RESEARCH HIGHLIGHTS

THE LABOUR MARKET IMPACTS OF EMPLOYER
PENSION PLANS ‘{

Benoit Dostie and Todd Morris

The authors examine, for the period 2001-2020, (1) how employer pension plans and
worker coverage evolved; (2) how much workers value jobs that offer a pension; and
(3) how pensions affect employer-to-employer mobility, taking into account plan type
and selected design features.

To do so, the authors link the Pension Plans in Canada (PPIC) survey — a
comprehensive annual census of all Registered Pension Plans (RPPs) in Canada — to
the Canadian Employer-Employee Dynamics Database (CEEDD), which provides
longitudinal links across individual (T1), firm (T2), and job (T4) tax files. They match
plan identifiers on T4 slips to PPIC registration numbers to identify true worker
coverage and avoid double counting, and they build an adjusted private-sector
sample of workers ages 25-54 (main job) to measure coverage accurately and
conduct the analysis.

This working_paper finds that:

Headline coverage based on raw plan counts overstates the number of
covered workers. Using the linked data and the adjusted private-sector
sample, coverage declines modestly between 2001 and 2020.

By plan type (first-difference estimates): workers value Defined Benefit (DB)
plans at =7.4% of earnings, Defined Contribution (DC) plans at =5.2%, and
other plans at =6.2%.
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https://www23.statcan.gc.ca/imdb/p2SV.pl?Function=getSurvey&SDDS=2609
https://ire.hec.ca/en/18-the-labour-market-impacts-of-employer-pension-plans/?noredirect=en_US

Pension coverage reduces employer-to-employer mobility. Effects are largest
cyf for DB plans: DB members are about 40% less likely to change employers
o than comparable workers without coverage. Flat-benefit DB formulas show
smaller mobility reductions.

job with a pension plan, and this implicit value rises from about 3.3% in

Private-sector workers, on average, forego about 6.3% of earnings to hold a
@ 2001-2002 to about 10.1% in 2019-2020.

First-difference estimates of the value of pensions over time (private sector)
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CONCLUSION

Employer pensions carry a material and rising implicit value for private-sector workers and
meaningfully shape labour-market dynamics. Over 2001-2020, workers increasingly valued
pension benefits, consistent with a stronger preference for retirement income security. At the
same time, coverage measured from raw plan counts overstates the number of covered
workers; linking PPIC to CEEDD and focusing on an adjusted private-sector sample yields a
more accurate picture and shows a modest decline in coverage.

Pensions—especially DB plans—also act as a retention mechanism by lowering employer-
to-employer mobility, with flatter accrual structures (e.g., flat-benefit DB) attenuating this
effect. These findings highlight the importance of plan design and clear communication for
both worker valuation and mobility outcomes, and they motivate continued monitoring using
linked administrative data.

POTENTIAL POLICY IMPLICATIONS

Policymakers and practitioners should use linked administrative data to monitor adjusted
private-sector coverage and reduce overcounting. They should review how vesting rules,
portability and accrual profiles influence job mobility and competition for talent, and adjust
regulations or plan-design guidance accordingly. They should also promote transparent plan
design and clear communication, so perceived value aligns with actual benefits, while
accounting for differences across plan types when evaluating policies that affect retirement
income and labour-market fluidity.



