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Since the early 1980s, virtually every member of
the Organisation for Economic Co-operation
and Development (OECD) has undergone at

least one major pension reform, a process far from
over.1   The pressures for reform are well known.
Rapidly aging populations combined with slow eco-
nomic growth have created an atmosphere of auster-
ity very different from the expansion that characterized
the 1950s through 1970s, when most contemporary
old age security systems were designed. And seniors,
once generally considered to be �too poor,� are now
thought by some to have become �too rich� (relative
to other groups).

Against this international backdrop, Canada�s old
age security system appears to have achieved an envi-
able position. Public expenditures on income security
for seniors are modest by international standards and
are projected to peak at levels well below those of most
other Western nations this century.2  Nevertheless, low
income rates among Canadian seniors measured by
the usual �relative� standard (persons with adjusted
incomes less than 50% of the median) are now among
the most moderate in the OECD, even when com-
pared with egalitarian Sweden (Hauser, 1997;
Smeeding and Sullivan, 1998).3

Moreover, this development is not simply an arti-
fact of moving large numbers of seniors from just
below to just above the income cutoffs. Seniors with
lower incomes have gained substantially. Conversely,
it would be extremely difficult to claim that Canadian

seniors have become �too rich.�  Although mean
incomes among older Canadians have risen consider-
ably since the early 1980s, virtually all of the gains have
taken place at the lower end of the income distribu-
tion.  As a result, income inequality among Canadian
seniors has fallen substantially since 1980.

These outcomes reveal a turnaround from a few
decades ago, when Canadian seniors fared poorly by
U.S. and other international standards.4  This article uses
the Survey of Consumer Finances to review trends in
the level and distribution of income among seniors
(see Data source and methodology). It does so in the con-
text of the main change in Canada�s retirement income
system over the period: the maturation of earnings-
related pension schemes, both public and private.
Between 1980 and 1996, income from contributory
public and private earnings-related pensions rose from
approximately 21% to 46% of disposable income
among the population aged 65 and over. The share of
income from Old Age Security (OAS) and the income-
tested Guaranteed Income Supplement (GIS), in con-
trast, remained stable in the 1980s and declined slightly
in the 1990s.

The expanded role of earnings-related pensions is
the result of changes in the 1950s and 1960s.  The
Canada and Quebec Pension Plans (C/QPP) were
implemented in 1966 and the first cohort to receive
full C/QPP benefits turned 65 in 1976.  The rising
importance of C/QPP income since then is a result of
cohort succession among seniors, as more recent
cohorts displace older cohorts, and a dramatic
increase in the share of women receiving their own
C/QPP pension.8   Private pensions grew rapidly in
the 1950s and 1960s, reaching a coverage rate for paid
workers of 40% in 1970.  Cohorts retiring as late as
1980 were unlikely to have significant contribution
years (they entered the labour market in the 1930s and
1940s), but the average number of contribution years
and coverage rates did rise as the decade proceeded, a
trend noted over a decade ago (Oja and Love, 1988).
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Data source and methodology

Data are from the Survey of Consumer Finances economic
family file for 1980, 1981, 1986 and 1988 through 1996.
Inferring secular trends in the level and distribution of
income requires careful consideration of effects associated
with the business cycle.  Among working-age families, the
main concern is identifying points in the cycle when
employment and unemployment levels are approximately
the same. Among seniors, the main confounding cyclical
factor is interest rates, which have a profound effect on
investment income (Chart).  Investment income was high
at both the beginning and the end of the 1980s, when real
interest rates were at their peak, and has declined since the
early 1990s as interest rates have fallen.  To identify secular
trends, therefore, much of the analysis focuses on years in
which interest rates were roughly similar. The years 1980
(prime rate = 14.25) and 1990 (prime rate = 14.06) are two
comparable points. For the later period, 1991 and 1995
(with prime rates of 9.94 and 8.65, respectively) are used.

the ability of persons sharing accommodation and other
living expenses to achieve a higher standard of living than
they would if they were living on their own. Results can
be highly sensitive to the choice of equivalence scale
(Burkhauser, Smeeding and Merz, 1996). This is especially
true for estimated differences between seniors living on
their own (for example, unattached women) and elderly
married couples and other persons living with family mem-
bers.  This study uses the �central variant� proposed by
Wolfson and Evans (1990), which assigns a weight of 1.0
to the first person and 0.4 to each additional person.  If one
were to assume lower economies of scale (by assigning a
weight of 0.6 or 0.8 to the second person, for example),
differences between unattached and other seniors would be
smaller than reported. All dollar values in the tables and
text are expressed in 1996 currency.

