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Abstract 
 

Canada and other countries are changing the age of public pension eligibility. A policy concern 

that arises is the welfare of those exiting the labour force before the age of pension eligibility. 

This paper addresses the welfare implications of early retirements by examining who isn’t 

working at older ages, how they form their incomes, and how those exiting the labour market 

early avoid low income. The paper finds that around three quarters of those not working are able 

to avoid low-income status. The most important factors for avoiding low income are other family 

income sources, good health, and employment-related pension income. 
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Executive Summary 
 

Countries around the world are struggling to respond to the increasing cost of their public 

retirement income programs due to the pressures of population aging. One of the responses 

pursued in many countries has been an increase in the age of eligibility for retirement benefits. 

For example, the United States has been slowly increasing the full retirement age from 65 toward 

a target of 67 for the cohorts born in 1960 and later. Germany has plans to move their retirement 

age from 65 to 67 between 2012 and 2029. Similar proposals in France in 2010 sparked vigorous 

demonstrations. In Canada, the March 2012 federal budget announced plans to make a transition 

in the age of eligibility for Old Age Security from age 65 to 67, starting in 2023. 

 
One concern with a move to later ages of eligibility for public retirement benefits is the welfare 

of those who retire before the age of eligibility. This paper addresses the wellbeing of those 

making early exits from the workforce by studying the extent, characteristics, and impact of such 

exits in Canada. In particular, three questions are addressed. First, who retires early? Second, 

what are the income patterns among early retirees? Third, how do early retirees avoid economic 

hardship? The paper approaches these questions through the use of the Survey of Labour and 

Income Dynamics, which contains a rich description of the labour market activity and the 

incomes of a large sample of Canadians. 

 

Several important findings emerge. Non-work among those approaching the ages of public 

pension eligibility is not strongly related to demographic or workplace characteristics, although 

employment related pensions do have some explanatory power. The incomes of those in this age 

range show an increasing compression as age 65 approaches, but there remain considerable 
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differences for those who have and do not have employment related pensions. Among those not 

working, spouses and pensions have the best predictors of having low income or not. Finally, I 

calculate that around 77 percent of females and 73 percent of males who are not working in these 

pre-eligibility age ranges are able to avoid low-income status, and that the most important factor 

for this avoidance is the presence of income from other family members. Health matters as well. 

For males, employment related employer-sponsored pension income is also a large factor in 

avoiding low incomes. 

 

 
Future work in this area may address more carefully the transitions between near-retirement ages 

and the ages of full public pension eligibility. Important questions remain, such as how exactly 

those in low income smooth their consumption on the way to age 60 or age 65, and whether 

those who are in low income at these earlier retirement ages stay in low income after age 65.   
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1. Introduction 
 
Countries around the world are struggling to respond to the increasing cost of their public 

retirement income programs due to the pressures of population aging. One of the responses 

pursued in many countries has been an increase in the age of eligibility for retirement benefits. 

For example, the United States has been slowly increasing the full retirement age from 65 toward 

a target of 67 for the cohorts born in 1960 and later. Germany has plans to move their retirement 

age from 65 to 67 between 2012 and 2029. Similar proposals in France in 2010 sparked vigorous 

demonstrations. In Canada, the March 2012 federal budget announced plans to make a transition 

in the age of eligibility for Old Age Security from age 65 to 67, starting in 2023. 

 

One concern with a move to later ages of eligibility for public retirement benefits is the welfare 

of those who retire before the age of eligibility. Will they suffer by waiting more years? For 

example, Munnell et al. (2004) mention concerns about the impact of a longer wait on early 

retirees and also a spillover impact on other public programs.  

 

Beyond any concern about future changes to retirement ages, today’s early retirees in Canada are 

of interest as well. Milligan (2008) documents a large increase in income poverty at ages just 

before age 65, the age of full public pension entitlement. This further motivates an interest in 

those retiring early. 

 

Finally, recent concern about the adequacy of the entire pension system in Canada has resulted in 

several proposals for reform, ranging from an expanded Canada Pension Plan to supplemental 

pension plans with private accounts. A major focus of these concerns has been the adequacy of 

retirement income for those without a workplace pension plan. 
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This paper addresses the wellbeing of those making early exits from the workforce by studying 

the extent, characteristics, and impact of such exits in Canada. In particular, three questions are 

addressed. First, who retires early? Second, what are the income patterns among early retirees? 

Third, how do early retirees avoid economic hardship? The paper approaches these questions 

through the use of the Survey of Labour and Income Dynamics, which contains a rich description 

of the labour market activity and the incomes of a large sample of Canadians. 

 

There are several important findings of the paper. First, demographic characteristics don’t matter 

much in predicting early exits—but the presence of a workplace pension and some measures of 

health are predictive. Second, incomes display increasing compression as age 65 approaches, but 

there are strong differences for those with and without employment related pensions. Third, 

among those exiting early, low-income rates are highest for those without employer-sponsored 

pension income. Finally, around three quarters of those not working at pre-eligibility ages avoid 

falling into low income, with the largest source of help being income from other family 

members. 

 

The paper proceeds in the next section by reviewing the literature. After that, a brief institutional 

summary is offered to provide context for the discussion of retirement income in Canada. I then 

describe the empirical methods used in the paper, and provide detail on the income survey and 

how the data for analysis were constructed. Finally, I go through the empirical results in detail. A 

brief conclusion closes the paper. 
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2. Literature Review 

 

This paper draws on a number of distinct strands of research in the retirement literature. Several 

papers have investigated the evolution of wellbeing in the years leading up to retirement. For 

example, Baker, Gruber, and Milligan (2009) and Milligan (2008) develop and report on 

different measures of income and consumption poverty through time in Canada. 

 

The question of income composition in retirement in Canada is addressed in detail in Baker and 

Milligan (2009), which builds on an extensive literature cited therein. The adequacy of 

retirement income in Canada is analyzed in LaRochelle-Côté, Myles, and Picot (2008), who 

study replacement rates into retirement. 

 

Transitions to retirement are analyzed by Johnson and Mermin (2009), who look at the suffering 

of hardship by those retiring early in the United States. Similarly, Engelhardt and Gruber (2004) 

show the income levels and poverty rates of those before the age of public pension eligibility. 

Hébert and Luong (2009) study bridge employment in Canada, which takes someone from a 

‘career’ job to retirement. Related to the current paper, Milligan (2010) provides a preliminary 

exploration of the impact of early transitions into retirement. The current paper is distinguished 

by extending and deepening the analysis, in particular by including women and focusing more 

closely on the differences between those with and without workplace pensions. 

3. Institutional background 

In this section I provide some elementary details on the retirement income system in Canada in 

order to provide some context for the analysis that follows. A more detailed description of each 
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of the elements in the system can be found in Baker and Milligan (2009). Given the focus of the 

present paper on earlier retirement, I note for each element the key parts of the program that 

relate to the age 55-64 window. 

 

The Canadian retirement income system conforms closely to the ideal set out in the ‘three pillar’ 

model of World Bank (1994). The first pillar is comprised of a suite of income transfers that 

don’t relate to employment directly. The Old Age Security pension is a monthly demogrant paid 

to Canadians age 65 and older, with a reduced amount for some immigrants. The Guaranteed 

Income Supplement is also paid to those age 65 and older, but is income-tested using a couple’s 

combined income from sources other than the Old Age Security pension. Finally, the Allowance 

is paid to those aged 60-64 who are married to an Old Age Security recipient and the Allowance 

for the Survivor is similarly paid to those age 60-64 who are predeceased by a spouse.1 

 

The next pillar is provided by the earnings-related Canada Pension Plan program, and the 

separate but similar Quebec Pension Plan which operates in Quebec. These plans provide 

retirement, survivor, and disability benefits as a function of employment earnings. The formula 

for retirement is a fixed percentage of adjusted lifetime earnings, while survivor benefits and 

disability benefits contain both a flat amount and an earnings-related amount. Disability benefits 

are available before retirement ages, but are transformed to a retirement pension at age 65. There 

is an early retirement option with reduced benefits starting at age 60 under both the Canada and 

Quebec Pension Plans. 

