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B Delayed retitement: A new trend?

The employment rate of individuals 55 or over has grown noticeably
in recent years. From 1997 to 2010, it rose from 30.5% to 39.4% for
men and from 15.8% to 28.6% for women.

This strong growth seems at odds with the stability of the average
retirement age since 2004. The apparent contradiction is in part the
result of the influence of the age structure of workers on the average
retirement age, making the average retirement age a poor indicator of
recent changes in retirement behaviour.

A more representative indicator of the retirement decisions of
Canadians can be constructed on the basis of methods used to
calculate life expectancy.

This expected working-life indicator shows a significant increase in
delayed retirement starting in the mid-1990s. In 2008, a 50-year-old
Canadian could expect to be working for 16 years, compared to
14 years in 1977.

The recent trend to delayed retitement also stabilized the expected
length of retirement. The working-life tables show that the expected
length of retirement increased from 1977 to the mid-1990s and has
since remained relatively stable. The expected length of retirement
expressed as a percentage of total life expectancy starting at age 50 was
about the same in 2008 as in 1977.
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n recent years, Canada’s aging population and

the retirement of baby boomers has attracted a

great deal of attention. Although the aging of the
boomer generation is inevitable, certain incentives for
older workers to continue working are frequently
being considered to reduce the economic impact of
aging (Burniaux et al. 2004; Expert Panel on Older
Workers 2008; Denton and Spencer 2009; Hering and
Klassen 2010; Hicks 2011). As life expectancy and years
of good health increase, these measures may help strike
a better balance between increased longevity and length
of retirement (Castonguay and Laberge 2010). As well,
they may make it easier to transfer knowledge and
human capital, ease the transition to retirement and help
workers who are financially unprepared (Mintz 2009).!

On the other hand, change may already be under way.
While there was a marked trend toward early retire-
ment in the 1980s and early 1990s prompted by high
public-sector deficits and downsizing of private-
sector organizations (Wannell 2007), the tide appears
to have turned since the late 1990s. In 1997, the down-
ward trend in the employment rate of individuals age
55 and over reversed—their employment rate has since
increased by 12 percentage points to 34%—higher
than in 1976 (Chart A).

The upward trend in the employment rate of those
55 and over could continue given that boomers are
more highly educated, the coverage rate of defined-
benefit pension plans is on a downward trend, and
the expected tightening of the labour market due to
incoming smaller cohorts (Gougeon 2009; Expert

Chart A Employment rate trend for people
55 and over reversed in the mid-
1990s
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Source: Statistics Canada, Labour Force Survey, 1976 to 2010.

Panel on Older Workers 2008). In addition, work is
becoming less physically demanding due to techno-
logical advances (Beach 2008). The trend may also have
been amplified by the recent recession and financial
crisis as well as the debt load of workers nearing
retitement (Draut and McGhee 2004; Copeland 2009;
RBC 2011; Marshall 2011). These factors may already
have prompted a number of workers to postpone
their retirement (Sun Life Financial 2011).

Using data from the Labour Force Survey (LEFS), this
article examines changes between 1976 and 2010
in indicators that measure aging of the workforce
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and delayed retirement. This article also attempts to
reconcile two apparently contradictory trends: the
increasing employment rate of individuals 55 and over
and the relatively stable average retirement age in
recent years (CANSIM Table 282-0051). The follow-
ing questions will then be examined using working-life
tables: How has the expected working life at age
50 changed in the last three decades? Is expected work-
ing life after age 50 increasing, as suggested by the
recent increase in the employment rater? If it is in fact
increasing, when did the trend change direction? Are
the expected years in retirement a larger portion of life
after 50 now than in the late 1970s? Lastly, the article
looks at changes in the normal hours of work of indi-
viduals 55 and over during the period in which their
employment rate showed strong growth. Since older
workers tend to reduce their hours of work, could
such a decrease offset the positive impact on the longer
expected working life?