The choice of the economic family as the income unit is
appropriate for an analysis of the economic welfare of sen-
iors, but this differs from an assessment of the economic
resources of the group. The assumption is that seniors
residing in higher income families enjoy a higher living
standard than those in lower income families, irrespective
of the source of that income. The results reported here
reflect changes in seniors� living arrangements, as well as in
the amount of income they receive from pensions, invest-
ments, and especially, earnings.5

Much of the analysis reports a single series for all seniors
without distinguishing by family type.  However, results
are sometimes reported separately for unattached (single,
widowed or divorced) women living on their own, tradi-
tionally seen as among the most economically vulnerable
in this age group.6

This analysis uses disposable income, which is total
income minus taxes. Total income comprises employment
income (earnings), investment income, income from pri-
vate pensions, C/QPP income, OAS/GIS income, and
other government transfers.7   Taxes are shown as a com-
ponent of disposable income because if they decrease, dis-
posable income increases and vice versa.

Investment income includes dividends, interest, rental
and estate income. Private pension income includes retire-
ment pensions, annuities and superannuation.  Ideally,
income from registered retirement income funds should
be separated from that generated by employer pensions.
Because this is not possible for years prior to 1993, both
kinds of income are included with private pension income.
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As with the calculation of Statistics Canada�s low income
cutoffs, income is for the economic family, which includes all
individuals sharing a common dwelling and related by
blood, marriage or adoption. The unit of analysis, however,
is the individual and includes all persons who were 65 or
older in the reference years. Counting families (or house-
holds) rather than individuals would have given persons in
larger households smaller weights than persons living on
their own (Hauser, 1997).

Individual incomes are computed with the aid of an
equivalence scale rather than with family income divided by
family size. This accounts for economies of scale, that is,
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Chart A: Seniors’ average disposable 
income rose in the 1980s, but 
stagnated in the early 1990s.
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Over the 1980s, rising incomes among older
persons were related mainly to the growth in C/QPP
benefits. Across most of the income distribution (the
second through fifth quintiles), C/QPP benefits were
uniformly distributed.  These results, however, describe
a particular moment in history, and it is unlikely that
more recent trends will resemble those of the 1980s
and early 1990s.  The C/QPP was �rushed� to matu-
rity by legislation that provided full benefits after only
10 years of contributions. The full effect of expanded
coverage and rising benefits from employer-
sponsored registered pension plans (RPP) and personal
registered retirement savings plans (RRSP) will take
longer to appear.

Declining income inequality since 1980 means sim-
ply that income gains among seniors, especially those
financed by payroll and other taxes, have been directed
disproportionately to persons in the bottom half of
the income distribution. In Canada, as elsewhere,
average incomes among seniors have risen faster in
recent decades than average incomes among work-
ing-age families. This trend is due as much to slow real
wage growth and falling relative wages among younger
workers (under 35) as to rising pension income among
older persons.9

Trends in income levels

Mean disposable (after-tax) income among seniors
rose during the 1980s but was at roughly the same
level in 1996 as in 1989 (Chart A).  Over the intervals
compared (1980 to 1990 and 1991 to 1995), mean
disposable income rose 10% and 3%, respectively
(Table 1).

