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“Unions and membership-based groups have a number of advantages as spon-
sors of retirement arrangements: They have the trust of their members, they have 
scale, they have longevity as organizations, and they tend to be organizations that 
members stay with for longer periods of time,” says Alex Mazer, founding partner 
at Common Wealth in Toronto, Ontario. Mazer presented “Retirement Security for 
Lower- and Moderate-Income Earners” at the 2018 Canadian Legal and Legislative 
Update. He spoke with editor Robbie Hartman, CEBS, about steps organizations can 
take to improve retirement plans—for the benefit of members and the organizations 
themselves.

How would you define lower- and 
moderate-income workers who are 
struggling with retirement insecurity?

We would define these individuals as having a 
reasonable likelihood of qualifying for the Guar-
anteed Income Supplement (GIS). One way of 
measuring this is if people make less than 
$50,000 a year and have no workplace pension. 
Another way to define this group is people who 
have enough money to save but can’t afford to 
save as much as they might through a traditional 
public sector pension. They aren’t considered 
middle class, but they aren’t necessarily poor. 
They can meet their day-to-day expenses, and 
they have an aspiration to save, but they struggle 
to save through traditional means and often 
don’t have access to a workplace retirement plan.

What are some common myths when it 
comes to retirement insecurity?

One of the myths is that lower- and moderate-
income people don’t need to save because they 
will be able to rely solely on government benefits 
when they retire. It’s true that the lowest income 
Canadians will likely be able to maintain a very 
meager standard of living in retirement because 
we have a fairly robust system of benefits with the 
Canada Pension Plan (CPP), Old Age Security 
(OAS) and GIS, but there is a group of people be-
tween the very lowest income and middle class 
who, when you look at the data, are likely to ex-

perience a material decline in standard of living 
unless they are able to save for retirement. An-
other myth is that low-income people can’t save 
and aren’t interested in saving. When you look at 
the numbers, people are willing and able to save 
when presented with trustworthy options that 
meet their needs. A good example of a program 
that has fairly high take-up rates and is targeted 
toward low- and moderate-income people would 
be the NEST program in the United Kingdom, 
where opt-out rates have been really low despite 
the fact that people have the ability to opt out af-
ter being automatically enrolled.

What role does GIS clawback play in 
retirement savings? 

Any income you take in retirement from ei-
ther the CPP, a registered pension plan, or a 
Registered Retirement Savings Plan (RRSP) is 
subject to a 50% or more clawback of your GIS, 
and that applies to roughly a third of Canadians 
who qualify for GIS. That means a person with 
lower or moderate income can actually end up 
with less retirement income than they saved in 
the first place, net, once you factor in the claw-
back. So it can have a very regressive effect for 
people who are trying to save and are already 
struggling to save. That’s why it’s recommended 
by experts that low- and moderate-income peo-
ple should save through a Tax-Free Savings Ac-
count (TFSA).
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Can you describe the impact of mutual fund fees 
on retirement savings?

High fees can significantly eat away at people’s retirement 
security. They can eat up a third or more of retirement sav-
ings if people pay even average mutual fund fees, which are 
about 2%, over a lifetime. That effect is even more significant 
given that most people are projecting lower returns in the 
future, meaning the impact of fees could be even higher. 
Canada, by some measures, has the highest mutual fund fees 
in the world. There has been some trend toward lower fees 
and the adoption of exchange-traded funds and index funds. 
But Canada, especially compared with the United States, has 
been much slower to make that shift. In part, that’s the result 
of a relatively weak consumer financial protection regime 
and a fairly uncompetitive financial services sector with a 
relatively small number of players.

What can unions and other organizations do to 
increase retirement security for workers? Beyond 
helping employees, what are some of the benefits 
for the organizations themselves?

The opportunity for unions and membership-based orga-
nizations is to try to fill some of the gap that has been left by 
employers shifting away from traditional defined benefit 
plans or in some cases eliminating retirement plans alto-
gether. In our experience, 20% or more of union members do 
not have access to a retirement plan through their work. So a 
union-sponsored vehicle of some kind that’s high-quality 
and governed in the best interest of members can be an area 
where a union can add a lot of value for its membership. And 
it also can be used as a source of growth for that union to at-
tract new members, to organize and potentially to retain 
members as part of that union community.

What design features would you recommend as a 
starting point for organizations?

One feature is to really focus on and understand the 
membership of the proposed plan—their income level, how 
they work, their broader financial lives. Another principle 
is to look at the evidence of what works. There’s a fair 
amount of data about the types of designs that can produce 
the best outcomes for members by getting the best retire-
ment income for every dollar of contribution. Some of the 
features that end up being important are good, fiduciary 

nonprofit governance. Overseeing the plan should be a 
board whose only job is to back the retirement security of 
members, while making sure the plan is run in a sustainable 
way. Another feature is having a low, reasonable cost. Also, 
the plan should stay with the member throughout the life 
cycle, not just during the accumulation phase, i.e., allowing 
the member to stay with the plan through the decumulation 
phase, and provide options for turning a nest egg into a 
stream of income. Another feature is integration with gov-
ernment benefits—being conscious of accounting for CPP, 
OAS and GIS taxes—to get the maximum bang for the 
buck. Another feature is around simplicity and curated 
choice. One of the problems with the defined contribution 
system is too much choice. When people are presented with 
a wide variety of investment choices, they tend to make 
suboptimal decisions and can feel overwhelmed. Organiza-
tions should minimize the degree of choice; have smart, de-
fault options that are professionally selected with fiduciary 
duty; and always look for ways to streamline that choice 
architecture for members. 

What would be some key takeaways from a 
program that has had success in increasing 
retirement security among workers?

Don’t forget about the employer. Even if you have a model 
that has been designed to make life easier for the employer—
in other words, if the employer doesn’t have to be a sponsor 
of the plan anymore but is more of a participating em-
ployer—you should still have conversations early on to meet 
their needs and make sure they are engaged. Make sure the 
conversation with the employer isn’t just about collective 
bargaining, which can be more adversarial. There’s a way for 
these types of plans, whether they are sponsored by unions 
or associations or sectors, to add value for employers. A lot 
of employers don’t necessarily want to be in the benefits or 
retirement business, but they do want to provide a high-
quality plan for their employees. Trying to create trust so that 
these plans can create value for employers and for workers is 
something to pay attention to very early on when building a 
new retirement plan.

Alex Mazer will be speaking about expanding access to re-
tirement security through innovations in plan design at the 
51st Annual Canadian Employee Benefits Conference. The 
conference takes place November 18-21 in Las Vegas, Nevada.