Aging has changed the age composition
of the population

Population changes in recent decades have changed
the age structure of the population age 15 and over
(Chart B). The percentage of individuals 55 and over
increased from 22% to 32%. A large part of that
growth has occurred since the early 2000s, as the
boomer generation entered the 55-and-over age

group.

Chart B Percentage of the population 55
and over rose rapidly from the
early 2000s
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At the same time, the percentage of 15- to 24-year-
olds dropped significantly from 27% to approximately
16%. The percentage of 25- to 54-year-olds increased
rapidly in the 1970s and early 1980s, levelled off and
began to decrease in the second half of the 2000s.

Noticeable increase in the employment
rate of older Canadians

The change in the population’s age composition coin-
cided with major social and labour market upheavals
in Canada. The most prominent change in that period
was an increase in the employment rate of women age
15 or over, from 41.9% in 1976 to 57.9% in 2010. In
contrast, the employment rate of men age 15 or over
fell by more than 7 percentage points in the same
period.

Chart C Employment rate trend reversed for
men, continued increase for women
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Particularly noteworthy are increases in the employ-
ment rate in recent years of both men and women 55
and over (Chart C). For men, this is a reversal of a
previous trend in which the employment rate of those
55 and over dropped from 45.4% to 29.8% from
1976 to 1996. By 2010, it had risen to 39.4%. Men age
65 to 69 showed the most pronounced change, as their
employment rate almost doubled between 2000 and
2010. The employment rate of men 60 to 64 also
increased significantly.

For women, the upward trend in the employment rate
began in earnest in 1996. Before then, the employment
rate was relatively stable, with only the 55-to-59 age
group rising slowly but steadily. After 1996, the
employment rate of 55-to-59 year-olds increased to
64.1% in 2010, while the employment rate of women
60 to 64 almost doubled, from 21.5% to 41.4%. The
employment rate of women age 65 to 69 increased at
the fastest pace, from 6.9% in 2000 to 16.6% in 2010.
These increases narrowed the employment-rate gap
between men and women from 28.5 percentage points
in 1976 to 10.8 in 2010.

An aging workforce

The increased participation of older age groups and
the relative decrease in younger workers are two fac-
tors contributing to the aging workforce. The percent-
age of workers 55 and over declined slowly until the
mid-1990s and then rose sharply in the early 2000s. In
2010, more than 1 in 6 workers was 55 or over
(Chart D).

Chart D After a slow decline, the
percentage of workers 55
and over rose
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Source: Statistics Canada, Labour Force Survey, 1976 to 2010.

The aging workforce has also changed the potential
capacity to replace older workers. In 1976, there were
2.3 younger workers age 25 to 34 for each worker 55
or over. In 1991, the ratio peaked at 3.1. The ratio
then fell to 1.3 in 2010 (Chart E).

Chart E After peaking in 1991, the
entrant-retiree ratio dropped
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For most of the period studied, the entrant—retiree
ratio of women was higher than that of men, reflect-
ing their younger age—the median age of employed
women in 1976 was almost 3 years younger than that
of employed men (Chart F)—and the increasing em-
ployment rate of younger women, which helped lower
their average age. As a result, the entrant—retiree ratio
rose from 2.8 in 1976 to 3.9 in 1991.

The median age of women gradually caught up to that
of men, so that the gap between them closed to
approximately 1 year in the 2000s. Over time, the par-
ticipation of women in the labour market became simi-
lar to that of men, resulting in a comparable
entrant—retiree ratio of 1.3 in 2010.

Indicators of a lengthening working life

The concept of retirement age is not easily measured,
despite widespread interest in the concept (Bowlby
2007; Denton and Spencer 2008—see Data source,
method and definitions). However, some indicators seem
to point to a lengthening working life in recent years.
Given the potential effects of a longer working life on

_________________________________________________________________________|
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Chart F Median age of employed women
has almost reached that of men
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economic growth (Expert Panel on Older Workers
2008; Denton and Spencer 2009), it is important to
understand the recent trends.