 

                                                 
1 Current rates for each of the benefits can be found here: 
http://www.servicecanada.gc.ca/eng/isp/statistics/rates/infocard.shtml.  

http://www.servicecanada.gc.ca/eng/isp/statistics/rates/infocard.shtml
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Finally, the third pillar comprises private savings and employer-provided pensions. Private 

savings can accumulate in a tax-preferred form through Registered Retirement Savings Plans or 

Tax Free Savings Accounts. Employer provided pensions (known as Registered Pension Plans) 

are widespread among larger employers and also receive special tax treatment. About 40 percent 

of employees are covered by Registered Pension Plans, with a sex gap that now favours females, 

although for previous cohorts the gap favoured males.2 

 

Since the analysis focuses on ages 55-64, I close this section with a review of benefits that might 

be received in those age ranges. For those aged 55-59, there is no direct entitlement to public 

retirement benefits. However, some may receive survivor benefits in this age range from the 

Canada / Quebec Pension Plan if predeceased by a spouse or disability benefits if disabled. In 

this age range, access to normal income supports from sources like Employment Insurance or 

Social Assistance is possible. Finally, depending on the provisions of a workplace pension, 

individuals age 55-59 may receive retirement benefits from this source. 

 

In the age 60-64 window, access to benefits is quite different. First, early retirement through the 

Canada / Quebec Pension Plan is available to those with a sufficient earnings history. Second, 

those married to an older spouse or predeceased by a spouse can access Allowance and 

Allowance for the Survivor benefits. Finally, workplace pensions may also pay benefits over this 

age range. 

 

                                                 
2 See http://www40.statcan.gc.ca/l01/cst01/labor26a-eng.htm for statistics on the prevalence of membership in a 
Registered Pension Plan. 

http://www40.statcan.gc.ca/l01/cst01/labor26a-eng.htm
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In summary, the Canadian retirement system may be characterized as having partial access to 

public benefits at age 60 and full benefits at age 65. This motivates the study of those aged 55 to 

64 in this paper. 

4. Empirical Approach 

 

The empirical approach in the paper is quite simple. Taking data from the Survey of Labour and 

Income Dynamics I form measures of retirement, income, and hardship. These are presented in 

form of graphs, and descriptive regressions. The following equation is the basis for the 

regression analysis: 

 

𝑌𝑖𝑡∗ = 𝛽0 + 𝛽1𝑋𝑖𝑡 + 𝛽2𝑋𝑖0 + 𝑒𝑖𝑡 

 

where: 

 

i indexes individuals 

t indexes time 

𝑌𝑖𝑡∗  is the latent outcome 

Xit is a vector of characteristics at time t 

Xi0 is a vector of characteristics at time 0, when the individual is first observed. 

eit is a normally distributed disturbance term. 

 

These models are estimated using probit estimation. The dependent variable for these regressions 

is binary in all cases, encompassing measures of non-work and low income. The standard errors 
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are adjusted for heteroskedasticity using robust standard errors. Also, to account for multiple 

observations for a particular individual, standard errors are clustered by individual. 

 

Most of the analysis takes place at the level of the individual. While incomes may be shared 

across family members, the act of working (or not) is an individual concept. Since the primary 

focus of the paper is the wellbeing of those who are not in the labour market in the 55-64 age 

range, the individual will take the centre of the analysis. Information on the broad economic 

family will be incorporated into the measures of hardship in the last part of the analysis. 

 

Two sets of definitions are important for the analysis: retirement and hardship. 

 

The definition of retirement can be contentious. Denton and Spencer (2009) provide a thoughtful 

review of the main issues, and Borland (2004) develops a conceptual framework. The approach 

taken in this paper is not to break new ground or take a definitive stance on this issue. Instead, 

three definitions are used and results assessed for sensitivity. 

 

The first measure used is a zero earnings. This requires a total withdrawal from the paid labour 

market. The second measure is an indicator for labour market earnings being the major source of 

earnings. The other categories (the formation of which is described in the next section) are 

government transfers and non-labour private income (e.g. investment and employer-sponsored 

pension income). Together these three categories are mutually exclusive and exhaustive. Finally, 

I use a self-assessed retirement measure drawn from the individual’s response to questions about 

his or her labour force status. If they answer that they are retired, they are coded as retired. 
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While each of these measures provides different views on aspects of retirement, the measure 

closest to meeting the purpose of the paper is the first, zero-earnings definition. This definition 

accounts for anyone who is completely out of the labour market, and it is those who are out of 

the labour market before the age of public pension eligibility who generate the policy concern 

about wellbeing in this age range. 

 

Again motivated by the questions posed in the introduction, most of the analysis treats equally 

those who are not working for whatever reason, be it someone who has never worked or 

someone who is expecting to return to work in the future. In this way, the definitions are more 

about non-work at older ages than about retirement. For this reason, I mostly refer in the balance 

of the paper to non-work rather than retirement. 

 

The second contentious measurement issue is accounting for economic hardship. For this, I use 

measures of income deprivation. Giles (2004) provides an overview of low-income measurement 

in Canada and I use each of the measures he discusses. These include the low income cut-off 

(LICO), the low income measure (LIM), and the market basket measure (MBM). I add to these 

the Elderly Relative Poverty Measure (ERPM). Milligan (2008) explores each of these measures 

for their suitability for the case of elderly low income measurement. In the analysis below, I use 

all four of these measures, but focus for the most part on the LICO. After-tax measures of low 

income are preferable, since it is after-tax income that is transformed into wellbeing. However, 

for some of the analysis, only pre-tax income is feasible to construct, so before-tax measures are 

used then. 
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5. Data 

 

The data for the analysis are drawn from the Survey of Labour and Income Dynamics (SLID).  

This survey is described in detail in Statistics Canada (2010). The SLID provides in depth 

income and labour market information on a sample of Canadians. The sample can be made 

representative with the use of the provided weights. Respondents stay in the sample for six years, 

and every three years a new panel has been started, resulting in two overlapping panels in 

existence at any one time. The SLID data for 1993 to 2008 is used in this paper, pooling the 

panels together. 

 

The income definitions demand clarification. The category ‘labour market earnings’ is comprised 

of earnings from paid employment or self-employment. The category ‘government transfers’ 

includes retirement-related programs such as the Canada / Quebec Pension Plans, Old Age 

Security (and the related Guaranteed Income Supplement and Allowance), social assistance 

income, Employment Insurance income, along with other government transfers. Finally, the third 

category of ‘non-labour private income’ includes income from employer-sponsored pensions, 

investment income, and any other income. 

6. Results 

This section presents the empirical results, in three steps. First, I use graphs and regression 

analysis to document and explain non-work before age 65. Then, I address hardship among early 

retirees, looking at its extent and the characteristics of those early retirees who are experiencing 

low income. Finally, I explore how those not working before age 65 are able to avoid hardship.  
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6.1 Determinants of Non-work before age 65 

The analysis begins with a description of the extent of early exits and the characteristics of those 

who aren’t working at ages 55 to 64.  All of the analysis is repeated for women and for men, and 

where possible by pension status. I begin by examining the sensitivity of early retirement 

measures to different definitions. This is followed by analysis of the importance of health as a 

determinant of early exit from the labour force. 

 

Figure 1 and Figure 2 graph the one-year hazards of non-work for women and for men, 

respectively. Using each definition mentioned earlier, an ‘exit’ is recorded if the status changes 

from work to non-work from one year to another. The hazards are generated by taking the 

sample of employed individuals at a given age, and measuring the proportion of those still 

working at the next age. So, for the age 57 retirement rate, we take all individuals working at age 

56 and see how many of them are still working the next year. While the focus of most of the 

paper is on ages 55 to 64, in these graphs the age range is extended in order to provide some 

context before and after the focal range. The data here are averaged using all the 1993 to 2008 

data. 

 

For women in Figure 1, the rate of non-work rises slowly through the 50s, with a distinct jump at 

60 and then again at 65. Self-reported retirement lies below the other two definitions until age 

60, when it crosses over the zero-earnings definition. In contrast, earnings as a major source is 

highest until after age 65. These patterns reflect the conjecture that much non-work in the 50s 

and 60s is best thought of as spells of unemployment or non-employment between jobs, not as a 

permanent state of retirement.3 

                                                 
3 Rowe and Nguyen (2002) study multiple transitions into and out of work at older ages. 
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Figure 1: Retirement hazards across definitions, women 

 
 

Figure 2: Retirement hazards across definitions, men 
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The same data are graphed for men in Figure 2, using the same y-axis scale. For men, there is 

also a gradual rise across measures in the 50s, but a less pronounced jump at age 60. The 

ordering across the three definitions is similar to that for women, with the exception of post-age 

65 when the major source and the self-reported definitions yield similar responses. 

 

The next two figures focus on ages 55 to 64 and separate the data into those who were covered 

by RPPs through employment and those who were not. In these graphs only the major source and 

zero-earnings definitions are displayed for reasons of clarity. At these age ranges, the results for 

the self-reported definition track the zero-earnings definition fairly closely. 