The growth in average incomes reflects sharp
increases in pension incomes, which more than offset
declining earnings and rising taxes. Together, C/QPP

Table 1: Changes in mean adjusted income by source, population 65 and over

Employ-
Disposable ment Private Investment Other

income income pensions income OAS/GIS C/QPP transfers Taxes

1980 to 1990 $
1980 20,740 6,110 2,650 5,680 5,940 1,700 760 -2,110
1990 22,870 4,450 4,330 6,140 6,560 3,720 1,030 -3,360
Change 2,140 -1,660 1,680 450 620 2,020 270 -1,250
% change 10 -27 64 8 10 119 35 59

Distribution %
1980 100.0 29.5 12.8 27.4 28.7 8.2 3.7 -10.2
1990 100.0 19.5 18.9 26.8 28.7 16.3 4.5 -14.7

1991 to 1995 $
1991 22,310 5,070 4,250 5,120 6,540 3,670 1,080 -3,420
1995 23,080 4,580 5,660 4,500 6,330 4,530 1,100 -3,620
Change 780 -480 1,410 -610 -210 850 20 -200
% change 3 -10 33 -12 -3 23 2 6

Distribution %
1991 100.0 22.7 19.0 22.9 29.3 16.5 4.9 -15.3
1995 100.0 19.8 24.5 19.5 27.4 19.6 4.8 -15.7

Source: Survey of Consumer Finances
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and private pension income rose from 21% of dis-
posable income in 1980 to 44% in 1995.  The largest
gains were from C/QPP income ($2,020) in the 1980s
and private pensions ($1,410) in the 1990s.  Over the
entire period (1980 to 1995), the share of private pen-
sion income doubled (from 13% to 25%), while that
of C/QPP income more than doubled (from 8% to
almost 20%).

OAS/GIS income rose in the 1980s ($620) and then
declined slightly ($210) in the 1990s. Its share of
disposable income fell slightly, from approximately
29% in 1980 to 27% in 1995.  The changes reflect two
offsetting trends: an increase in GIS benefits in 1984,
and a growth in income from other sources (for
example, pension income), which produced a drop in
GIS benefits for seniors with low income (at the rate
of 50 cents for each dollar of additional income from
other sources).

Investment income was slightly higher ($450) in
1990 than in 1980 but was substantially lower by 1995,
reflecting the effect of changing interest rates, as well
as a possible substitution of pensions for other forms
of savings. One obvious implication of the growing
relative importance of earnings-related pension income
is its lower volatility, which signals greater security for
seniors.

Table 2: Changes in mean adjusted income by source, unattached women 65 and over

Employ-
Disposable ment Private Investment Other

income income pensions income OAS/GIS C/QPP transfers Taxes

1980 to 1990 $
1980 14,630 980 1,690 4,820 6,150 1,230 530 -770
1990 17,060 600 2,420 5,130 7,040 2,750 910 -1,800
Change 2,430 -370 730 310 890 1,520 380 -1,030
% change 17 -38 43 6 14 124 72 133

Distribution %
1980 100.0 6.7 11.6 32.9 42.0 8.4 3.6 -5.3
1990 100.0 3.5 14.2 30.0 41.3 16.1 5.4 -10.5

1991 to 1995 $
1991 16,940 510 2,670 4,800 6,950 2,920 930 -1,840
1995 17,080 520 3,750 3,270 6,770 3,880 850 -1,960
Change 150 10 1,080 -1,520 -180 950 -80 -120
% change 1 2 41 -32 -3 33 -9 6

Distribution %
1991 100.0 3.0 15.7 28.3 41.0 17.3 5.5 -10.9
1995 100.0 3.0 21.9 19.2 39.6 22.7 5.0 -11.5

Source: Survey of Consumer Finances

For this group, the share of earnings fell from about
30% to 20% of disposable income during the 1980s
and remained at that level in the 1990s.10  Income taxes
rose from about 10% of total income in 1980 to
almost 16% by 1995, reflecting both rising incomes
and changing tax provisions (including the OAS
�clawback� implemented in 1989).

Unattached women

�Unattached� women (widowed, divorced or single
women living on their own) have long been among
the more economically vulnerable seniors.  Average
disposable income of this population grew somewhat
more (17%) between 1980 and 1995 (Table 2) than it
did among all seniors (11%).

C/QPP benefits played the dominant role in this
increase.  Such income rose from 8% to 16% of these
women�s total income between 1980 and 1990 and to
23% in 1995.  Private pensions grew from 12% to
22% over the entire period. Among women reporting
these benefits, many may have been receiving survi-
vor�s benefits.