First, the annual full-time employment rate was repro-
duced by age at three points in time: 1976, 1997 (the
major turning point in retirement
behaviour) and 2010 (Chart G).
The full-time employment rate was
chosen to approximate the concept
of ‘career job,’ that is, the job held
after graduation and before retire-
ment.

Delayed retirement: A new trend?

the overall employment rate. The increase continued
through 2010, the employment rates of those age
groups being higher than in 1997 and 1976.

For those 55 years and over, the employment rate
increased between 1997 and 2010, with the employ-
ment rate for each year of age over 55 exceeding the
1997 rate. The 2010 rates also exceed the 1976 rates
up to age 60, and from this age and up the 2010 and
1976 rates are similar.

Both men and women are entering full-time employ-
ment later in life (Chart H). In the over-55 age group,
the employment rate of men fell between 1976 and
1997, but that of women rose during and beyond that
petiod. In addition, the 2010 rebound in the employ-
ment rate of those 55 and over is primarily the result
of the sharp increase in the full-time employment rate
of women. Men contributed to the rebound to a lesser
extent.

The increase starting in the mid-1990s in the employ-
ment rate of men 55 to 69 may indicate delayed retire-
ment. The increase in the employment rate of women
is likely the result of two trends: delayed retirement
and the arrival of cohorts with higher employment
rates.

Chart G Younger workers entering full-time work later
in life, employment rates rebounding among
older workers
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Data source, method and definitions

Data source

This article is based on data from the Labour Force Sur-
vey (LFS), which has a sample size of 54,000 households
each month. The LFS provides information on major labour
market trends by industry, occupation, hours worked, em-
ployment rate and unemployment rate. In this article, the
population being studied is that of older workers—those age
55 and over. However, the working-life tables are based
on the population age 50 to 80, since this is the age group
covering most retirements. Since data for the Northwest Ter-
ritories, Yukon and Nunavut are not included, the findings
of this study apply only to the 10 provinces.

Retirements

The LFS allows the number of retirements in a month or
year to be calculated, since “retired” is one response to the
question about the reason for stopping work, which is asked
if the respondent is not working at the time of the survey,
but has worked in the preceding 12 months.? Retirements
are recorded only for those age 50 and over.

Retirements identified using the LFS are not necessarily full
retirements, first retirements or career job retirements. The
LFS records retirement as reported and perceived by the
respondent at the time of the survey. Since the concept of
retirement has changed since the survey began, the con-
cept captured by the LFS has also changed. Compared with
retirements recorded during the 1970s and 1980s, retire-
ments recorded today are less likely to be full retirements,
since the paths to retirement have become more varied
(Schellenberg et al. 2005). As a cross-sectional survey, the
LFS cannot identify the multiple states between first retire-
ment and full retirement.

The method used to obtain the number of retirements is not
the same as the one used in Gower (1997). The retirement
file used therein considered only the retirements for 1 out
of 6 months for each rotation group. In this article, responses
from all rotation groups are considered. However, retire-
ments in the first and last months of data collection for each
year of retirement have been excluded. The number of re-
tirements for the first month of collection (for example, Janu-
ary 2010 for retirements in January 2010) is consistently
lower, since respondents have only
two weeks to report their retirement.
The last month of data collection
(for example, November 2010 for
retirements in January 2010) is also
excluded, due to a processing adjust-
ment introduced in November 1995.

Table 1

Method

Expected working-life calculation

Expected working life can be calculated using LFS data with
a method similar to the one used for calculating life ex-
pectancy (Bélanger and Larrivée 1992; Denton et al. 2009).
First, the number of retirements for each year of age from
50 to 80 is calculated using the LFS retirement variable.
The retirement rate is then determined by dividing the
number of retirements by the annual average number of
employed individuals for each year of age plus one-half of
the retirements at the same age (assuming that retirements
are distributed evenly throughout the year). To a hypothetical
cohort of employed 50-year-olds in a given year (say, 1976),
that year’s retirement rates for each subsequent year of age
are applied, as if the cohort were aging and shrinking as
a result of retirements. That makes it possible to determine
the number of years that a person would spend working and
in retirement if, beginning at age 50, the retirement rates
were the same as in 1976.