Figure 3: Retirement hazards by pension status, women 

 
 
Figure 3 shows the hazards into non-employment by pension status for women. At all points, 

those individuals without RPPs show higher exits than those with RPPs. For the zero-earnings 

definition, the rate of exit for those without RPPs is more than twice that for those with RPPs at 

most ages. The gap for exit using the major source definition is not as large, which may reflect 
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employment earnings in ‘post-career’ jobs for those with RPPs. Also, it should be noted that this 

relationship may not be causal as unobserved firm or individual characteristics correlated with 

RPP coverage may drive the observed relationship. 

 

Men in Figure 4 show a similar pattern to females for the zero-earnings definition with a 

persistent gap between those with and without RPPs. In contrast, for the major source definition 

there appears to be little difference with respect to pension coverage—especially after age 59. 

 

These graphs give an informative first look at non-work at early older ages. The shape of the 

hazard rates is fairly similar across sexes and the three definitions, although the levels are 

different. I now proceed to a regression analysis to describe the characteristics of those exiting 

the labour force early. 

 
Figure 4: Retirement hazards by pension status, men 
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The sample for the regression is formed by taking all individuals employed at a certain age and 

observing their work behaviour over the next five years. This five year interval is determined by 

the 6-year length of the SLID panel. I look at two samples covering the 55-64 age range. The 

first takes all those who are working at age 54 and observes them from age 55 to age 59. The 

second takes all those working at age 59 and observes them between ages 60 and 64. Each year 

for an individual is included, so that up to five observations are available for each person. 

 

The dependent variables are the three definitions described earlier in the paper: zero-earnings, 

earnings as major source, and self-assessed retirement. All are formed here as binary dependent 

variables coded with a 1 for non-work, and 0 otherwise. 

 

The control variables include dummies for each age as well as a broad list of controls observed at 

the initial year of the sample (either age 54 or age 59). The controls observed at ages 54/59 are 

held fixed at those levels for each year the person is in the sample, even if the information 

changes. This is done to limit the potential endogeneity of work decisions with changes in the 

observables. That is, workers might make decisions about their workplace and whether to retire 

jointly over this age range and this would cloud interpretation of the coefficients if 

contemporaneous workplace characteristics were included. The first two tables of results include 

the controls for age as well as for workplace characteristics and demographics at age 54/59. The 

next two tables extend the set of controls to include measures of health. 

 

The regressions are estimated using a probit model, which accounts for the binary dependent 

variable. The standard errors are robust-adjusted for heterogeneity and clustered on the 
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individual to account for within-person correlation of errors. The regressions are performed 

separately for women and for men, and for the two age groups noted above.  

 

The results for women and men at ages 55-59 appear in Table 1. The left-hand panel has the 

results for the three definitions for women, and the right-hand panel for men. The first three rows 

show the mean of the dependent variable, the number of observations, and a pseudo R-squared 

measure of fit. Each row shows the results of a different regression, with standard errors 

appearing in parentheses beneath each reported coefficient. 

 

The strongest indicator of non-work in these regressions is age. Being age 59 for women 

increases the probability of having zero earnings by 21.2 percentage points over those age 55. 

Few of the demographic characteristics seem to matter much. Education coefficients are small 

and almost all statistically insignificant. Being an immigrant exerts a slightly negative pull on 

non-work in the self-assessed definition, and marriage shows a positive coefficient in that same 

column. 

 

Among the workplace characteristics, having a workplace pension and working fulltime have the 

strongest influence. Having a workplace pension (compared to not having one) decreases the 

probability of zero earnings by 3.9 percentage points for women and 3.3 percentage points for 

men. Compared to the sample means, this is a percentage increase of 34.2 percent for women 

and 36.7 percent for men. Interestingly, for both women and men the sign on the workplace 

pension indicator reverses in the self-assessed definition. That is, those with a workplace pension 

are more likely to report being ‘retired’ than those without, all else equal. The apparent conflict 

across the definitions can be resolved if one considers the possibility that those who exit a  
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Table 1: Non-work explained by demographic and workplace characteristics, ages 55-59 

Women Men
Zero Major Self Zero Major Self

Earnings Source Assessed Earnings Source Assessed
Dependent variable mean 0.114 0.223 0.114 0.102 0.199 0.102
Number of observations 7440 7440 6852 8635 8635 7838
Pseudo R-squared 0.111 0.078 0.147 0.070 0.096 0.182
Age 56 0.065 *** 0.078 *** 0.036 *** 0.036 *** 0.065 *** 0.031 ***

(0.012) (0.015) (0.009) (0.009) (0.013) (0.008)
Age 57 0.114 *** 0.135 *** 0.061 *** 0.066 *** 0.122 *** 0.077 ***

(0.017) (0.019) (0.013) (0.013) (0.017) (0.013)
Age 58 0.144 *** 0.206 *** 0.108 *** 0.122 *** 0.221 *** 0.180 ***

(0.025) (0.027) (0.021) (0.022) (0.026) (0.024)
Age 59 0.212 *** 0.243 *** 0.203 *** 0.162 *** 0.298 *** 0.256 ***

(0.039) (0.040) (0.037) (0.032) (0.039) (0.038)
Immigrant -0.005 -0.027 -0.034 ** -0.013 -0.049 ** -0.028 **

(0.017) (0.026) (0.015) (0.014) (0.022) (0.012)
Married -0.031 -0.006 0.053 *** -0.014 -0.027 0.009

(0.023) (0.034) (0.016) (0.020) (0.029) (0.016)
High School Graduate -0.002 0.008 0.001 0.004 0.021 0.049 **

(0.020) (0.034) (0.022) (0.019) (0.029) (0.025)
Some post high school -0.013 -0.007 -0.021 0.008 0.025 0.001

(0.017) (0.027) (0.020) (0.016) (0.023) (0.015)
University degree 0.021 0.039 -0.032 0.010 0.061 * 0.000

(0.029) (0.043) (0.025) (0.021) (0.037) (0.020)
Workplace pension -0.039 *** -0.049 ** 0.075 *** -0.033 ** -0.065 *** 0.051 ***

(0.015) (0.024) (0.016) (0.015) (0.023) (0.013)
Union or Collective 0.002 0.013 0.010 0.005 0.015 0.044 ***

(0.017) (0.030) (0.018) (0.015) (0.025) (0.015)
Full time -0.050 *** -0.076 *** -0.030 * -0.182 *** -0.292 *** -0.223 ***

(0.017) (0.026) (0.017) (0.052) (0.057) (0.054)
Public sector -0.001 -0.017 0.026 0.007 0.006 0.036

(0.022) (0.036) (0.023) (0.029) (0.048) (0.028)
Spouse employed -0.001 -0.036 -0.060 ** -0.016 0.006 -0.014

(0.026) (0.049) (0.031) (0.019) (0.027) (0.017)
Spouse full time 0.018 0.000 0.016 0.005 -0.027 -0.011

(0.024) (0.045) (0.025) (0.016) (0.024) (0.014)
Spouse age difference -0.004 ** -0.004 -0.003 * 0.001 0.002 0.002 *

(0.002) (0.003) (0.002) (0.001) (0.002) (0.001)

Data are from the SLID. Reported are coefficients from probit regressions. Standard errors are robust corrected 
for heteroskedasticity  and clustered by individual. Three asterisks indicate statistical significance at the 1 
percent level; two asterisks for 5 percent; one asterisk for 10 percent. Also included but not reported here are 
year dummies (1994-2008), province dummies (10), occupation group dummies (10), industry dummies (16), 
number of employees dummies (5), and urban area size dumies (5). All demographic and job characteristics 
observed at age 54.
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‘career’ job with an RPP may pick up some short term employment even though he or she 

considers him or herself ‘retired’. 

 

Working fulltime has a much stronger impact on non-work for men than for women. Men are 

18.2 percentage points less likely to have zero earnings at ages 55-59 if they are working fulltime 

at age 54. For women, the difference is only 5.0 percentage points. This means that men with 

only partial attachment to the labour force at age 54 are more likely to fall right out of work over 

the next few years than are women with partial attachment. This likely indicates that many 

people are starting to make a transition out of work as they begin the process of retirement. See 

Rowe and Nguyen  (2002) and Stone, L.O and N. Deschênes (2008) for more discussion of the 

process of transitions into retirement. 

 

Table 2 repeats the analysis for the age range 60-64. Similar to ages 55-59, the age dummies are 

the strongest predictor of non-work and the demographic coefficients matter little, with the 

exception of marital status for men. The workplace characteristics for the job at age 59, however, 

matter a great deal for workers in this age range. 