While trends among unattached women are often
used as indicators of what is happening to the most
economically vulnerable seniors, this population is not
homogeneous. The following section examines
changes among seniors with lower and higher incomes.
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Chart B: Inequality in adjusted 
disposable income among persons 
65 and over declined substantially.

significantly offset by lower GIS benefits that, by
design, are reduced as other income rises. Private pen-
sions grew faster than C/QPP in the 1990s, mainly
benefiting the higher quintiles.

Low (and high) income trends

Rising incomes and declining low income rates among
seniors have occurred in most OECD countries since
the end of the 1960s, reversing the trend of the previ-
ous two decades. Following the Second World
War, the economic status of this group fell relative to
the working-age population, for at least two reasons.
First, the rapid postwar decline in labour force partici-
pation among men 65 and over took place in a con-
text of relatively underdeveloped old age pension
systems.  Second, working-age families were enjoying
unprecedented increases in wages and earnings. In
effect, seniors missed the rising tide of postwar
expansion. By the mid-1960s, poverty within this
group was a major concern, and old age pensions
underwent a major round of legislative reform (Myles,
1989).  The results of reform were evident sooner in
some countries than in others.  In the mid-1970s, low
income rates among Canadian seniors were still well
above those of their U.S. counterparts (Myles and
Quadagno, 1994; Smeeding and Sullivan, 1998).

Trends in inequality

Income inequality as measured by the Gini11  coeffi-
cient (Chart B) declined substantially over the 1980s
(from .325 in 1980 to .274 in 1990), stabilizing at a
slightly lower level in the mid-1990s (.266 in 1995).

Average incomes of seniors rose in all income
quintiles during the 1980s but gains were inversely
related to income level, rising by 31% in the lowest
quintile, less than 10% in the fourth quintile and only
1% in the top quintile (Table 3).  Both absolute and
relative changes in the 1990s were considerably more
modest.

In the 1980s, rising incomes in the lowest quintile
reflected a substantial increase in OAS/GIS benefits
($2,000) and C/QPP income ($850) (Table 4).  In the
second through fourth quintiles, C/QPP benefits were
the largest source of rising incomes. Increases in
C/QPP benefits were similar in the second through
fifth quintiles, ranging from $2,090 to $2,590.  Falling
employment income in the fourth and fifth quintiles
was more than offset by significantly higher private
pension and C/QPP income and by higher investment
income in the fifth quintile.  But these gains were
reduced and almost entirely offset in the latter by
sharply higher taxes (which by 1990 included the
�clawback� of OAS benefits).

Real income gains in the 1990s were comparatively
modest in all quintiles.  Higher C/QPP benefits
favoured lower income households, but the gains were

Table 3: Mean adjusted disposable income
by income quintile, population 65 and over

Quintile 1980 1990 1991 1995

$

Bottom 8,810 11,570 11,770 12,280
Second 12,490 15,190 14,990 15,550
Third 16,330 19,070 18,290 19,330
Fourth 23,670 25,810 24,580 25,330
Top 42,390 42,720 41,920 42,930

Change

1980 to 1990 1991 to 1995

$ % $ %

Bottom 2,770 31 510 4
Second 2,700 22 550 4
Third 2,740 17 1,040 6
Fourth 2,140 9 750 3
Top 330 1 1,020 2

Source: Survey of Consumer Finances
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Two common measures of low income are Statis-
tics Canada�s low income measure (LIM) and low
income cutoff (LICO). LIMs are purely relative meas-
ures calculated by estimating the percentage of the
population belonging to families with less than 50%
of the median income for all families. One is based on
pre-tax income (LIM) and the other, on post-tax
income (LIM-IAT).  The latter cutoff corresponds to
the standard used in the international comparative
studies noted earlier. By this criterion, low income
among seniors had virtually disappeared in Canada by
the mid-1990s (Chart C).