Expected working life has been calculated as described
above for each year from 1976 to 2009. Since retirement
occurs relatively infrequently, three-year moving averages
have been used to calculate retirement rates. Thus the
tables go from 1977 to 2008.

Since life expectancy has continued to increase, expected
working life takes both changes in behaviour regarding re-
tirement and declining probabilities of death into account
(Canadian Human Mortality Database, Université de
Montréal 2010). It must therefore be assumed that mortality
is the same for the employed and the general population.
The method can show how expected working life starting
at age 50 has changed as a percentage of the remaining
years of life. The tables stop at age 80 since there are few
employed people over 80.

In this article, only employment exits for retirement
(Table 1) are considered, even though other types of
exits (for example, layoff, caregiving or illness) may lead
to retirement. If all exits had been included, the number

Distribution of individuals age 50 and over who left a
job in the 12 months preceding the LFS reference
week by reason, selected years!

Excluding the last month of data col-
lection ensures that the data are proc-

1976 1980 1989 1999 2007 2009

essed in the same way for all selected Reason

months.

In this article, data are presented by
year of retirement and not by year of
data colleciion: Each year of retire- Laid off
ment data requires 21 months of col- .
lection. For example, to obtain all the Retired
retirements in 2009, the LFS data Other

responsibilities

IlIness or disability
Personal or family

%
14 13 11 8 10 7

7 4 3 % 2 2
35 40 43 45 46 55
28 28 31 35 33 27
15 15 12 10 9 8

from February 2009 to October 2010
must be used. Therefore data on re-
tirements in 2010 are not shown be-

cause collection is not yet complete. cheR2on

1. With the exception of 2009, the preceding years are comparable in the business cycle.
Source: Statistics Canada, Labour Force Survey (LFS), 1976, 1980, 1989, 1999, 2007
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Data source, method and definitions (concluded)

of employed individuals in the hypothetical cohort would
have declined more quickly in each year, but the findings
would have been the same. The study by Denton et al. shows
similar trends using a very broad definition of retirement,
wherein retirement rates correspond to the drop in the

Definitions
Older worker: In this article, a worker who is 55 or over.

Entrant-retiree ratio: There are several ways to calcu-
late this type of ratio, and they all result in very similar

trends. In this article, the number of workers age 25 to 34
is divided by the number of workers age 55 and over. The
25-t0-34 age group was chosen instead of the 15-t0-24 age
group to avoid including students in the indicator.

participation rate between two ages.

The distribution of reasons for job exits for those over 50
changed over time. For example, the proportion of exits due
to layoffs increased between 1976 and 2009, while personal
and family reasons decreased. Retirements increased un-
til the late 1990s, but have dropped in recent years.

Retiree: A person age 50 or over who has worked in the
preceding 12 months, but is not working at the time of the
survey as result of retirement.

One advantage of the expected working-life tables is that
they make it possible to identify trends of older workers
approaching retirement that are not affected by the age
structure of the 50-and-over age group. Given that the first
of the baby boomers entered the 50-and-over age group
in the mid-1990s, certain changes among older workers may
be primarily the result of the age of the group dropping
due to the significant influx of the baby boomers.

Expected working life: In this article, ‘expected work-
ing life’ is used instead of ‘pre-retirement expected work-
ing life’ for brevity. Both refer to the same concept, namely
the number of years that an employed 50-year-old can
expect to work before retiring or dying, should this occur
before retirement.

Post-retirement life expectancy: The number of years
one can expect to live after retiring from a job.