 

For age, the prevalence of non-work is quite steep, with a rate 43.5 percentage points higher for 

women at age 64 than age 60 using the zero-earnings definition. The only demographic 

characteristic that seems to matter is being married for men, which exerts a positive impact on 

non-work. There is no similar affect for women who are married. Since men are typically older 

than their wives, this suggests a preference for joint retirement may be at play here as men 

extend their work lives in order to retire at the same time as their wives. This effect is  
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Table 2: Non-work explained by demographic and workplace characteristics, ages 60-64 

Women Men
Zero Major Self Zero Major Self

Earnings Source Assessed Earnings Source Assessed
Dependent variable mean 0.212 0.388 0.248 0.145 0.340 0.259
Number of observations 4304 4304 3947 5728 5728 5186
Pseudo R-squared 0.161 0.141 0.119 0.105 0.136 0.162
Age 61 0.154 *** 0.149 *** 0.102 *** 0.063 *** 0.102 *** 0.081 ***

(0.021) (0.022) (0.021) (0.014) (0.018) (0.017)
Age 62 0.264 *** 0.248 *** 0.141 *** 0.120 *** 0.176 *** 0.157 ***

(0.029) (0.025) (0.026) (0.021) (0.023) (0.021)
Age 63 0.341 *** 0.299 *** 0.271 *** 0.196 *** 0.259 *** 0.189 ***

(0.038) (0.032) (0.036) (0.029) (0.029) (0.030)
Age 64 0.435 *** 0.429 *** 0.411 *** 0.225 *** 0.315 *** 0.313 ***

(0.051) (0.037) (0.050) (0.042) (0.040) (0.043)
Immigrant 0.003 -0.034 -0.049 0.020 -0.003 -0.018

(0.031) (0.040) (0.033) (0.021) (0.036) (0.030)
Married 0.023 0.032 0.038 0.050 ** 0.130 *** 0.075 **

(0.031) (0.046) (0.034) (0.019) (0.037) (0.034)
High School Graduate -0.032 -0.023 0.034 0.001 0.025 0.031

(0.030) (0.046) (0.038) (0.026) (0.048) (0.042)
Some post high school -0.030 -0.014 0.006 0.006 0.012 0.056 *

(0.029) (0.040) (0.032) (0.020) (0.034) (0.030)
University degree -0.044 0.032 0.049 0.023 0.057 0.082 *

(0.040) (0.060) (0.055) (0.034) (0.051) (0.048)
Workplace pension -0.065 ** -0.126 *** 0.033 -0.049 ** -0.042 0.108 ***

(0.031) (0.041) (0.034) (0.019) (0.036) (0.031)
Union or Collective -0.062 * -0.066 -0.003 0.071 *** 0.088 ** 0.108 ***

(0.030) (0.047) (0.042) (0.023) (0.038) (0.036)
Full time -0.099 *** -0.196 *** -0.094 *** -0.134 *** -0.410 *** -0.302 ***

(0.026) (0.033) (0.027) (0.036) (0.047) (0.049)
Public sector 0.094 ** 0.221 *** 0.181 *** 0.024 0.093 0.122 **

(0.050) (0.059) (0.056) (0.038) (0.067) (0.063)
Spouse employed -0.116 *** -0.144 *** -0.057 -0.071 *** -0.079 * -0.010

(0.041) (0.057) (0.047) (0.025) (0.041) (0.037)
Spouse full time 0.067 * 0.035 -0.038 0.044 ** 0.047 -0.028

(0.044) (0.056) (0.045) (0.022) (0.037) (0.033)
Spouse age difference 0.001 -0.002 -0.004 -0.001 -0.009 *** -0.007 ***

(0.003) (0.005) (0.004) (0.002) (0.003) (0.003)

Data are from the SLID. Reported are coefficients from probit regressions. Standard errors are robust corrected 
for heteroskedasticity  and clustered by individual. Three asterisks indicate statistical significance at the 1 
percent level; two asterisks for 5 percent; one asterisk for 10 percent. Also included but not reported here are 
year dummies (1994-2008), province dummies (10), occupation group dummies (10), industry dummies (16), 
number of employees dummies (5), and urban area size dumies (5). All demographic and job characteristics 
observed at age 59.
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corroborated a few rows down by the negative impact of having a spouse who is employed on 

non-work, which approximately offsets the positive impact of being married. 

 

The workplace pension indicator displays a similar pattern as at younger ages; negative for the 

earnings-based definitions but positive for the self-assessed definition. Being a member of a 

union or covered by a collective agreement has a positive influence on all three measures of non-

work for men, but not for women. This may reflect either a wealth effect of higher lifetime 

earnings leading to earlier retirement or a systematically different set of retirement incentives in 

unionized workplaces. However, if it were not a wealth effect, it is likely that we would have 

seen people move into post-‘retirement’ employment like happens for those with workplace 

pensions. For females, public sector work is significantly associated with higher rates of non-

work, again perhaps related to higher lifetime earnings. The effect for men is positive, but only 

statistically significant for the self-assessed retirement definition. 

 

The last part of the analysis of non-work turns to measures of health. The same specifications as 

the first two tables are run, but including the initial health conditions (measured at age 54 for the 

55-59 sample and age 59 for the 60-64 sample). A second specification is run also including the 

current measures of health. That is, for an observation at age 62 both the initial health measures 

at age 59 and those at age 62 are included for one specification. These current health measures 

are more likely endogenous to non-work.4 This renders them hard to interpret, but they are 

included here to compare to the base specification.  

 

                                                 
4 See Kapteyn, Smith, and van Soest (2011) for recent evidence on ‘justification bias’, which refers to the possibility 
that those not working report poor health as a justification of their position out of the work force. 
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Table 3 shows the results for a regression starting with the same covariates as appeared in Table 

1, but adding in the health characteristics. The focus of this table is the age 55-59 sample, which 

is slightly smaller than in the previous table because of missing data on health characteristics for 

some observations. Only the zero-earnings definition is used here in order to balance being 

concise and still giving a sense of how health matters. The coefficients for demographic and 

workplace characteristics are suppressed to save space. I report the pseudo R-squared from a 

regression using the specification from Table 1 (‘no health’) on the sample from Table 3 to 

gauge the extra explanatory power of the health characteristics. 

Table 3: Non-work and health, ages 55-59 

Women Men
(1) (2) (1) (2)

Dependent variable mean 0.108 0.108 0.090 0.090

Number of observations 5874 5874 6675 6675

Pseudo R-squared no health 0.124 0.124 0.130 0.130

Pseudo R-squared 0.131 0.143 0.141 0.157

Age 54 health fair-poor 0.039 * 0.007 0.007 -0.017
(0.026) (0.023) (0.020) (0.017)

Age 54 work limitation 0.037 ** 0.023 0.074 *** 0.038 *
(0.020) (0.020) (0.030) (0.026)

Age 54 spouse fair-poor 0.010 0.010 0.020 0.022
(0.027) (0.027) (0.032) (0.035)

Age 54 spouse limitation 0.005 0.014 -0.023 -0.021
(0.026) (0.030) (0.016) (0.016)

Current health fair-poor 0.097 *** 0.054 ***
(0.028) (0.019)

Current work limitation -0.002 0.051 ***
(0.014) (0.017)

Spouse current fair-poor -0.013 -0.001
(0.017) (0.018)

Spouse current limitation -0.022 -0.011
(0.014) (0.012)

Data are from the SLID. The dependent variable is a dummy for zero earnings. Reported are 
coefficients from probit regressions. Standard errors are robust corrected for heteroskedasticity  
and clustered by individual. Three asterisks indicate statistical significance at the 1 percent 
level; two asterisks for 5 percent; one asterisk for 10 percent. Also included but not reported 
here are all of the control variables from Table 1.
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For both women and men in the first specification, only a work limitation at age 54 seems to 

matter for having zero-earnings over the next five years. For men, the impact is larger than for 

women, at 0.074 vs. 0.037. The pseudo R-squared for women increases by 5.6%, from 0.124 to  

0.131 and by 8.5% for men. The magnitude of the effects—especially for men—is fairly large 

compared to the mean. 

 

In the second specification including both the age 54 and the current health measures, the 

strongest impact is from current self-assessed health being fair or poor. For men, current work 

limitations also matter. Again, these measures may suffer from endogeneity as those not working 

may try to justify their non-work by adjusting their own assessment of their health. 

 

Table 4 repeats the analysis for those in the age 60-64 window, using health characteristics at age 

59 and those measured currently. There is a much stronger impact of work limitations at age 59 

here than was seen for the earlier sample in Table 3 for women, but a similar effect for men. The 

impact for both women and men is strong compared to the mean of the dependent variable. 

Several of the current measures added in the second specification are statistically significant, 

showing more non-work associated with poor health by the person themselves and less non-work 

if the spouse has health problems or work limitations. 