Statistics Canada�s low income cutoffs are the more
familiar standard in Canadian discussions of low
income levels.  As with the LIMs, two series are calcu-
lated: before (LICO) and after (LICO-IAT) taxes.
LICOs are based on an estimate of the percentage of
income the average family spends on necessities (food,
clothing and shelter).  Since proportional expenditures
on necessities decline as income rises, families who
spend significantly more than average (more than 20%)
are deemed to be in low income. The LICOs are
rebased from time to time to take account of changes

Table 4: Mean adjusted income by source and income quintile, population 65 and over

Employ-
Disposable ment Private Investment Other

Quintile income income pensions income OAS/GIS C/QPP transfers Taxes

$
Bottom
1980 8,810 120 230 670 6,430 670 720 -40
1990 11,570 110 220 600 8,440 1,510 940 -250
Change 2,770 -13 -16 -61 2,000 850 220 -220

Second
1980 12,490 440 680 1,760 7,430 1,360 860 -50
1990 15,190 450 1,000 1,960 7,690 3,450 940 -290
Change 2,700 16 310 190 250 2,090 80 -240

Third
1980 16,330 2,540 1,770 3,300 6,160 2,080 860 -370
1990 19,070 2,070 3,070 3,900 6,030 4,230 1,080 -1,310
Change 2,740 -460 1,290 600 -130 2,160 220 -950

Fourth
1980 23,670 7,470 3,610 6,580 5,030 2,050 740 -1,810
1990 25,810 5,930 5,780 6,670 5,420 4,640 1,060 -3,690
Change 2,140 -1,540 2,160 91 400 2,590 320 -1,880

Top
1980 42,390 19,990 6,940 16,100 4,670 2,330 630 -8,270
1990 42,720 13,710 11,610 17,550 5,240 4,750 1,110 -11,240
Change 330 -6,280 4,670 1,440 570 2,420 480 -2,970

Source: Survey of Consumer Finances

in real living standards.  Here, however, the 1992 base
is used throughout, effectively treating the LICOs as
�fixed� measures of low income.12   In contrast, trends
in living standards among seniors relative to those in
the entire population are captured by the LIMs.
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three-quarters of the change reflected in the former
and all of the change in the latter was the result of an
increase in the percentage of seniors whose incomes
were at least one-and-a-half times their respective
cutoffs.

How have seniors fared relatively?

In 1980, almost 40% of all seniors were in the bottom
income quintile (Table 6), twice the rate of the popula-
tion as a whole.  By 1995, just over 17% were in this
quintile, somewhat below the level (20%) of the entire
population.  Among unattached older women, the
percentage in the bottom quintile fell from 70% to
42%. Approximately 80% of the total shift out of this
quintile reflected movement into the second and third
quintiles by seniors as a whole, and into the second by
unattached older women. The proportion of seniors
in the top two quintiles increased very little, however.
In short, though seniors moved up significantly over
the period, most did so from the bottom to the mid-
dle of the income distribution.

Conclusion

In the mid-1990s, the income retirement system that
had been put in place in the 1960s appeared to have
struck a delicate balance. By the standards of OECD
countries, Canadian public expenditures on income
security for seniors have been quite modest and are
projected to peak at levels well below those expected

Since most seniors with low incomes are clustered
within a narrow income band, small differences in the
choice of cutoff produce large differences in the per-
centage of the people who fall beneath it.13  Given the
changes in taxation over the period, declines in the
post-tax low income rates are much sharper than
declines in the pre-tax rates. Trends in the LICO and
the LICO-IAT show changes measured in real (con-
stant 1996) dollars, while trends in the LIM and LIM-
IAT are indicative of changes in the position of seniors
relative to the population. LIMs tend to be counter-
cyclical, since the incomes of older persons rise more
slowly than those of younger families during periods
of economic expansion (when labour market earnings
are rising) and, conversely, decline much less than those
of younger families during recessions, when earnings
are falling. For the period as a whole, however, low
income rates fell, and fell substantially, irrespective of
cutoff.

The severity of low income among seniors also
lessened over the period. Between 1980 and 1996, for
example, the average �low income gap� (the income
required to lift people above the cutoff, expressed as
a percentage of the cutoff) within this group shrank
from 26% to 19% (based on the LICO) or from 22%
to 17% (based on the LICO-IAT).  In short, the real
living standards of seniors below the low income cut-
off rose.

