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INTRODUCTION
TheOntario English Catholic Teachers’Association (OECTA) is pleased

to provideits views on theMinistry of Finance’s documententitled

Securing our RetirementFuture:Consulting with Ontarianson Canada’s

Retirement IncomeSystem.This consultation paperspecifically seeks

input on a possible modest CPPexpansionandon pensioninnovation.

OECTA will not commenton theentire rangeof questionsposedin the

consultation paper. Rather,we will confineour responseto thefollowing

issues that were identif ied therein.

HOW MUCH INCOME DO YOU THINK YOU WILL NEED IN RETIREMENT
TO MAINTAIN YOUR STANDARD OF LIVING?
ManyCanadiansare fearful that theymayretire withoutadequate

pensions.Withoutquestion, recent eventshaveexposedmajor faultsat

theheart of our pension system.While our public pensionsystem– Old

Age Security (OAS), theGuaranteedIncome Supplement(GIS) andthe

CanadaPensionPlan (CPP) – providesa secureincome in retirement,the

maximum value of public pensionsfalls well shortof replacingthe50

percent to 70 per centof pre-retirementincome thatmanyexperts

believe famili esneedin retirementto maintaintheir previousstandard of

livi ng.Low incomefamilies,in particular, needmorethan70 per centof

their earningsto meetbasic needsandto live abovethepovertyline after

a li fetimeof work.Al l Canadiansshareaninterestin preservingtheir

retirement futurebecauseit benefitseveryoneby enhancing theeconomic

system while providing collective and individual security.

OECTA believes thatCanadiansshouldnot haveto “fend for themselves”

in retirement. After a li fetimeworking, to makea positive contribution to

our country’s development,all Canadiansdeservesecurity and dignity in

retirement.
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EXPAND DEFINED BENEFIT PENSION PLANS
OECTA believes thata definedbenefitpension plan which providesa

pre-determinedlevel of pension income,usually based on previous

earnings, will providethebestlong-termretirementincomestability.

Conversely, definedcontribution plansprovidea pension incomebased

solely on investmentreturns,which canvary accordingto themarkets.

Thethree stock market meltdownswithin thelast fifteen yearsclearly

demonstrate thevolatility of definedcontributionplansand highlight the

instabili ty of such plansfor thosewho are planningretirementor for

thosewho arecurrently retired.In addition, it hasbeen demonstrated, as

noted in theconsultation paper,that themajority of Canadiansdo not

contributeto registeredretirementsavingsplans(RRSPs)andof those

who do contribute few makethemaximumallowedcontributions.

Canadiansare not takingfull advantageof tax-assistedsavings. In 2008,

there was$540billion in unusedRRSP“contribution” room,which

represented 87 per centof thetotal RRSProomavailable. Recent analysis

suggeststhat today’s householdsaresavingless thanprevious

generations. (Serving our RetirementFuture, p. 9)

Thekey factor behind low contribution ratesto RRSPsare stagnantreal

wageswhich have beenflat or falling for most working peoplefor the

past twenty years, combinedwith thereality thatCanadiansnow carry a

high level of personaldebt.

In addition to thevolatili ty of themarkets, theexcessively high

managementfees chargedby thefinancial industryon investment

products have impactedon RRSPreturnsfor individuals. Management

fees for retail equity mutual fundsof thekind which arecommonly held

in RRSPsaverage2.5percentto 3 percentor even higher, compared to

themanagement expensesof onehalf of onepercent for theCanada

PensionPlan.
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Therefore, thestrengthof public planslies in thesecurityof what theydo

promise– they are definedbenefit pension plansthatarehighly valued in

large measurebecausethey arenot simply savingsandinvestment

schemes.

OECTA believes that it is in thebestinterestof all working people, who

want a secureretirement income,to supportdefined benefitpension

plans.This would promote thedefenseof employerdefinedbenefit

pensionplansin orderto reducethepossibility of Canadiansrelying

solely on public pension plansfor their retirement income security.

OECTA agreeswith theMinisterthatOntarianswill havemoreeconomic

security in retirement if theyparticipatein a definedbenefitpension plan,

fully portable within Canada,indexedto inflation, andnot subject to the

volatili ty of themarketplaceasareprivateinvestments.

EXPANSION OF CANADA PENSION PLAN
Governmentsmustput in place anadequatesystemof public pensionsso

that Canadianshave security in their retirement aftera li fetimeof work.

If Canadianshavea better CPPthatreplacesmorethanthecurrent25 per

centof themaximum pensionableearningsit would beeasier for themto

save enoughfor retirement.Thebestway to securetheretirement future

of all Canadiansis to increasefutureCPPbenefits beyondthe current

25 per cent of maximum pensionableearnings(currently $47,200).