Aﬂ analysis Of employment—rate 1

changes alone is not enough to
determine whether retirement is
being postponed, especially among
women. Therefore, another indica-
tor will be examined: the average %

retitement age. Men

Chart H For men under 65, the full-time employment rate
has remained lower than in 1976, for women, it has
increased continuously starting at age 24 since 1976

Interpretation issues with
the average retirement
age

The average retirement age is
often used to study changes in
retirement behaviour. The average

retirement age rose somewhat 15 20 25 30 35 40 45 50 55 60 65 70 75 80
after bottoming out in the mid- %
1990s (Chart I); however, since 100 Women
2004 it has remained relatively sta-
ble at around 62, which is surpris- 80
ing because the employment rate of 0 L U
those 55 and over has been rising P 1997 N
significantly for a number of years. 40 r pp— ‘.
N
Whether average retirement age is 20r & -
calculated from the LFS or another 0 e —
source, it must be interpreted with 15 20 25 30 35 40 45 50 55 60 65 70 75 80

caution for the following reasons:

e It is influenced by the age struc-
ture of the 50-and-over age

group.
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Chart | Average retirement age stable

since 2004
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e [tis more sensitive to early retirements than delayed
retirements.

e [t is not necessarily representative of the behaviour
of all workers approaching retirement.

The influence of the age structure of the 50-and-over
age group may result in a lower average retirement
age if most of the employed people in that age group
are 50 to 59, or a higher average retirement age if most
of those people are 60 to 69. Therefore, the gradual
entry of the sizeable boomer generation into the 50-
and-over age group may have a large impact on the
average retirement age.

To illustrate this effect, the average retirement age from
1976 to 2031 was calculated using 2008 annual
employment and retirement rates. Only the age struc-
ture was allowed to vary. In that way, the impact of
age structure changes on the average retirement age
between now and 2031 could be isolated (Chart J).

In the mid-1990s, the first of the baby boomers turned
50, making the 50-and-over age group younger over-
all (the percentage of 60- to 69-year-old men and
women dropped between 1990 and 2000), bringing
down the average retirement age (by 0.5 years for men
and 0.6 years for women) and partially offsetting the
potential increase in the average retirement age, as a
result of the numerous young retirees from the
boomer generation.

10 / Perspectives on Labour and Income

Chart J Demographic effect on average
retirement age
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Simlarly, the gradual entry of the boomers into the
60-to-69 age group between 2006 and 2026 will age
the 50-and-over worker group, increasing the average
retitement age by approximately 1.5 years. The trend
is significant because it could suggest a lengthening of
the working life of older workers with no change in
retirement behaviour.

In addition to being influenced by the age structure,
the average retirement age is more sensitive to eatly
retitements than delayed retirements. For example, in
the most extreme case that, in a given year, only one
person retired and all other employed individuals post-
poned their retirements, the average retirement age
would be the age of that single retiree. The average
retirement age would eventually reflect the late retire-
ments, but not until a number of years after the changes
in retirement behaviour of the employed individuals
had occurred.

In the above example, the average retitement age for
that year would not account for the numerous indi-
viduals who postponed their retirement and would be
representative of the behaviour of only one individual.

For these reasons, the average retirement age does not
reliably reflect changes in retirement behaviour. This
partly explains why, for several years, the average
retirement age has not increased significantly, even
though the employment rate of Canadians 55 and over

Winter 2011 — Statistics Canada




has risen sharply. The expected working life tables
make it possible to measure changes in retirement
behaviour more accurately.

Expected working life® has increased by
approximately three years since 1997

While retirement age is hard to measure, it is possible
to construct expected working-life tables from LFS
data using a method similar to that for calculating
life expectancy (Bélanger and Larrivée 1992; Denton
et al. 2009; Wannell 2007—see Data source, method and
definitions). Despite certain limitations, changes in
expected working life reflect changes in retirement
behaviour much more accurately than average retire-
ment age.

Expected working life makes it possible to estimate
the number of years that a person can expect to work
before retiring.*

The average number of years a 50-year-old can expect
to continue working was compared (using expected
working-life tables) with a similar number derived
from the average retirement age® (Chart K). From
1976 to the mid-1990s, both numbers fell significantly
for men and women. However, the number derived
from the average retirement age fell almost twice as
much.