Given the design of the Canadian old age security
system, it is entirely possible that low income trends
are the product of the Guaranteed Income Supple-
ment (GIS). Canada, unlike most nations, has a flex-
ible income security system, owing to the introduction
of the GIS in 1966. The GIS is designed as a negative
income tax or, as the name indicates, a guaranteed
income. In theory, the guarantee level may be such that
all seniors with low incomes are concentrated in an
income band just above the low income cutoffs.   In
that case, declining low income rates could be simply
a reflection of this phenomenon.

Even when measured against the most generous
cutoff (the LICO), however, this conclusion finds lit-
tle support (Table 5). Declines in the LICO rate in the
first half of the 1980s were achieved in this way.  GIS
benefits were raised in 1984 and by 1986, the LICO
rate had fallen to about 27% from 33% in 1980, with
virtually all of the change a result of an increase in the
share of seniors just above the LICO.  However, over
the entire period this rate declined from 33% to 21%
and the LICO-IAT rate, from 20% to 10%.  About

Table 5: Income levels relative to low
income cutoffs, population 65 and over

1980 1986 1990 1996

%
Income relative

to LICO

< 1.0 33.4 26.6 21.3 20.8
1.0 – 1.5 25.4 30.9 28.0 29.4
1.5 – 3.0 29.9 31.9 36.4 35.2
3.0 + 11.3 10.6 14.3 14.6

Income relative
to LICO-IAT

< 1.0 20.1 12.9 10.3 9.6
1.0 – 1.5 26.0 29.9 25.1 26.8
1.5 – 3.0 38.2 44.3 47.9 48.3
3.0 + 15.8 12.8 16.7 15.3

Source: Survey of Consumer Finances
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in most other Western nations this century (OECD,
1996).   At the same time, low income rates among
Canadian seniors have been brought down.  These two
facts capture the essence of the decline in income
inequality among seniors since 1980: real incomes
among seniors have risen, but most of the gains have
gone to those at the lower end of the income distribu-
tion.

The relative status of seniors in any period is a result
of what might be called generational overlap.  The
relative low income of seniors in the 1960s reflected
the timing of their birth�too soon to reap the ben-
efits of rising wages and pension benefits that came
to younger cohorts with the postwar boom. They
carried the economic scars of the depression years into
old age at the very moment when working-age fami-
lies were experiencing gains in real incomes not seen
before or since. The relative gains in incomes of sen-
iors since 1980 are, on the one hand, a product of
their own biographies (the rising wages and better pen-
sions that followed the war) and, on the other, the
relative stagnation in wages and incomes of working-
age families in more recent decades.

In the absence of legislative changes, projections
based on current indexing provisions for OAS and
GIS benefits suggest a substantial rise in low income
rates among future seniors (Wolfson and Murphy,
1994).14  Nor should one expect future declines in

income inequality among older persons similar to that
of the 1980s.  Declining income inequality in that
decade was the product of a large decline in earned
income and a shift toward pension, especially C/QPP,
income. In short, a source of income that is highly con-
centrated was falling, offset by a rapid increase in an
income source with very low concentration.  This was
a period of transition that will probably not be
repeated. The fall in earned income has a lower limit
and the C/QPP is near maturity.  The first decade of
this century is more likely to see continued maturation
of employer-sponsored pension plans and personal
registered retirement savings plans.15   As these elements
of the retirement income system are more highly con-
centrated among high-wage earners, the trend toward
declining inequality among Canadian seniors will
probably not continue indefinitely.

n Notes
1 For a review and analysis of these reforms, see Myles and
Pierson (forthcoming).

2 The Organisation for Economic Co-operation and
Development projects that Canadian expenditures on public
pensions will rise to 9% of GDP in 2040 from 5% in 1995
(OECD, 1996). In contrast, average expenditures in the
continental European countries were 10% of GDP in 1995
and are projected to rise to 16% by 2040 (Myles and Pierson,
forthcoming).

3 By the usual international standard, low income rates
among Canadian seniors had fallen to about 5% in 1994,
compared with a U.S. rate in excess of 20%. Among the
population aged 70 and over, Canada�s low income rate was
below that of Sweden, the usual international �winner� in
poverty reduction (Smeeding and Sullivan, 1998).