Theconsultation paper examinestheexpansionof CPPasan

“Attractive Vehicle for Change”andstatesspecifically:

Canadiansaresaving lessthantheyoncedid andmanydo not takefull

advantageof voluntary tax-assistedsavingsopportunities.A declining
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portion of theworking population hasaccess to employmentpension

plans.This meansthatmanyCanadianscould experience a material

decreasein their standardof livi ng uponretirementunless changes are

made.TheCPPprovidesa secure,fully indexed,defined benefit

pension to virtually all working Canadiansand is fully portableacross

Canada.TheCPPdoesnot carrytherisk of default that is inherent in

private plansdueto bankruptcy or insolvency of theemployer.

(Securing our RetirementFuture, p. 14)

TheCPPis a secureandsoundpension plan– thereis enough to pay

for its definedbenefits for at least75 years,which is thefurthest into

thefuture that actuarieswill forecast. TheCPPis a low cost pension

plan which provides workerswith a definedbenefi t that is indexed to

inflation.Unlike thevastmajority of workplace pensions, theCPPis

fully portable, to different jobsandprovinces: onecan work for several

employers overtime without suffering anylossof CPPpensionincome.

Theportability of theCPPandlow overhead costs arekey to ensuring

fair pension outcomesgiventhereality of job turnover anduncertainty

asto thefutureof individual employersin today’s economy.

ExpandingtheCPPwould likely resultin lower contributionsto RRSPs

by middle incomeearners, but aspreviouslynoted,Canadianshave

already resisted contributing to RRSPsin recentyears dueto the

turmoil in thestock markets.Low andmiddle incomeearnerssimply

don't want to takeriskswith their hardearned savings. Moving

retirement savingsfrom high costRRSPaccounts,which deliver low

returns,to a securewell-managed,low costpublic pension planwould

benefit thegreat majority of Canadians.Besides,manyhigher income

Canadianswould continueto buy retail investmentproducts, sothe

impacts on thefinancial sectorwould belimited.
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APPROACHES TO EXPANDING THE CPP – INCREASE THE
REPLACEMENT RATE
Themostviable approachto CPPexpansion must takeinto account the

positive features of a definedbenefitplan andenhance these provisions

for thegreatest numberof Canadians.To this end,OECTA would

support theapproach to increasethereplacement rate. Increasing the

maximum replacementrate from thecurrent25 percent to a higher

rate, such as 50 per cent(doublingCPPbenefits), would benefit all

CPPcontributors.This would elevatethereplacement rate incomeof

Yearly Maximum PensionableEarnings(YMPE) or $47,200per year

earner from 21 percentto 34 percent;a $70,800peryear earner from

14 percent to 22 per cent; anda $94,400peryearearner from 11 per

cent to 17 per cent.

OECTA would urgetheOntario government to take thelead in the

federal/provincial discussionsby advocating for a doublingof the

CPPreplacement rate.Al thougha CPPbenefit increasewill require a

gradual phased-in increasein CPPcontributions,it will not requirea

doubling of premiums. A gradualdoubling of futureCPPbenefits can

bespread out over sevenyears.It would only requirean increase of

0.43percent of pensionableearningseach year for seven years.

Modest CPPcontribution rateswereabsorbed by Canadiansbetween

1996and2003without any negative economicrepercussions.

CPP ASSET MANAGEMENT
TheCPPInvestment Fundis a very large,diversified investmentfund

which operatesat arm’s lengthfrom thegovernment at very low cost.

Its management expenseson averagearelessthan 0.5per cent– far

lessthantheaveragemanagementexpense ratios of private sector
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investmentvehicles. It is hardto seehow this could beimproved upon.

As well , if theexpansion of CPPbenefitsis theintended vehicle for

improved retirement security for Ontarians, thecontinued management

of all their assets would bepartandparcel of theincreasedviability and

sustainability of that fund.

PENSION PLAN INNOVATIONS
Thebanks, and thefinancialandinsurance industries shouldnot berelied

uponas“pension innovators.” It's a conflict of interest to let industry

entities whoseprimary focusis to makea profit for themselves, act as

pension plan sponsors,which is why it is not allowed underOntario's

PensionBenefits Act. We haveseenthefailedpromises of thefinancial

services companies, which for decadeshavetrumpeted that theyalone

can deliver effic ient andvaluablepension alternatives. Thefacts speak

for themselves - theaverageManagementExpenseRatio for mutual

fundsin Canadasits at 2.87 percentof assets.Overa 40 yearinvestment

period, theindustry pocketsoverhalf of their investorshard-earned

savings.Given this poorrecordof performance,governmentshouldnot

beencouraging or compelling workersto bemembersof finance-industry

created retirement schemes.A far better proposal is to expandthe

benefits under theCanadaPensionPlanthatwould offer morehelp to

Ontario's workers todayto helpthemsave for their retirement.
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RECOMMENDATIONS
OECTA recommendsa retirementsystemwhich:

• Supports andpromotesthepreservation and expansion of retirement

security for all Canadians,

• Supports andpromotesthemaintenance and expansion of defined

benefit pensionplans,

• Supports andpromotesanexpansionof theCPPwhich doublesthe

replacement rate for all Ontarians,

• Supports andpromotesthemanagement of CPPthroughthecurrent

CPPIB asset managementstructure.
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