 

In summary of the analysis of non-work before age 65, quite different patterns emerge for the 

two sub-age groups studied. At ages 55-59, almost none of the demographic and workplace 

characteristics or health has a strong influence on non-work, with the exception of workplace 

pensions. In contrast, at ages 60-64 several workplace characteristics at the age 59 employment 

and also health limitations at age 59 have a stronger influence on non-work. With the heightened 
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unpredictability of non-work for those at ages 55-59 compared to those at 60-64, it may be the 

case that workers at age 55-59 who find themselves not working are less financially prepared 

than the slightly older workers. This provides one of the motivations for the study of hardship in 

the next section. 

Table 4: Non-work and health, ages 60-64 

Women Men
(1) (2) (1) (2)

Dependent variable mean 0.193 0.193 0.139 0.139

Number of observations 3600 3600 4750 4750

Pseudo R-squared no health 0.165 0.165 0.105 0.105

Pseudo R-squared 0.187 0.198 0.114 0.136

Age 59 health fair-poor 0.077 * 0.031 -0.003 -0.034
(0.048) (0.046) (0.024) (0.021)

Age 59 work limitation 0.150 *** 0.107 ** 0.101 *** 0.068 ***
(0.047) (0.049) (0.031) (0.029)

Age 59 spouse fair-poor -0.007 0.004 -0.023 -0.007
(0.042) (0.048) (0.025) (0.029)

Age 59 spouse limitation -0.056 -0.053 -0.008 0.035
(0.031) (0.034) (0.028) (0.036)

Current health fair-poor 0.110 *** 0.103 ***
(0.037) (0.027)

Current work limitation 0.000 0.026
(0.029) (0.019)

Spouse current fair-poor -0.053 * -0.041 **
(0.025) (0.016)

Spouse current limitation 0.038 -0.042 **
(0.032) (0.016)

Data are from the SLID. The dependent variable is a dummy for zero earnings. Reported are 
coefficients from probit regressions. Standard errors are robust corrected for heteroskedasticity  
and clustered by individual. Three asterisks indicate statistical significance at the 1 percent 
level; two asterisks for 5 percent; one asterisk for 10 percent.  Also included but not reported 
here are all of the control variables from Table 1.

 

6.2 Income distribution and composition before age 65 

The previous section provided some background information on the extent of non-work before 

age 65 and the characteristics of those not working. In this section, I begin to explore the 
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distribution and sources of income at these ages. The analysis starts with the distribution and 

sources of income among men and women, looking broadly at everyone in the sample and then 

focusing just on those who have no earnings and those with and without employer-sponsored 

pension income. This is followed by a look at the sources of income received among different 

groups.  

 

I use individual rather than family income for most of this analysis purposefully. The policy 

concern motivating this paper is the worry that those exiting the labour market before statutory 

retirement ages may suffer hardship until they can access public pensions. Since labour market 

participation is an individual concept, I focus on the individual. In the next section when I turn to 

accounting for the extent of hardship directly I will also look at family sources of income. 

Figure 5: Income distribution, women 
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Figure 5 shows several key percentiles and the mean of total income for women. I show ages 

from 55 to 66 to provide context as individuals become eligible for the full suite of public 

pensions by age 65. All incomes are adjusted to 2008 values using the Consumer Price Index. 

Incomes at all levels are declining from age 55 to 64, before rebounding at ages 65 and 66 for 

those at the median and below. The level of income is not high for these women, with a median 

below $25,000 at all these ages. At the 10th and 25th percentiles, incomes drop by about a third 

between ages 55 and 64 before rebounding strongly as public pension entitlement becomes full at 

age 65. In contrast, incomes at the 90th percentile drop a bit less by age 64 but continue down 

after reaching age 65. 

 

Figure 6 repeats this analysis for men. The patterns are the same, but with much more dispersion. 

The 90th percentile of income is over $100,000 at ages 55 to 57, while the 10th percentile is at 

levels quite similar to the females. The same large percentage increase at the 10th and 25th 

percentiles after age 65 is evident for males as it was for females. 

 

The decreases in income percentiles in the top half of the distribution could reflect higher earners 

who decide to stop working because they can afford an early retirement. Across ages, if the share 

of non-earners taken up by those who have high lifetime earnings increases, then one might 

expect to see increasing retirement income across ages at higher percentiles. This will be 

examined below when I look at the income distribution among non-earners specifically.  

 

A different view on incomes at these ages is provided by calculating the share of income from 

different sources. The three sources into which total income is decomposed are labour market 
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income (both earnings from employment and self-employment), government transfers, and non-

labour private income (including pensions and investment income). 

 

Figure 6: Income distribution, men 

 

Figure 7 and Figure 8 graph the means of these shares for women and for men, respectively. 

Labour market earnings has an average share over 50 percent until age 58 for women and age 60 

for men. There is a more pronounced jump in government transfers and non-labour private 

income for men at age 60 than for women. Government income rises to 40 percent at age 62 for 

women, but not until age 65 for men. This may come from higher shares of survivor pensions 

such as the Allowance and survivor benefits under CPP/QPP for women than for men. The 

strong dip in the share of non-labour private income at age 65 may result from an increase in 

government income more than a decline in non-labour private income—but this conjecture is 

checked below. 
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Figure 7: Female income shares 

 
 
 

 

Figure 8: Male income shares 
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To make more sense of the income totals and their broad composition, the next figures record the 

proportion of individuals with a positive amount of income from various government and private 

sources. Figure 9 shows government income sources for women; Figure 10 the same for men. 

Figure 9: Female sources of government transfers 

 
 

There are very distinct patterns for the age ranges 55-59, 60-64, and 65-66. In the 50s, uptake of 

Employment Insurance, Social Assistance, and CPP/QPP income is fairly constant for both men 

and women. For the levels, CPP/QPP is higher for women. This reflects a higher proportion of 

women who are predeceased by their spouse, since disability insurance uptake is close to the 

same across sexes at these ages.  Employment insurance usage is higher for men, while Social 

Assistance is higher for women. 
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Figure 10: Male sources of government transfers 

 

At age 60-64, the proportion receiving CPP benefits jumps and grows significantly for both men 

and women. At the same time, usage of Employment Insurance declines. For women, Old Age 

Security, Guaranteed Income Supplement and the Allowance uptake jumps at age 60 and grows, 

reflecting eligibility for the Allowance and the Allowance for the Survivor. 

 

Finally, at age 65 eligibility for Old Age Security and Guaranteed Income Supplement make the 

receipt of Old Age Security, Guaranteed Income Supplement and Allowance income jump to 

over 80 percent for men and for women. CPP/QPP income is higher for men than for women 

because a higher percentage of women have never worked and therefore have no eligibility to 

CPP/QPP retirement benefits.  

 

The next two graphs in Figure 11 and Figure 12 show the prevalence of different sources of non-

labour private income. Investment income and other income grow across ages in a similar way 
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for women and for men. Employer-sponsored pension income starts higher for men and grows 

by more, reaching 62 percent for men at age 66, compared to 42 percent for women. 

 

Figure 11: Female sources of non-labour private income 

 
 
This analysis of income suggests that government benefits play a crucial role in understanding 

the differences in income across ages and across sexes at ages 55 to 64. Employer-sponsored 

pension income also seems important both across ages and sexes. 

 

 
The analysis above includes all individuals, working or not. I now turn to look only at those who 

are not working, using the zero-earnings definition. The sample size here is smaller, ranging 

from around 10 percent of the full sample at ages 55-59 to about 20 percent of the full sample at 

ages 60-64. This allows attention to be paid to those who are potentially suffering from retiring 

before public pension eligibility. 
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Figure 12: Male sources of non-labour private income 

 

 

Figure 13: Income distribution, women with zero earnings 
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In Figure 13 and Figure 14 the income distribution for women and for men who have zero 

earnings evolves quite differently across ages than was seen for the whole sample earlier in 

Figure 5 and Figure 6. I graph in these figures the percentile cutoffs along with the mean income. 

First, incomes at higher percentiles are growing across ages, except for a slight post-age 65 dip. 

Second, the levels of income in the bottom half of the distribution for both men and women are 

quite weak. Median income for women does not attain $15,000 until age 65, for example, and the 

75th does not attain $20,000 until 64. Some attention to the top half of the distribution is 

worthwhile, as well. Perhaps it is surprising that more than 25 percent of men without any 

earnings are above $30,000 at all ages. 