As well, the increase that started in the mid-1990s is
greater based on expected working life. For men, the
increase starts in 1994 and totals 3.5 years. Using aver-
age retirement age, the increase starts in 1997 and
totals only 0.8 years. For women, the increase from
the mid-1990s totals 3.5 years using expected working
life and 1.6 years using average retirement age.

The working-life tables therefore indicate a significant
increase in delayed retirement starting in the mid-1990s,
which is consistent with the increase in the employ-
ment rate of older Canadians starting in the
same period. The expected years of employment is
even greater in 2008 (16 years for men and women)
than in 1977 (14 years for men and women). These
estimates indicate that, in 2008, Canadians tended
to retire later in life than in 1977. Specifically, employed
50-year-olds would have waited longer to retire at
the 2008 retirement rates than at the 1977 retirement
rates.

Statistics Canada — Winter 2011

Delayed retirement: A new trend?

Chart K Employed 50-year-old men likely to
work for approximately 16 years
before retiring, women almost as
long
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Source: Statistics Canada, Labour Force Survey, 1977 to 2008.

Fewer expected years in retirement?

Has the trend toward later retirement resulted in fewer
expected years in retirement after age 50° This ques-
tion is important given the impact on economic
growth of an increase in the number of years spent in
retirement as a result of increased longevity.

The working-life tables show that the expected length
of retirement for men increased from 11.2 years to
15.4 years between 1977 and 1994 (Chart L).” It has
since levelled off at approximately 15 years (in 2008).
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Chart L Length of retirement stable since
the mid-1990s

Years
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Source: Statistics Canada, Labour Force Survey, 1977 to 2008.

Although life expectancy has continued to increase since
the mid-1990s, the proportion of expected years in
retirement at age 50 has declined (Chart M). In 1994,
slightly more than 55% of the remaining years of life
after age 50 were expected to be spent in retirement;
in 2008, the number fell to 48%, similar to the level in
1977 (45%).°

The trends for women are similar. From 1977 to 1996,
the expected working-life tables show that the years in
retirement for women increased from 16.4 to 20.6,

Chart M Since the mid-1990s, decreasing
proportion of total life expectancy
spent in retirement starting at
age 50

%
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Source: Statistics Canada, Labour Force Survey, 1977 to 2008.
]
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and the years in retirement as a percentage of total life
expectancy starting at age 50 increased from 53% to
63%. The years in retirement then fell to 19 years in
2008, or 55% of total life expectancy at age 50, which
is comparable to the 1977 number.

For both men and women, the expected working-life
tables show that the expected length of retirement, in
absolute terms, has stabilized after a sharp increase
between 1977 and the mid-1990s. That relative stabil-
ity, combined with an increase in life expectancy at
age 50, has increased the percentage of years spent
working after age 50 over the last 15 years or so. Since
the trend to delayed retirement was well-established
before the recent financial crisis and economic down-
turn, it cannot be viewed as a direct consequence of
these events.

Decreased hours of work for men
50 and over

The longer working life of older workers may offset
some of the economic impacts of aging. However,
hours of work must be considered, since the number
of hours worked generally declines with age. In the
absence of a productivity increase, the full effect of
longer working life on economic growth could be
offset by shorter hours of work for older workers.

As the employment rate of men 55 and over increased,
their regular hours of work decreased (charts N and
0O). In 1997, men 55 and over worked an average of
40.1 hours per week, compared to 38.6 hours per
week in 2010." The decrease occurred mainly in the
55-to-64 age group, with no significant decrease in
older groups. The decrease affected mostly full-time
workers, who worked an average of 1.4 fewer hours
per week, while part-time workers added 0.6 hours
per week.

Despite the increased incidence of part-time work
among men 55 and over (from 14.3% to 15.9%
between 1997 and 2010), the employment growth was
largely the result of an increase in full-time employ-
ment which represented 5 out of 6 new jobs.

