizes the real world, policy prescriptions may address 

immediate problems but fail to attain the medium and longer term outcomes that we would wish for.   

Views on raising the age of entitlement to pension benefits 

The Experts Panel recommends that the needed data collection and the development of analytic tools 

take place now in anticipation of a variety of upcoming policy challenges, such as the issue of raising the 

normal age at which people receive pension benefits. While employment rates for older workers have 

been rising without any policy change, it seems inevitable that, at some point, discussion will be needed 

about ways of bringing pensions into line with actual work-to-retirement trends and with increasing 

healthy longevity. 

While members of the Experts Panel have written on this subject individually, the panel itself has taken 

no collective position on the priority that should be attached to a policy discussion of retirement ages, 

the timing of such a discussion, or on the reform options which should be considered. However, the 

Panel does suggest that, when the topic does arise, it will be important that the rationale for raising the 

eligibility age be made explicit. For example, what weight should be assigned to the following factors: 

 Ensuring income adequacy for all during the full span of retirement. 

 Removing remaining poverty among seniors, including among those who cannot work in the 

years before they reach the age of public pension eligibility.  

 Intergenerational fairness. 

 Finding fiscal savings.  

 Finding savings that can be reallocated to seniors (for example, indexing pensions to wages). 

 Keeping up with changing longevity and the shift of working life to a later stage of life.  

 Signaling the value that society places on work when people have the needed skills and health 

to work longer. 
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 Supporting individual choices in the allocation of time over the course of life, including the 

gradual transition to full retirement. 

 Addressing the concern raised above about a form of polarization that could result in the 

pension system making the rich richer once the average age at which people retire exceeds 65. 

 Implications for the health and care sectors. 

Clarity on goals will make it easier to agree on difficult design issues, such as: 

 Where to start, for example with OAS, or CPP, or tax breaks for private pension plans – knowing 

that the ultimate objective would be a consistent approach throughout the entire retirement 

income system. 

 The technique used – such as the U.S. approach where very gradual increases in age of eligibility 

for unreduced social security benefits were announced 20 years before even gradual changes 

began, or linking pension benefits to longevity as in some European countries, or linking age of 

eligibility to date of birth or length of work experience. 

 The approach taken in order to ensure fairness and combat polarization, including modest 

options such as maintaining 65 as the age of entitlement to GIS but not OAS, or more radical 

reforms such as the Seniors Benefit that was discussed in the 90s that would have replaced OAS, 

GIS and various tax breaks. 

The key message of the Panel, however, is the importance of acting now to put in place the data and 

analytic tools that will be needed for proper analysis of options once the issue of retirement ages is back 

on the policy agenda, as it inevitably will be. These include filling existing gaps, developing new 

longitudinal data sets, developing the tools needed for longitudinal microanalytic analysis covering all 

dimensions of the retirement income system and the way in which schooling, work and retirement are 

changing over time for people with different characteristics. 

The key point is that analysis which moves away from broad averages and takes us nearer to the 

diversity that actually exists in the lives of older people, including the diversity in their pathways from 

work to retirement, is likely to lead to quite new insights and much better support to policy-making.  

The other side of this assessment is that we should be wary of the conclusions reached by much existing 

analysis, even from authoritative sources. We can do much better. 
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ANNEX 

EXPERTS PANEL ON INCOME SECURITY 

THE COUNCIL ON AGING OF OTTAWA 

The Council on Aging of Ottawa (COA) has been active for 40 years in support of the wellbeing of 

seniors, not only in the Ottawa area but for Canada generally. Income security for present and future 

seniors is a current concern and priority. To assist in this broad and complex area, in 2015 the Council 

convened an advisory panel of experts each of whom has contributed over many years to relevant policy 

research and development in Canada as well as abroad (membership listed below). This panel has been 

meeting regularly for two years now, analyzing issues affecting our pension programs and other aspects 

of Canada’s retirement income system.  

