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	This is a policy-oriented summary of a draft paper with the same name that can be found here. The full paper explains the issues facing the Retirement Income System (RIS) in more depth, provides examples of the alternative reform scenarios that could be considered, and discusses practical issues related to the operation of the proposed RIS Observatory, including financing.











EXECUTIVE SUMMARY
Canada’s Retirement Income System (RIS) faces interconnected challenges:
Pension costs are set to increase as the population ages.
The RIS is complex—most Canadians do not understand it and often make suboptimal retirement decisions.
Key issues like broad workplace pension coverage remain unresolved.
Potential reforms that could benefit labour markets, fiscal policy, and RIS effectiveness are not being pursued.
Governments have made only piece-meal changes for decades.
Canada needs an independent body to provide impartial analysis and a comprehensive overview, especially for long-term challenges that require action.
The opportunity. Canada possesses the data sources and the information technology that have the potential to provide the evidence needed to develop a sustainable RIS that successfully meets its intended social outcomes and to provide personalized guidance to individuals, helping them utilize the RIS in ways that are most effective for their unique circumstances.
The challenge. The RIS currently does not have capacity to use this evidence. The system is designed so that its intended outcomes—primarily preserving income levels after retirement and preventing poverty—are achievable only through the combined impact of many interconnected components. However, these components are managed separately, without ongoing institutional arrangements for monitoring, planning, or coordination.
The solution. This paper proposes the creation of an external RIS Observatory. While respecting established decision-making processes and jurisdictional boundaries, this entity could carry out system-level functions, including:
Building consensus and understanding within the RIS policy community on the combined effects of the RIS on Canadians, on the need for potential reform, and – where needed – on a range of possible reform scenarios.
Providing advice on the development of system-wide evidence and the tools to use that evidence both in policy applications and in delivering personalized information to individuals for use in retirement planning.
Conducting or sponsoring selected research related to the effectiveness of the RIS as a whole.
The consequences. There is compelling evidence that significant adjustments will be necessary to ensure the ongoing sustainability of the RIS.  An external RIS Observatory could enable these adjustments to be implemented proactively, before crises arise. Furthermore, it will demonstrate how the RIS can support a variety of other objectives, such as meeting labour market needs and broader fiscal goals. And, individuals would have greatly strengthened, personally-tailored support and information as they navigate a system that currently can be torturously complex. 
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[bookmark: _Toc219618404]The challenge
There are growing indications that substantial changes will be necessary to ensure that Canada’s Retirement Income System (RIS) continues to achieve its intended outcomes in the future. The RIS is made up of closely interacting components that are managed piecemeal. No single component is designed to fully meet the objectives of the system – maintaining living standards once retired and poverty alleviation. Accordingly, evaluating effectiveness and assessing the need for change can only take place at the level of the system as a whole. Despite this, there is currently no governmental or external body tasked with monitoring the overall success of the RIS in meeting its objectives or with developing reform strategies that consider the large interactions among its constituent programs and tax measures.
Establishing effective system-wide monitoring, coordination and assessment is a complex undertaking. 
 (
Main components of the RIS
Canada and Quebec Pension Plans (
C/
QPP)
.
Old Age Security (OAS)
,
 Guaranteed Income Supplement (GIS)
 and Spouses’ Allowance (SPA).
Workplace Pension Plans
 with diverse characteristics
 (WPP
s
)
 and major income tax support via the RPP provisions.
 Related income tax
 support for private retirement savings
 such as Registered Retirement Savings Plans (RRSPs) and Tax Free Savings Accounts (TFSAs)
V
arious tax measures including pension income 
splitting
,
 and non-refundable age and pension income credits.
)The involvement of both federal and provincial governments, as well as private sector stakeholders, adds layers of complexity to policy development and implementation.
 Income support programs and tax measures interact in complex ways and may change over time.
Timelines for planning and evaluating pension policies are significantly longer than for most other policies and programs. 
The system intersects with other policy domains, particularly labour market policies. 
The RIS plays a major role both in the lives of people when they are working and contributing to the system and when they are retired and receiving benefits. That results arrangements for stakeholder involvement that involves both seniors and people of working age. It also means that policy-making must be supported by sophisticated analytic tools that can measure how people interact with the RIS over the course of their lives.
The central challenge addressed by the paper is to propose mechanisms that can, given this complexity, support system-wide RIS policy making. The second challenge is to propose mechanisms to support individuals in using such complex programs. Many individuals lack the tools/advice needed to navigate the system in ways that will work in their best interest.
[bookmark: _Toc219618405]The opportunity
New data sources and advanced information technologies now offer the potential for radical improvements in the management of this complexity. These innovations promise not only more sophisticated planning, programming, and assessment at the level of the RIS as a whole but also the delivery of personalized evidence to help individuals manage the complexities of the RIS. 
There is also a growing recognition of the value of system-wide analysis and a corresponding growth in understanding of the complexities that individuals face in retirement planning. 