 

Figure 14: Income distribution, men with zero earnings 

 
 

The important role of pension income is explored in the next set of four figures, numbered 

Figure 15 to Figure 18. Women with no earnings but who have employer-sponsored pension 

income are in Figure 15, while those without employer-sponsored pension income are in  
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Figure 15: Income distribution, women with no earnings but with employer-sponsored 
pension income 

 
 

Figure 16: Income distribution, men with no earnings but with employer-sponsored 
pension income 
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Figure 17: Income distribution, women with no earnings or employer-sponsored pension 
income 

 
 

Figure 18: Income distribution, men with no earnings or employer-sponsored pension 
income 
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Figure 17. With employer-sponsored pension income, the 25th percentile of total income for 

women with zero earnings stays close to $15,000 across ages. In contrast, women without 

employer-sponsored pension income don’t reach $15,000 at the 75th percentile until age 65. Even 

among those without employer-sponsored pension income however, there is a small set of 

women able to put together incomes from other sources sufficient to pull the 90th percentile to 

around $20,000. 

 

For men, the contrast across those with and without pensions is even stronger. In Figure 16 men 

with no earnings but who have employer-sponsored pension income are above $16,500 in every 

year at the 10th percentile while the 75th percentile of those without employer-sponsored pension 

income in Figure 18 is around the same level across ages. For men without pensions, there is a 

small group with non-earnings non-pension income strong enough to make the 90th percentile 

around $30,000. 

 

The last set of graphs looks at the sources of government income for men and women without 

earnings. This is useful to get a firmer grip on the composition of this group. Figure 19 and 

Figure 20 show that, in the 55-59 age range around 20 percent of both female and male 

nonworkers are receiving CPP/QPP income and 20 percent are receiving Social Assistance. Only 

a small percentage of men and an even smaller percentage of women receive Employment 

Insurance income among this group. This is not surprising because non-earners may not qualify 

due to insufficient hours worked. 
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Figure 19: Female sources of government transfers, just zero earners 

 
 
 

Figure 20: Male sources of government transfers, just zero earners 
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While these percentages of receipt of CPP/QPP and Social Assistance are certainly higher among 

this zero-earning population than among the whole population seen in Figure 9 and Figure 10, it 

is perhaps more noteworthy that these percentages are so low. That is, a substantial proportion of 

those not working before age 65 (and especially before age 60) appear to be living without much 

in the way of government transfers. In Figure 21, the share of women with a source of 

investment or employer-sponsored pension income in the zero-earnings population isn’t very 

different from that seen in the whole population in Figure 11. However, in  

Figure 22 the sources of non-labour private income reveal that for men without earnings, the 

share with employer-sponsored pension income rises from around one third in the 50s to over 

one half in the age 60-64 range. This is much larger than for the whole population seen in Figure 

12. 

Figure 21: Female sources of non-labour private income, zero earners 
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Figure 22: Male sources of non-labour private income, zero earners 

 
 

This analysis of income distribution and sources has found that government transfers are a very 

important determinant of income for those without an employer-sponsored pension, while 

employer-sponsored pension income is very important for avoiding very low income levels 

among those who have no labour market earnings. 

 

6.3 Determinants of hardship before age 65 

The income distribution among those 55-64 analyzed in the previous section revealed several 

subpopulations with very low levels of income. However, the incomes studied there were 

individual, and did not take into account income resources that may be provided by other family 

members. For example, if one spouse is not working or has no pension, hardship can be avoided 

if the other spouse remains employed or has a large source of employer-sponsored pension 
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income. In this section I look at the patterns of income deprivation and the determinants of living 

in a family with low income. 

 

Several measures of low income are employed in this analysis, as described in an earlier section. 

The graphs show the proportion under various low-income indicators, with separate analysis for 

women and for men across age groups. The first graphs use the whole population, but 

subpopulations of zero earners will be examined subsequently. An individual is scored as being 

in low income by any of these measures if they live in an economic family with income below 

the given threshold level. 

 

Figure 23 shows the proportion of women under the different definitions of low income. All of 

the measures show an increase from age 55 to age 64, with a sharp fall once the age of full 

pension entitlement is reached. This is consistent with the patterns revealed in Milligan (2008).  

Figure 23: Income hardship measures for women 
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For men in Figure 24 the same pattern of increase from age 55 to 64 is revealed, but is sharper 

than for women with an increase in low income of around 50 percent. With the exception of 

LICO before-tax, the other measures for men show a remarkable consistency not just for the 

trend but also the level of low income. 

 

Figure 24: Income hardship measures for men 

 

The next two figures break down the population into those with zero earnings, and those with 

and without employer-sponsored pension income. For these graphs, I use only the LICO after-tax 

measure. For females in Figure 25, zero earners have about twice the rate of low income as the 

whole population, going from 24.5 percent at age 55 to 18.0 percent at age 64. While elevated 

compared to the whole population, it is surprising these low-income rates are so low given the 

very low incomes recorded by non-earners in Figure 13. The reason for this is likely the 

availability of income from other family members—and this hypothesis will be addressed in the 

next section. The LICO rates for those with and without pensions are quite far apart, but still 
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those without employer-sponsored pension income or earnings only have low-income rates a bit 

over 25 percent. 

 

Figure 25: LICO for different groups of women 

 
 
 

 

The corresponding graph for men is in Figure 26. The men show a much wider variation in low-

income rates depending on their sources of income. This happens because fewer of them are 

likely able to depend on family members for income to raise them out of low income should their 

own income sources fall short. With employer-sponsored pension income, low-income rates are 

around 5 percent across ages from 55 to 64. Without a pension, however, the low-income rate is 

at or over 40 percent for most ages between 55 and 64. This is quite different than was seen for 

women in Figure 25. 
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Figure 26: LICO for different groups of men 

 
 

In order to deepen the analysis of who falls into low income, I run regressions similar to those 

appearing earlier in the analysis of non-work, but with a dummy variable indicating LICO after-

tax low income as the dependent variable. As before, I include a set of age dummies, 

demographic variables, workplace characteristics, and health characteristics. The demographic, 

workplace, and health variables are all recorded in the year before the first year of the sample. 

This means age 54 for the 55-59 sample and age 59 for the age 60-64 sample. Again, this avoids 

endogeneity between low income and the characteristics. The regressions are run using probit 

models, with heteroskedasticity-robust standard errors, clustered on each individual. There are 

separate regressions by sex, and for a sample of all individuals and just those who have zero 

earnings. There are also separate samples for ages 55-59 and 60-64. It is important to point out 

that the sample here only includes those who were employed at age 54 (for the 55-59 sample) 
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and 59 (for the 60-64 sample), so these are different samples than were used for the income 

analysis above. 

 

The results for the age 55-59 sample are in Table 5. In contrast to the non-work regressions 

earlier in Table 1, the age dummies do not seem to be important in explaining low income for 

either males or females in the whole sample. This suggests that the increasing prevalence of 

zero-earnings with age is not resulting in commensurate increases in low-income incidence. 

Being married for women has a strong and statistically significant negative impact on the 

incidence of low income, with a coefficient of -0.053 compared to the mean of 0.06.  If the 

spouse is employed, the rate goes down by a further 2.3 percentage points. For the workplace 

characteristics, having a pension has a statistically significant 2.5 percentage point effect on low 

income, and working full time or in the public sector have slight negative effects. The 

coefficients for males in the full sample are quite similar to those for females. 
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Table 5: Determinants of hardship, ages 55-59 

All Observations Just Zero Earners
Women Men Women Men

Dependent variable mean 0.060 0.058 0.221 0.292

Number of observations 5874 6675 614 523

Pseudo R-Squared 0.260 0.320 0.429 0.579

Age 56 -0.001 0.002 -0.063 * -0.003
(0.004) (0.004) (0.032) (0.062)

Age 57 -0.008 0.000 -0.106 *** 0.004
(0.005) (0.004) (0.033) (0.082)

Age 58 0.005 0.003 -0.093 ** -0.071
(0.009) (0.006) (0.031) (0.060)

Age 59 0.017 0.025 ** -0.083 * 0.016
(0.015) (0.016) (0.038) (0.128)

Immigrant 0.009 -0.001 -0.017 -0.049
(0.009) (0.006) (0.055) (0.072)

Married -0.053 *** -0.044 *** -0.312 *** -0.808 ***
(0.017) (0.017) (0.111) (0.082)

High School Graduate -0.017 ** -0.002 -0.108 ** 0.205
(0.005) (0.006) (0.032) (0.142)

Some post high school -0.012 -0.002 -0.074 0.023
(0.007) (0.005) (0.048) (0.081)

University degree -0.010 -0.011 * -0.087 -0.252 ***
(0.008) (0.005) (0.046) (0.055)

continued on next page
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Table 5 continued: Determinants of hardship, ages 55-59 
 

Workplace pension -0.025 *** -0.028 *** -0.110 -0.123
(0.008) (0.007) (0.061) (0.105)

Union or Collective -0.010 -0.006 -0.026 -0.124
(0.007) (0.006) (0.082) (0.074)

Full time -0.017 ** -0.024 ** 0.068 0.074
(0.008) (0.016) (0.044) (0.076)