The employment rate increase (which is partly due to
delaying retirement) has had a marked effect on total
annual hours of work for older men, which have
increased by 87% since 1997. If the employment rate
had not risen, the hours would have increased by
51%." Therefore the slight decrease in average weekly
hours was not sufficient to offset a large portion of
the increase in annual hours.
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Chart N Growing employment rate of
individuals 55 and over
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Chart O Average number of working hours
getting shorter for men but longer
for women
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* The differences between the 1997 and 2010 employment rates
and average number of weekly working hours by age group are
statistically significant at the 0.05 threshold.

Source: Statistics Canada, Labour Force Survey, 1997 and 2010.

The shortening of the average work week for men is
mainly the result of a change in the composition of the
male labour force. Specifically, the transition of older
workers from primary and manufacturing industries,
which traditionally entail relatively long hours of work,
to business, construction, and professional, scientific
and technical services, which have relatively shorter
hours of work, is a key reason for the decrease in hours
(accounting for between 37% and 44% of the
change).!?

Statistics Canada — Winter 2011

* The differences between the 1997 and 2010 employment rates
and average weekly working hours by age group are statistically
significant at the 0.05 threshold.

Source: Statistics Canada, Labour Force Survey, 1997 and 2010.

Increased average hours of work
for women

In addition to increased employment, the average
work week lengthened slightly for women, from
31.4 hours in 1997 to 31.9 hours in 2010. Unlike men,
the positive effect of women’s increased employment
is amplified by the longer average work week. The
number of female workers 55 and over grew by 160%
between 1997 and 2010. Assuming that their 2010
average work week was maintained throughout the
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year, women’s average annual hours increased slightly
more (164%) than the number of women. If the
employment rate and average work week had
remained at 1997 levels, the increase in annual hours
would only have been 44%.

Women’s increased hours of work are the result of an
increased rate of full-time work despite a shortening
of the work week of full-time workers from
40.2 hours to 38.8 hours. In contrast, the work week
of women in part-time jobs increased from 15.7 hours
to 17.0 hours.

Among women 55 and over, the distribution by
occupation and industry remained relatively stable
between 1997 and 2010, such that this factor did not
significantly contribute to the increase in their average
hours of work.

Conclusion

Baby boomers have played a large part in changes to
the Canadian labour market over the last 30 years and
their impact will likely continue to be felt for years to
come. The aging of the boomer generation and its
transition to retirement will have a major impact on
the labour market and the overall economy.

In fact, some of the changes are well under way. Since
the early 1980s, workers 55 and over have represented
an increasingly large part of the total population while
the potential capacity to replace older workers has been
decreasing. In 1991, the ratio of young worker (25 to
34) to those nearing retirement (55 and over) was 3.1;
in 2010, it was 1.3.

An important trend in recent years for both men and
women has been the growth in the employment rate
of people 55 and over. This growth could mitigate
certain anticipated effects of population aging. For
men, the growth represents a reversal of a previous
trend, since their employment rate was falling between
1976 and 1997. For women, the growth is the con-
tinuation of a trend. From 1997 to 2010, the employ-
ment rate of men 55 and over grew from 30.5% to
39.4%, and that of women grew from 15.8% to
28.6%.

This strong growth seems at odds with the stability of
the average retirement age since 2004. The average
retitement age has remained at approximately 62 for
close to 7 years. As an indicator, it has a number of
limitations and may misrepresent retirement trends. In

14 / Perspectives on Labour and Income

order to address these shortcomings, the expected
working life was calculated using a method similar to
that used for calculating life expectancy.

This approach makes it possible to calculate the
number of years a 50-year-old Canadian can expect to
work before retiring if he or she were subject to the
retirement rates for a given year as they aged.

The working-life tables indicate a significant increase
in delayed retirement starting in the mid-1990s.
Expected working life was even higher in 2008 than in
1977. It was about 14 years for men and women in
1977, compared to 16 years in 2008.