We are at a stage where substantial progress is possible both for the users of the RIS and for those responsible for its design and management.
[bookmark: _Toc219618406]The solution
To address these challenges, this paper proposes the establishment of a new entity: the RIS Observatory. The Observatory would be responsible for system-level functions, including:
Building consensus and understanding in the RIS policy community. 
Providing advice on the development and use of system-wide evidence for use in policy making and for use by individuals planning their retirements.
Conducting or sponsoring selected research related to the RIS as a whole.
Building consensus and understanding in the RIS policy community.  This would be accomplished by:
Building consensus on the range of outcomes and other descriptors of the RIS that should be routinely measured such as costs and labour market impacts.
Routinely monitoring those outcomes and other indicators.
Identifying areas where changes may be needed.
Building consensus among  jurisdictions and major stakeholders on a range of potential  scenarios for conducting needed reforms.
Assessing the pros and cons of each scenario – though not necessarily recommending any one.
There is a general consensus that Canada’s RIS fulfills two major objectives: avoiding poverty in old age and providing some measure of continuity of income for those who had mid-level earnings during their working years.  However, there remain major questions in refining these broad objectives to render them meaningful for policy analysis and development. These questions include how to assess the levels of poverty, just where the income boundaries are for determining “middle class” earnings continuity, and the comparative roles of the public and private sectors. The Observatory would build consensus, or at least compromise, on which of these operational definitions should be routinely monitored along with other key indicators such as the fiscal effects of the RIS, its labour market impacts, and its effects on particular population groups. 
Consensus-building at the level of values and objectives would occur as a matter of course as a result of the Observatory’s consultations about the outcomes and other characteristics which should be routinely monitored. Consensus-building on reform packages would occur as a result of the consultations that would take place around the selection of the set of potential reform scenarios that should be assessed when a need for change has been identified.  
Providing advice on the development and use of system-wide evidence. Priority would be attached to:
The further development of the data and modelling capacity that is used in policy planning, program design and evaluation, including projections and ‘what if’ modelling. 
Developing the data and chat techniques that can use that data in delivering personalized information to individuals for their use in retirement planning—evidence on how they can navigate the RIS most effectively.
The Observatory would work closely with Statistics Canada and with the public and private sector managers of the various RIS programs in developing this empirical capacity. It would be a  a gradual but nevertheless transformative shift. The same highly detailed, longitudinal microdata obtained from multiple sources would greatly support policy makers in understanding the effects of the RIS under various ‘what if’ scenarios.  It would also provide tailor-made information to individuals as they navigate the system by providing information on what has worked best in the past for people in similar circumstances and aspirations.
Conducting or sponsoring selected research. The are many gaps in our understanding of how the RIS interacts with other social and economic programs and how it has adapted to the deep changes that have taken place in demography, families, workplaces, and in individual lifecourse patterns. In carrying out needed research, the Observatory could contract out the work to other research bodies wherever possible. The full paper provides examples.
[bookmark: _Toc219618407]The consequences	
The creation of the RIS Observatory, as described above, would yield significant benefits:
Anticipating the slowly evolving forces associated especially with Canada’s aging population and thereby avoiding future crises within the RIS.
Avoiding nearer term crises associated with more rapidly changing financial market, labour market, and demographic shifts
Supporting economic goals.
Supporting individuals in using the RIS.
Avoiding crises. There is compelling evidence that significant adjustments will be necessary to ensure that the RIS can continue meeting its objectives.  The proposed solution would enable government(s) in particular, to achieve proactive identification/action on these changes, reducing the likelihood of crises. For example, past reforms have recognized the problems associated with the coverage and quality of workplace pension plans, but none has been successful in finding the kind of solutions that are likely to be needed in a ten to twenty year time frame.  
The likelihood that significant reform will be needed is supported by research. For instance, analysis by the Retirement and Savings Institute at HEC (Universite de Montreal) has demonstrated both the recognized strengths of the RIS and emerging vulnerabilities that require timely attention from policymakers.
Supporting economic goals. RIS reform has the potential to support economic policy, particularly as it relates to the supply of skilled labour and to workforce flexibility.  This area will continue to be a priority as the Canadian economy shifts in response to trade and technology challenges. There is also the potential for expenditure reduction if reform packages are developed at the level of the RIS as a whole.
Retirement income payoffs for individuals. The most important financial decisions in a person’s life often relate to retirement planning. Current research shows that these decisions are complex, high-stakes, and cognitively demanding. Many Canadians make suboptimal choices due to insufficient guidance. The proposed development of individualized retirement planning evidence offers the potential for significant improvements in financial well-being, especially for those with low and middle incomes.
Conclusion
Establishing the Observatory on the Retirement Income System provides a tangible step toward excellence in policy making in a complex environment.  Governments, in partnership with private sector and other stakeholders will benefit from access to innovative policy approaches. Canadians will enhance their retirement outcomes by having access to choices based on quality  data and program design tailored to their specific needs and circumstances.  
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