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Who contributes to
RRSPs? A re-examination

Boris Palameta
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Women participate at higher
rates than men
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Chart A: Women participated in RRSPs at higher rates than men, in all income brackets.
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Having a PA is associated with a higher
participation rate only at low incomes
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Chart B: With PAs or not, women participated
in RRSPs at higher rates than men.

Participation rates do not always
increase with age
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Table: RRSP participation and
income, by age, 1999

Income
RRSP

participation < $20,000 $40,000 +

%

25 to 34 37.6 41.5 21.8
35 to 44 42.1 33.9 33.8
45 to 54 46.3 31.6 38.8
55 to 64 37.5 39.8 29.2

Source: PA/RRSP file
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Chart C: At high incomes, younger persons had higher participation rates.
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For each income bracket, the participation 
rate of persons 45 to 54 was used as the 
baseline. The rates for the other age groups 
are shown by how many percentage points 
they differ.

Source: PA/RRSP file, 1999
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This analysis complements the findings released in
Retirement Savings Through RPPs and RRSPs, 1999
(Statistics Canada, 2001b). The data originate from the
PA/RRSP fi le, a longitudinal f i le on the retirement
savings behaviour of each taxfiler since 1991. The analy-
sis is l imited to 1999 and uses a 2% sample of all
taxfilers.  Although some of the differences shown in this
article are quite small, they are confirmed by the full file.

Income: total income as reported on line 150 of the T1
income tax form. It includes income from all sources,
less losses from rental property and self-employment.

Earned income: the portion of total income that is used
to determine RRSP room.  It includes employment and
self-employment income, business and rental income,
and disabil ity payments (less employment expenses
such as union dues, and business and rental losses).

Pension adjustment (PA): For taxfilers whose employ-
ers provide a company pension plan, a PA is calculated
according to a formula prescribed by the Canada Cus-
toms and Revenue Agency. The PA varies according to
the amount contributed to the pension plan by the
employer and the employee.  The PA must be deducted
from RRSP room. The PA deduction allows people without
an employer-sponsored pension plan to make higher
RRSP contributions than people with the same income
whose employer provides a pension plan. For a small
number of high-earning employees, the PA is high enough
to wipe out their RRSP room entirely—these individu-
als are excluded from the study.

RRSP normal contribution: a contribution made within
the limit set by the taxfiler’s current RRSP room.  In rare
cases, such as some retiring allowance rollovers,
taxfilers are permitted to make contributions that exceed
their current RRSP room.  Such contributions are
excluded from this analysis.

RRSP participation rate: the percentage of taxfilers with
RRSP room who make an RRSP normal contribution.

RRSP room: the maximum RRSP contribution that can
be deducted from income (for income tax purposes).
RRSP room increases with earned income.  The maxi-
mum allowable annual new room is either a dollar amount
or 18% of earned income, whichever is lower.  In 1999,
the dollar amount was $13,500.  For those with an
employer-sponsored pension plan, new room is reduced
by the amount of the pension adjustment.  Since 1991,
any unused room can be carried over for use in
subsequent years.

Source: PA/RRSP file, 1999

Chart D: At incomes above $30,000, people
without PAs had higher participation rates.
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Source: PA/RRSP file, 1999
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Chart E: Except among 55 to 64 year-olds, those without PAs had higher
participation rates at incomes of $30,000 or more.
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Appendix: RRSP participation rates, 1999

All ages 25 - 34 35 - 44 45 - 54 55 - 64

Both Wo- Both Wo- Both Wo- Both Wo- Both Wo-
Income sexes men Men sexes men Men sexes men Men sexes men Men sexes men Men

%
All taxfilers

< $10,000 4.7 5.1 3.9 3.7 4.0 3.0 4.4 4.5 4.0 5.6 6.3 4.5 5.7 6.2 4.5

$10,000 - 19,999 20.6 22.7 17.3 18.8 20.5 16.5 19.5 20.6 17.5 23.6 26.7 18.5 21.7 25.3 17.0

$20,000 - 29,999 37.9 43.4 31.5 38.4 43.8 33.0 36.8 41.4 31.1 40.8 46.1 33.4 34.6 42.7 27.0