The recent trend to delayed retirement also stabilized
the expected length of retirement. The working-life
tables show that the expected length of retirement
increased from 1977 to the mid-1990s and has since
remained relatively stable. The expected length of
retirement expressed as a percentage of total life
expectancy after age 50 was about the same in 2008 as
in 1977.

Although the 2008 financial crisis and economic
slowdown may have prompted some workers to
postpone their retirement, delayed retirement is far
from being a new trend. The results show that the
trend began in the mid-1990s, well before these events.

Delayed retirement could alleviate some of the eco-
nomic challenges of population aging. However, hours
of work must be considered, since a drop in average
weekly hours could partly offset the impact of an
increased expected work life on annual hours and
economic growth. In fact, the average work week for
those 55 and over in 2010 was indeed 1 hour shorter
than in 1997.

Despite this drop, annual working hours for those
55 and over increased by 87% since 1997. If the
employment rate had remained at its 1997 level, the
increase would have been 48%. Therefore delayed
retirement, measured by the working-life tables, has
had a large positive impact on total annual hours
despite the decrease in average weekly hours.

H Notes

1. Mintz (2009) states that 1 in 5 Canadians fails to
accumulate enough savings to replace 90% or more of
his/her pre-retitement expenses. The propotrtion is even
greater for low- and average-income earners.
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2. Only starting in 1997 was this question asked of people
who had been temporarily laid off.

3. Here, and elsewhere in the text, ‘expected working life’ is
used instead of ‘pre-retirement expected working life’ for
readability. In theory, working life can end for reasons
other than retirement. However, this article considers
only termination of employment after age 50 as a result
of retitement or death.

4. Like the life-expectancy calculation, which gives an idea of
the number of years a person has left to live if the
mortality rate in a given year applies throughout that
person’s life, the expected working-life tables make it
possible to calculate the number of years a 50-year-old
Canadian can expect to work before retiring if the
retirement rates in a given year prevail into the future.

5. For purposes of comparison, 50 was subtracted from the
average retirement age and the number thus derived was
compared to the expected working life at age 50.

6. This result is also partly attributable to the lower death
rate.

7. 'This is a comparison between a 50-year-old Canadian
under the 1977 retirement rate at each age and a 50-year-
old Canadian under the 1994 retirement rate at each age.

8. Using the average retirement age, the expected length of
retirement increased from 10 years to 18.3 years in the
same period. Both indicators show a sizeable increase in
the expected length of retirement after age 50, however,
the increase is noticeably greater using the average retire-
ment age because it has a number of limitations, as
mentioned earlier.

9. Using the average retirement age, the increases went from
39% in 1977, to 57% in 1994 and to approximately 59%
in 2008.

10. This comparison is between 1997 and 2010, and not 2008
or 2007. Even though, in 2010, a number of population
groups had not completely recovered the losses incurred
during the 2008 recession, those 55 and over were less
affected by the slowdown, and in 2010 men and women
in that age group had employment rates that were greater
than those in 2008 (39.4% versus 38.6% for men and
28.6% versus 27.3% for women). The employment rates
of those 55 and over were greater in 2010 than in 2007.

11. The number of workers 55 and over increased by 95%
between 1997 and 2010. Assuming that men maintained
the annual average of weekly hours worked in 2010, week
by week, their average annual hours would have increased
slightly less (87%) than the number of workers. The
increase in overall annual hours is slightly less than the
increase in the number of workers. The LFS does not
include annual hours. To obtain annual hours, the
annual average of the weekly hours worked was multi-
plied by 52.

Statistics Canada — Winter 2011

Delayed retirement: A new trend?

12. This is the result of an Oaxaca decomposition. Demo-
graphic variables were used in the regressions (age, age
squared, education, province of residence, whether the
person resided in a CMA, and marital status) as well as
labour market vatiables (industry, occupation, length of
employment, company size, unionization, whether the
person was a part-time or full-time employee, and houtly
wage).
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