Public sector -0.018 ** 0.001 0.000 0.145
(0.008) (0.012) (0.107) (0.228)

Spouse employed -0.023 * -0.021 ** -0.201 * 0.029
(0.016) (0.010) (0.132) (0.091)

Spouse full time 0.003 -0.016 ** 0.056 -0.157 **
(0.011) (0.007) (0.097) (0.067)

Spouse age difference 0.001 0.0014 ** -0.001 0.019 ***
(0.001) (0.0006) (0.005) (0.006)

Health fair-poor -0.004 0.016 * 0.133 -0.034
(0.008) (0.011) (0.107) (0.102)

Work limitation 0.017 0.007 -0.104 ** -0.087
(0.013) (0.009) (0.035) (0.075)

Spouse fair-poor 0.031 0.014 0.055 0.232 *
(0.017) (0.016) (0.076) (0.156)

Spouse limitation -0.010 0.000 -0.050 0.014
(0.006) (0.008) (0.047) (0.125)

Data are from the SLID. The dependent variable is a dummy for living in a family with income less than 
after-tax LICO. Reported are coefficients from probit regressions. Standard errors are robust corrected for 
heteroskedasticity  and clustered by individual. Three asterisks indicate statistical significance at the 1 
percent level; two asterisks for 5 percent; one asterisk for 10 percent. Also included but not reported here 
are all of the control variables from Table 1. All workplace, demographic, and health characteristics are 
measured at age 54.

 
 

 



45 
 

The right-hand panel of Table 5 repeats the analysis but includes in the sample only those who 

have zero earnings, but were working at age 54. The pseudo R-squared for this regression is 

quite high for women at 42.9 percent. Some of the age dummies show negative statistically 

significant coefficients here. This suggests that the older women with zero incomes may have 

more resources from other sources than those at age 55, which allows them to escape low 

income. The most important variables for predicting low income in this sample are being married 

and having a spouse who is employed. This emphasizes the importance of other family members 

in staving off low income for those who are not earning at these ages. The education variables 

are more important here, perhaps suggesting the importance of lifetime earnings. The point 

estimate for a workplace pension is still large at -0.110, but it does not attain statistical 

significance. The other workplace characteristics are not significant either. 

 

Men in the zero earnings sample on the right-hand side of Table 5 have a low-income rate of 

0.292, and a very high 57.9 percent of the variation in this rate can be explained by the variables 

included here. The foremost of these is being married. Men who were married at age 54 reduce 

their probability of low income by 0.808, and this is further enhanced if the spouse was working 

full time at age 54. Finally, having a university degree lowers the rate of low income by -0.252. 

 

The analysis of the determinants of low income is repeated for the age 60-64 sample in Table 6. 

Most of the same patterns emerge, with being married, having a working spouse, and workplace 

pensions being important.5 For women, being an immigrant has a negative impact. In addition, 

the workplace determinants and the health determinants are much more important at these ages.   

                                                 
5 For women, the coefficient on having an employed spouse is strongly negative and for having that spouse working 
full time is strongly positive. This happens because these two variables are strongly correlated, so these two should 
be interpreted jointly as being near zero. With a linear probability model estimated by OLS, these coefficients are 
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Table 6: Determinants of hardship, ages 60-64 

All Observations Just Zero Earners
Women Men Women Men

Dependent variable mean 0.094 0.058 0.211 0.168

Number of observations 3600 4750 687 702

Pseudo R-Squared 0.370 0.224 0.488 0.375

Age 61 -0.003 0.010 ** -0.027 * 0.038
(0.005) (0.005) (0.014) (0.029)

Age 62 0.005 0.009 -0.018 0.004
(0.007) (0.007) (0.016) (0.031)

Age 63 0.008 0.046 *** -0.030 ** 0.105 **
(0.010) (0.018) (0.013) (0.055)

Age 64 -0.007 0.046 *** -0.040 ** 0.008
(0.009) (0.024) (0.011) (0.042)

Immigrant -0.005 0.008 -0.039 * 0.077 *
(0.009) (0.010) (0.015) (0.053)

Married -0.148 *** -0.026 ** -0.191 *** -0.074 *
(0.036) (0.015) (0.064) (0.053)

High School Graduate 0.000 -0.004 0.010 -0.046 *
(0.010) (0.009) (0.028) (0.019)

Some post high school -0.011 -0.003 -0.010 0.004
(0.007) (0.008) (0.018) (0.027)

University degree -0.031 *** -0.017 -0.042 ** -0.054 *
(0.006) (0.009) (0.012) (0.024)

continued on next page
 

  

                                                                                                                                                             
slightly better behaved, but still offsetting at -0.168 (0.057) for having an employed spouse and +0.155 (0.057) for 
the spouse working full time. 



47 
 

Table 6 continued: Determinants of hardship, ages 60-64 
 

Workplace pension -0.022 ** -0.015 * -0.009 0.033
(0.009) (0.008) (0.025) (0.042)

Union or Collective -0.027 ** -0.017 ** -0.069 *** -0.127 ***
(0.009) (0.007) (0.019) (0.030)

Full time -0.014 * -0.032 *** 0.012 -0.036
(0.009) (0.016) (0.018) (0.039)

Public sector -0.002 -0.009 -0.017 0.016
(0.014) (0.015) (0.028) (0.072)

Spouse employed -0.003 -0.024 ** -0.800 *** -0.077 **
(0.020) (0.012) (0.048) (0.039)

Spouse full time 0.026 -0.006 0.998 *** -0.067 **
(0.026) (0.009) (0.001) (0.033)

Spouse age difference 0.001 -0.001 0.0009 -0.001
(0.001) (0.001) (0.0037) (0.003)

Health fair-poor 0.034 *** 0.026 ** 0.021 0.178 ***
(0.016) (0.016) (0.023) (0.073)

Work limitation 0.075 *** 0.032 *** 0.078 *** 0.039
(0.023) (0.015) (0.038) (0.041)

Spouse fair-poor 0.082 *** -0.012 0.055 -0.059 ***
(0.045) (0.009) (0.060) (0.015)

Spouse limitation -0.014 0.016 -0.036 0.028
(0.008) (0.018) (0.014) (0.044)

Data are from the SLID. The dependent variable is a dummy for living in a family with income 
less than after-tax LICO. Reported are coefficients from probit regressions. Standard errors are 
robust corrected for heteroskedasticity  and clustered by individual. Three asterisks indicate 
statistical significance at the 1 percent level; two asterisks for 5 percent; one asterisk for 10 
percent. Also included but not reported here are all of the control variables from Table 1. All 
workplace, demographic, and health characteristics are measured at age 59.

 

For both females and males, having a work limitation or being in fair/poor health at age 59 

increases the likelihood of low income in both the full sample and the zero-earning sample. In 
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the zero-earning sample, having a spouse in fair/poor health decreases the likelihood of low 

income for males while for females the spousal work limitation lowers the likelihood of low 

income. In both cases, this may be driven by higher lifetime earnings in response to a spousal 

disability or illness. 

 

To summarize, the regression analysis brings forward the importance of workplace pensions and 

spousal income in avoiding falling into low income in the age 55-64 age range. These factors 

will form a key part of the hardship accounting analysis which follows. The importance of the 

health variables at ages 60-64 suggests that more of the non-work in this age range may be 

unplanned, leaving individuals unable to cope with the effect of their poor health on income. 

 

6.4 Accounting for hardship before age 65 

The final set of results in this paper address the question of how individuals who are not working 

at ages 55-64 avoid falling into low income. The focus on those not working rather than the full 

sample is deliberate, since the policy concern is whether those not working are able to bridge 

themselves to the age of public pension eligibility. The purpose of the analysis is to build up the 

economic situation of each individual from its components and observe how these components 

affect the proportion in low income. The analysis is done first for women, then for men. Again 

since the work decision is measured at the individual level, I start with the individual level 

income measures, but then proceed to add the relevant family income measures. 

 

Table 7 shows the accounting analysis for females. The sample for this analysis is all women 

with zero earnings, ages 55-64. Going across the table, the first column reports the proportion of 

each income source that is positive, and the second column reports the median value conditional 
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on it being positive. The third column shows the proportion of individuals who are lifted above 

the before-tax LICO threshold, given each source of income. The focus is on before-tax income 

because it is conceptually difficult to deal with components of income on an after-tax basis.6 For 

the components of income where it is possible to use after-tax LICO, the proportion lifted out of 

low income is reported in the fourth column. The right-hand side four columns repeat the before-

tax LICO analysis using different samples: age 55-59, age 60-64, and year ranges 1993-2000 and 

2001-2008. 