$30,000 - 39,999 53.3 59.0 48.4 56.0 61.3 51.7 52.3 56.2 48.7 54.7 61.3 48.1 48.0 56.4 42.3

$40,000 - 59,999 64.8 71.1 61.3 68.3 73.9 65.4 63.9 69.9 60.6 65.7 72.1 61.6 59.4 66.8 56.1

$60,000 - 79,999 75.6 80.4 73.9 80.5 85.3 79.0 75.7 81.0 73.8 74.6 80.5 72.4 72.6 73.5 72.3

$80,000 + 83.1 85.0 82.7 88.1 90.5 87.4 85.2 87.8 84.5 82.1 83.7 81.7 78.6 76.8 79.0

With a PA

< $10,000 8.4 9.3 6.3 7.4 7.5 10.4 11.5

$10,000 - 19,999 27.1 29.3 20.0 24.8 25.6 29.4 33.4

$20,000 - 29,999 41.0 44.5 33.0 41.6 38.6 41.7 45.7

$30,000 - 39,999 53.0 57.5 47.2 55.8 50.3 52.7 56.1

$40,000 - 59,999 63.9 70.0 60.0 67.7 61.5 63.7 65.7

$60,000 - 79,999 74.2 79.8 72.3 80.1 72.9 73.4 74.6

$80,000 + 79.6 84.1 78.6 87.4 81.3 78.1 75.6

Without a PA

< $10,000 4.6 4.9 3.9 3.6 4.3 5.5 5.6

$10,000 - 19,999 19.8 21.7 17.1 18.1 18.7 22.9 20.8

$20,000 - 29,999 36.7 42.8 31.2 37.3 36.0 40.4 32.1

$30,000 - 39,999 53.5 60.8 49.1 56.1 54.1 56.8 44.4

$40,000 - 59,999 66.2 73.3 63.1 69.0 68.1 69.8 54.6

$60,000 - 79,999 78.4 81.8 77.3 81.0 81.5 78.8 70.0

$80,000 + 86.4 85.7 86.6 88.6 88.6 86.6 81.0

Source: PA/RRSP file
Note: The overall RRSP participation rate in 1999 was 41.3%.
* See note 4.
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Liberal arts degrees and
the labour market
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The Survey of Labour and Income Dynamics, a lon-
gitudinal household survey, began in January 1993. Every
three years, approximately 15,000 households enter the
survey. Over a six-year period, each household completes
two detailed questionnaires annually, one on labour market
activity and another on income. The data used in this ar-
ticle are for five years, 1993 to 1997.

The study was limited to bachelor’s level graduates
who had obtained their degree by January 1, 1993. Of the
1,446 individuals, 59% were from humanities and social
sciences and the rest were from more applied programs.
The two groups are similar in a number of important
labour market variables, including age and years of work
experience (measured in full-year, full-time equivalents).
They differ sharply, however, in their proportions of men
and women, which has to be taken into account in mak-
ing labour market comparisons.

Information was collected on all jobs held during any
year, to a maximum of three jobs in 1993, and six in each
of the following years. In cases where jobs overlapped,
a main job was identified based on hours worked. In order
to focus on job transitions, the analysis was restricted to
main jobs for each of the 60 months. This yielded 1,174
jobs for the liberal arts and sciences group and 856 jobs
for the applied programs group.

Field of study for undergraduate degree uses
Statistic Canada’s standard classification.  Humanities and
social sciences comprises studies in education, recrea-
tion and counsell ing services; fine and applied arts;
humanities and related fields; and social science and
related fields. The applied programs group includes
commerce, management and business administration;
agriculture and biological sciences and technology;
engineering and applied sciences; engineering and applied
science technologies and trades; health professions,
science and technology; and mathematics and physical
sciences.

�������� ���� �����������
��

Personal: Own illness or disability (work or non-work
related), caring for own children or elder relatives, other
personal or family responsibilities, school, retirement.

Job-related: Found new job, poor pay, not enough or too
many hours, poor physical conditions, sexual harassment,
personnel conflict, work too stressful, to concentrate on
other job.