Our Panel has identified, and submitted to the federal government, concerns about the quality and 

availability of data, analytical models and relevant policy research relating to Canada’s seniors.  These 

concerns support the present government’s priority that good government policy decisions should be 

based on solid evidence. The Panel has been discussing with Statistics Canada their data priorities and 

challenges, including their program of Statistics on Population Aging and Seniors.  

In August 2016 the Panel made a submission to the Parliamentary Standing Committee on Finance 

arguing for a major enhancement to Statistics Canada’s independence and resources, both to recover 

and improve needed support for policy research and development, including work to enhance the 

quality of life of Canadian seniors. 

The group is also communicating actively with the Department of Social Development and 

Employment including the Minister, his office and senior departmental policy staff, in light of 

their important income security mandates and programs. 

In Fall 2017, in partnership with the Ottawa Public Library, we are conducting a set of workshops on 

“Planning for Retirement on a Low Income,” designed to assist public understanding of the programs, 

benefits and choices confronting lower income Canadians, and in particular those likely to be in the 

lower income category in their retirement years.  These workshops follow the successful model in place 

for several years in the Toronto area, developed by John Stapleton, one of our Panel members.  These 

initial Ottawa workshops will be evaluated to help determine if a more regular pattern of such events 

might be welcome and useful in the future.      

PANEL MEMBERS 

Russell Robinson, Chair. Former Policy Research and Planning ADM, Health & Welfare Canada; ADM for 
Federal-Provincial Relations and Social Policy, Finance Canada; and Deputy Secretary (Intergovernmental 
Affairs), Privy Council Office. Consultancy on policy reform, intergovernmental relations and strategic 
public management issues, Canada and international. russrobinson@rogers.com 

Bob Baldwin. Former Director, Social and Economic Policy, Canadian Labour Congress; member and 
Chair of the Canada Pension Plan Advisory Board. Pension consultant and advisor to several 

mailto:russrobinson@rogers.com
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organizations (OECD; C. D. Howe Institute; several Ontario ministries/commissions). Frequent speaker 
and author of numerous publications/reports on pensions and related policy issues. 
bob.baldwin@sympatico.ca 

Bernard Dussault. Former Chief Actuary of Canada; Consulting Actuary with focus on the CPP/QPP, the 
OAS and the federal public sector pension plans (including for Members of Parliament, Judges, RCMP, 
Canadian Forces and Public Service). Member, executive of the Canadian Coalition for Retirement 
Security. Author of actuarial reports, briefs and position papers on pension plans design and financing 
policy. bdussault@rogers.com 

Peter Hicks. Former Policy ADM in several social departments and in central agencies; internationally, 
coordinated OECD’s work on policy implications of aging populations. Author of the IRPP’s 2015 
Horizons essay on the future of social policy, ‘The Enabling Society’, and the C.D. Howe study ‘Toward a 
New Balance in Social Policy: The Future Role of Guaranteed Annual Income within the Safety Net’ 
(January 2017).  peterhicks@sympatico.ca 

Andrew Jackson. Former Chief Economist, Canadian Labour Congress. Frequent writer on income 

security reforms; adjunct research professor at Carleton University. ajacksonclc@gmail.com  

Richard Shillington. Statistician, researcher, consultant and commentator on social policy. Author of 
reports and books on seniors’ poverty and their income, published by C.D. Howe Institute, Federal Task 
Force on Financial Literacy, and the Broadbent Institute. richard@shillington.ca 

John Stapleton. Principal, Open Policy Ontario, a social policy consultancy; Innovation Fellow at the 
Metcalf Foundation; commentator, writer and presenter of workshops on issues, challenges and choices 
facing lower income Canadians jsbb@rogers.com 

Michael Wolfson. Former Assistant Chief Statistician, Statistics Canada.  Adjunct Professor, School of 

Epidemiology and Public Health and  Faculty of Law, University of Ottawa and Institute of Health Policy, 

Management and Evaluation, University of Toronto.  Published research, analyses and proposals on 

wide range of social policy issues and reforms, including income security policies.   

mwolfson@uottawa.ca   
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