 

The first row shows the importance of investment income for females. Forty percent of females 

have a positive amount of investment income, but the median is only $1,758. Consequently, only 

2.3 percent of women are lifted out of LICO low income when considering only their investment 

income. Employer-sponsored pension income is received by 21.7 percent of women in this 

sample. The median amount here is much higher at $14,110, but only 6.5 percent of women are 

lifted above the before-tax LICO threshold when considering just their employer-sponsored 

pension income. Government transfers are prevalent among women, with 67.7 percent having 

some. However, the amounts are quite low, with a median of only $6,823. Only 1.2 percent of 

women are lifted above LICO by their government transfer income. Adding these income 

sources together gives total own income. The median own-income among women with no 

earnings is $10,482, and only 32.4 percent of women would avoid being below before-tax LICO 

using only their own income. In other words, two thirds of women would be under before-tax 

LICO if they did not have access to income sources beyond their own. 

                                                 
6 The difficulty arises because with a progressive tax system, the after-tax amount assigned to different components 
of income depends on the order the income is taxed.  



50 
 

Table 7: Accounting for the avoidance of hardship for those without earnings, women 

Ages Ages Years Years
Ages 55-64, years 1993-2008 55-59 60-64 93-00 01-08

Proportion Median if  Proportion lifted out of hardship
positive positive Before tax After tax Before tax Before tax Before tax Before tax

Investment income 0.400 1758 0.023 0.020 0.026 0.024 0.023
Pension income 0.217 14110 0.065 0.061 0.069 0.048 0.082
Government transfers 0.677 6823 0.012 0.010 0.013 0.011 0.012
Total own income 1.000 10482 0.324 0.181 0.377 0.286 0.333 0.315

Other family income 0.780 42083 0.575 0.562 0.594 0.560 0.567 0.582
Total family income 1.000 39660 0.762 0.757 0.756 0.766 0.758 0.766
RRSP withdrawals 0.146 8516 0.021 0.021 0.020 0.016 0.025
Grand income 1.000 41489 0.773 0.767 0.778 0.767 0.780
Grand income less pension 1.000 36875 0.721 0.726 0.717 0.717 0.725

Based on author's calculations from the Survey of Labour and Income Dynamics. Sample includes only those without earned 
income.
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The bottom half of Table 7 shows what happens to the zero-earning women when other income 

sources are considered. 78 percent of the women have some other source of income in their 

economic family, with a median value of $42,083. With that source alone, 57.5 percent of 

women would be out of before-tax LICO. When added to their own income to make total family 

income, 76.2 percent of women are lifted above the before-tax LICO threshold. This can be 

compared to the after-tax LICO number since total income is available in the SLID after-tax. The 

result is nearly the same, at 75.7 percent. 

 

The next row considers RRSP withdrawals, which are not included in the SLID definition of 

total income. These withdrawals are observed in 14.6 percent of the women’s families, and these 

withdrawals alone lift 2.1 percent of the families above before-tax LICO. When the RRSP 

withdrawals are added to the total family income, I call the resulting sum the “grand income.” 

With this broad measure of income, 77.3 percent of women live in families that are lifted above 

before-tax LICO. 

 

The final row of the analysis for women takes the grand income as constructed above and 

subtracts off any observed employer-sponsored pension income. This calculation allows me to 

assess the importance of employer-sponsored pension income in removing these zero-earning 

women from a state of before-tax LICO low income. The proportion changes from 77.3 percent 

to 72.1 percent. This suggests that about 5.2 percentage points—or 6.7 percent of the total 77.3 

point share—can be accounted for by employer-sponsored pension income. For women, income 

from other family members is much more important than employer-sponsored pension income 

for avoiding low income. 
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The right-hand columns of Table 7 show the sensitivity of these calculations to the different age 

ranges and years. There is not much variation in the answers across these different samples, 

although total own income does matter slightly more for the age 55-59 sample than the age 60-64 

sample.  

 

Table 8 repeats the accounting exercise for men. Investment income for men is present in 40.9 

percent of cases, but like the women the median amount is small and lifts very few men above 

the before-tax LICO threshold.  Employer-sponsored pension income, on the other hand, is very 

important for men. 42.7 percent of men have some employer-sponsored pension income and the 

median amount is $29,060. Pension income alone lifts 24 percent of men above the before-tax 

LICO threshold. Government transfers are prevalent, but small. They have a negligible effect on 

the low-income rate. 

 

Using just own income, with a median of $20,164, 45.8 percent of zero-earning men are lifted 

above the before-tax LICO threshold. In other words, nearly half of men with no earnings at 

these ages have non-earnings own-income sources that allow them to exceed deprivation levels. 

 

Other family income is only slightly less prevalent for men, at 71.9 percent versus 78.0 percent 

for women. The amounts, however, are much smaller, with a median of $26,254. When 

combined with own-income, 70.7 percent of men are lifted above the before-tax LICO threshold. 

This is nearly the same as with the after-tax LICO measure, which gives 71.6 percent. 
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Table 8: Accounting for the avoidance of hardship for those without earnings, men 

Ages Ages Years Years
Ages 55-64, years 1993-2008 55-59 60-64 93-00 01-08

Proportion Median if  Proportion lifted out of hardship
positive positive Before tax After tax Before tax Before tax Before tax Before tax

Investment income 0.409 1858 0.038 0.040 0.037 0.035 0.041
Pension income 0.427 29060 0.240 0.205 0.261 0.237 0.242
Government transfers 0.815 7881 0.040 0.037 0.041 0.043 0.037
Total own income 1.000 20164 0.458 0.438 0.415 0.485 0.469 0.448

Other family income 0.719 26254 0.346 0.330 0.363 0.336 0.332 0.360
Total family income 1.000 40874 0.707 0.716 0.672 0.728 0.717 0.697
RRSP withdrawals 0.170 10014 0.034 0.031 0.035 0.031 0.037
Grand income 1.000 43561 0.725 0.684 0.750 0.735 0.716
Grand income less pension 1.000 28710 0.576 0.560 0.586 0.575 0.577

Based on author's calculations from the Survey of Labour and Income Dynamics. Sample includes only those with no earned 
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RRSP withdrawals are observed in approximately one in six families, with a median of $10,014. 

When combined with total family income to arrive at grand income, the median value is $43,561. 

72.5 percent of zero-earning men are lifted above the before-tax LICO threshold. This compares 

with 77.3 percent of women. 

 

The final row removes the amount of employer-sponsored pension income from the grand 

income total. This draws attention to the importance of employer-sponsored pension income for 

zero-earning men to avoid hardship. Without employer-sponsored pension income, only 57.6 

percent of men would rise above the before-tax LICO threshold. This is a 14.9 percentage point 

drop from the grand income level, or 20.6 percent of the total 72.5 percent who were lifted above 

before-tax LICO. While much larger an effect than was seen for employer-sponsored pension 

income for women, this is still less of an impact than other family income. That is, the income of 

other family members is more important for lifting zero-earning men out of before-tax LICO 

hardship than is employer-sponsored pension income, at these age ranges. 

 

The other columns in Table 8 show how the calculations change in different age subsamples and 

year subsamples. Pension income is more important in the older 60-64 age sample than in the 55-

59 sample. There is little difference across the two year ranges. 

 

To summarize these calculations, this section has attempted to quantify the importance of 

employer-sponsored pension income for men and women who are not working for earned 

income in the age range 55-64. For both men and women, the income from other family 

members is of critical importance to lifting them out of economic difficulty, as measured by low 
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income. The absence of employer-sponsored pension income would cut the proportion of men 

surpassing the low-income threshold by about 20 percent, but for women the drop would be only 

6 percent. In this way, one’s own employer-sponsored pension income is more important to the 

wellbeing of men. 

7. Conclusion 

 

This paper has studied patterns of work, income, and economic hardship among those 

approaching the ages of public pension eligibility in Canada. Several important findings emerge. 

Non-work among those approaching the ages of public pension eligibility is not strongly related 

to demographic or workplace characteristics, although employment related pensions do have 

some explanatory power. The incomes of those in this age range show an increasing compression 

as age 65 approaches, but there remain considerable differences for those who have and do not 

have employment related pensions. Among those not working, spouses and pensions have the 

best predictors of having low income or not. Finally, I calculate that around 77 percent of 

females and 73 percent of males who are not working are able to avoid low-income status, and 

that the most important factor for this avoidance is the presence of income from other family 

members. Health matters as well. For males, employment related employer-sponsored pension 

income is also a large factor in avoiding low incomes. 

 

Future work in this area may address more carefully the transitions between near-retirement ages 

and the ages of full public pension eligibility. Important questions remain, such as how exactly 
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those in low income smooth their consumption on the way to age 60 or age 65, and whether 

those who are in low income at these earlier retirement ages stay in low income after age 65.    
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