Involuntary: Company moved or went out of business,
seasonal nature of job, layoff/business non-seasonal
slowdown, labour dispute, dismissal by employer, tempo-
rary job/contract ended.

Other: Other, don’t know.
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Characteristics of graduates and their jobs
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Source: Survey of Labour and Income Dynamics, 1993-1997

Table 1: Personal and job characteristics

Applied
Humanities programs

Personal characteristics
Sample size 847 599
Mean age at January 1, 1993 37.3 38.4
Mean years of full-year, full-time

equivalent work experience 12.2 12.7
Proportion of women (%) 56.8 40.5

Job characteristics
Number of jobs in sample 1,174 856

Industry %
Educational services 23.4 6.8
Public administration 9.6 12.2
Trade 10.4 9.4
Professional, scientific and

technical services 9.2 16.6
Health care and social assistance 7.0 11.6
Information, culture and recreation 7.7 --
Finance, insurance, real estate

and leasing 10.1 11.6
Manufacturing -- 10.7
Other 22.6 21.2

Occupation
Management 14.3 17.8
Business, finance and administrative 23.6 19.9
Natural and applied sciences

and related -- 25.2
Health -- 11.8
Social science, education,

government and religion 30.1 --
Art, culture, recreation and sport 7.8 --
Sales and service 14.8 10.8
Other 9.5 14.5

Source: Survey of Labour and Income Dynamics, 1993-1997

Chart A: The wage advantage for applied programs graduates reversed for persons 45 and older.
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How do wage rates compare?
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Table 2: Wage equation estimates

Dependent Equation 1 Equation 2 Equation 3
variable: Applied
ln(wage) All programs Liberal arts programs

Constant 2.84 2.70 2.96
(0.030) (0.040) (0.044)

Humanities -0.095
(0.012)

Sex -0.115 -0.075 -0.156
(0.012) (0.015) (0.018)

Experience 0.0087 0.007 0.010
(0.001) (0.001) (0.001)

Job tenure 0.0008 0.001 0.0007
(0.0001) (0.0001) (0.0001)

R2 0.17 0.16 0.16

Source: Survey of Labour and Income Dynamics, 1993-1997
Note: Estimates for provincial dummy variables not reported.

(Standard errors in parentheses).

Chart B: Men from the humanities tended
to be unemployed longer than their

applied programs counterparts.

Source: Survey of Labour and Income Dynamics
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How do unemployment
experiences compare?
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Table 3: Incidence and duration
of unemployment

Humanities Applied programs

Men Women Men Women

Incidence
Spells per person 0.42 0.57 0.34 0.57

%
Proportion affected 22.1 32.4 20.1 29.8

0 spells 77.9 67.6 79.9 70.2
1 spell 11.3 18.6 11.2 18.4
2 spells 5.8 7.8 5.9 6.8
3 or more spells 5.0 6.0 2.9 4.6

weeks
Duration
Mean 16.3 15.3 15.4 21.9

%
Less than...
8 weeks 39.8 47.1 51.3 46.2
16 weeks 69.4 68.6 70.9 63.1
26 weeks 85.0 80.9 84.1 71.0
52 weeks 95.6 93.0 94.4 87.4

Source: Survey of Labour and Income Dynamics, 1993-1997
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Chart C: Young humanities graduates
were unemployed far longer.

Source: Survey of Labour and Income Dynamics
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Table 4: Job mobility

Humanities Applied programs

Men Women Men Women

Number of job transitions per person

All ages 0.76 0.68 0.70 0.65
Under 25 2.24 1.16 1.15 1.33
25 to 34 0.84 0.79 0.98 0.85
35 and over 0.57 0.46 0.45 0.31

%
Reason for job ending
Personal reasons 4.2 10.3 4.1 8.0
Job-related quits 25.4 18.3 30.8 12.5
Involuntary 22.9 23.1 17.3 11.9
Other 13.2 11.1 7.6 19.5
Not reported 34.3 37.2 40.2 48.1

Change in...
Industry 64.6 61.9 55.6 52.6
Occupation 64.6 60.5 55.4 51.6

Source: Survey of Labour and Income Dynamics, 1993-1997
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