4 In the mid-1970s, low income rates among Canadian
seniors were still well above those of their American peers
(Myles and Quadagno, 1994; Smeeding and Sullivan, 1998).
The first truly comparative studies of low income rates
among seniors for the early 1980s placed Canada at the lower
end internationally (Smeeding, Torrey and Rein, 1987).

5 Rising pension income may affect family earnings among
seniors in two ways: it may reduce the labour supply of older
persons, and it may reduce the propensity of older persons
to reside with other family members (for example, adult
children) who are in the labour force. The share of all seniors
in the labour force declined from 10% in 1980 to 7% in 1995.

Table 6: The distribution of the
elderly by income quintile

Quintile 1980 1990 1995

%
Population 65+
Bottom 39.7 25.2 17.5
Second 22.1 29.7 32.5
Third 12.2 16.2 20.0
Fourth 13.3 14.9 16.0
Top 12.8 13.9 14.0

Unattached
women, 65+

Bottom 69.5 53.4 42.0
Second 13.7 26.1 35.4
Third 5.6 9.1 11.1
Fourth 5.7 6.4 7.5
Top 5.6 5.0 4.0

Source: Survey of Consumer Finances
Perspectives
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The share of those not in the labour force but residing with
a family member who was a labour force participant declined
from 19% to 17%.  The percentage of older persons in
families with no labour force participant present rose from
71% to 77%.

6 �Unattached� elderly women are a heterogeneous group.
The incomes of never-married (single) women are closer to
those of men than to those of widowed or divorced women.
The effect of widowhood is an especially important (and
complex) topic, which is not addressed here.

7 Since 1989, OAS benefits have been �clawed back� from
seniors with high incomes.

8 Married persons in families receiving at least one C/QPP
pension rose from 74% to 93% between 1980 and 1996, and
the percentage in families receiving two C/QPP pensions,
from 18% to 55%. Some 65% of couples also received at least
one private pension by 1996, up from 45% in 1980. The
percentage of unattached older women receiving a C/QPP
benefit rose from 44% to 78% over the period; 39% were
receiving a private pension in 1996, up from 29% in 1980.

9 Relative to the working-age population, average incomes
among U.S. seniors are higher than among their Canadian
counterparts. However, higher income inequality among U.S.
seniors means that shares of seniors with high and low
incomes are also larger in the United States. The reasons for
those differences are complex, but reflect in part higher
income inequality during the working years that is then
carried forward into retirement, and less protection for
seniors with low incomes.

10 About one-third of the decline in earnings could be
explained by changes in the living arrangements of older
persons, that is, by a change in the proportion of seniors
residing with another family member who is a labour force
participant. This is a maximum estimate since it takes account
of compositional shifts only and does not include any
behavioural response by seniors or other family members
(for example,  younger spouses or older adult children, who
might reduce their labour supply in response to the higher
pension income of the older person).  Among all retired
persons 65 and over residing with other family members still
in the labour force, pension income was the only source of
rising family incomes over the 1980-to-1995 period. As a
result, total pension income in these families rose from 25%
to 38% of disposable income.

11 The Gini coefficient can be used to derive an estimate of
differences (for example, in income inequality among several
groups) or of changes in inequality over time. This number
lies between zero and one, denoting,  respectively, total
equality and total inequality.

12 The LICO is fixed at the 1996 levels, based on the 1992
revisions. Earnings are then computed in 1996 constant
dollars, and the cutoffs applied to these earnings.

13 In 1996, the average LICO was approximately 56% of the
median pre-tax income of all families, and the LICO-IAT,
about 55% of median post-tax income. In effect, shifting
from the pre-tax to the post-tax distribution cuts the low
income rate of seniors in half. Moving from the LICO-IAT
(55% of the median) to the LIM-IAT (50% of the median)
cuts the low income rate in half again.

14 Paradoxically, this will not occur if future cohorts of
workers experience very low real wage growth.

15 Recent declines in occupational pension coverage for
younger men (Morissette and Drolet, 1999) may also affect
future retirement incomes.
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