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About the Healthcare of Ontario Pension Plan (HOOPP)

The Healthcare of Ontario Pension Plan (HOOPP) is one of the strongest and most stable
Canada-model defined benefit (DB) pension plans in Canada. Since 1960, HOOPP has been
helping Ontario's healthcare workers build the foundation for a financially secure retirement.

About the Behavioural Insights Team

The Behavioural Insights Team (BIT) is a global social purpose company that generates and
applies insights from behavioural science to inform policy, improve public services and deliver
results for citizens and society.
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Executive summary

Pensions are critical to financial security during retirement for many Canadians. Financial
security isn’t the only benefit of having a defined benefit (DB) pension plan, however. As
Canadians face compounding financial pressures following the COVID-19 pandemic, such as
housing shortages, rising interest rates, inflation and a strained healthcare system, the
Healthcare of Ontario Pension Plan (HOOPP) recognizes the need to understand how
pensions positively contribute to members' health and well-being, alongside the well-known
economic benefits.

This literature review is focused on how pensions may affect health and well-being for
pension recipients and their families. The purpose is to summarize key findings, identify gaps
in the literature and ultimately inform future research.

Research shows that pensions have a positive effect on mental health and well-being, can
increase life expectancy and can improve self-rated health. In addition, pensions may
positively affect the health and well-being of pension recipients' families by improving living
conditions, nutrition and ability to manage stress.

During retirement, pensions can support health and well-being by helping low-income
retirees meet their basic needs such as food and housing. We also found that pensions can
alleviate financial stress and increase positive emotions, which can, in turn, have positive
impacts on health and well-being. Alleviating the need to work after reaching benefits age
may also lead to better health, though this finding is highly context-dependent. Similarly,
having more free time and financial resources in retirement can increase engagement in
leisure activities and other health-promoting behaviours, which can lead to better health.

Before retirement, research suggests that anticipating having a steady retirement income can
reduce financial stress. Having a pension may even improve health and well-being through
increased job satisfaction, though the evidence is mixed. Further, having a pension may
prompt people to engage in financial planning for retirement, which may have positive
impacts on health and well-being later on.
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As we continue to gain a deeper understanding of the ways in which pensions impact the
health and well-being of retirees and their families, we are also excited about the potential for
new research to explore previously unchartered areas. Several gaps identified in the
literature can inform future research endeavours, such as: research conducted in Canada;
objective measures of physical health; differential effects of pension types; life stages (e.g.,
pre-retirement); health-promoting behaviours; and evidence on how to maximize or “unlock”
the potential benefits of pensions on health and well-being.

In the near term, there are opportunities to research pre-retirement members of Canadian
workplace pensions and build on existing research that establishes “reduced financial stress”
as a pathway for pensions to improve health and well-being. For example: Does increased
understanding and contemplation of one’s pension benefits reduce financial stress?

In the long term, establishing evidence on the effect of pensions across the lifespan will be
important to understand the full benefits of having a pension. For example: How does the
effect of any behaviour changes in response to pensions affect health over time (e.g., via
associated healthy lifestyle changes or health-promoting behaviours)? HOOPP will play an
important part in the continued research and innovation in this field. Uncovering new insights
will enhance the health and well-being of their own members and other Canadian pension
members.
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We have conceptualized the above evidence and research gaps across the life journey of a member who is part of a high quality, employer-provided
pension in Canada. This is not intended to be a comprehensive view, but it summarizes key potential pathways for pensions to impact health and

well-being.

Figure 1. Select pathways connecting pensions with health and well-being
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Introduction

HOOPP’s pension research has traditionally focused on demonstrating the macro and micro
economic benefits of pensions for workers, employers and governments. This paper explores
the effects of pensions on physical health, mental health and well-being’ more broadly (for
brevity, we refer to this broad range of outcomes as “health and well-being” below).

Economic benefits and health benefits are not entirely separate; good health has economic
benefits (e.g., individual productivity in the labour force and reduced healthcare spending,
particularly as the population ages). Post-COVID-19, Canadians are facing a variety of
compounding financial stressors—housing shortages, rising interest rates, inflation—with
assumed negative health impacts. HOOPP is interested in understanding how pensions can
play a positive role in supporting recipients’ health, in addition to the established economic
benefits.

The primary goal of this paper is to synthesize evidence on the health impacts of having a
pension. We begin with an overview of the research strategy we used to review the literature
and present the findings in four sections:

e Section 01 summarizes the effects of having a pension on health and well-being.

e Section 02 describes the potential mechanisms through which pensions exert these
effects on health and well-being.

e Section 03 focuses on gaps identified in the literature.

e Section 04 outlines directions for future research in this area.

Overview of pensions in Canada

What are workplace (or “group”) pension plans? Who is receiving them?

Workplace pension plans are provided by employers'. The two most common plans
include:

e Defined benefit pension plan (DBPP): Provides members with a predictable
stream of monthly income for the rest of their life when they retire. DBPP payouts
received in retirement are based on a formula that accounts for an employee’s
salary and years of service, paying a fixed income that is not tied to investment
performance.

e Defined contribution pension plan (DCPP): The amount of pension income the
member receives upon retirement is not guaranteed, but determined by, among
other things, the amount of contributions accumulated and the investment income
earned by the member in their individual retirement account.

Typically, employee and employer contribute to these plans. Defined benefit pension plans

"There are a variety of terms used to describe well-being, such as life satisfaction and subjective well-
being. For the purposes of this paper, we will use “well-being” to encapsulate these terms.

There are also pooled registration pension plans (PRPPs) for self-employed workers and those who
are not part of an employer-provided pension plan; this is not an area of focus for this paper.



et $BIT

Pension Plan

are the most common workplace pension plan in Canada, though they are on the decline
(along with workplace pension plan coverage overall)." DBPP members are mostly working
in the public sector and have a higher representation of women. Defined contribution
pension plan members mostly work in the private sector and skew toward men.? As
pension plan coverage decreases over time, uncovered workers are disproportionately
likely to be financially vulnerable Canadians, including lower-income people, women
outside the public sector, young people and new Canadians.?

What government programs are available? Who is receiving them?

Public pensions are provided by the government to those who meet the eligibility criteria. In
Canada, this includes universal benefits like the Canada Pension Plan (for those aged 60
years and older who have made at least one contribution to the CPP), Old Age Security
pension (for those aged 65 years and older who have lived in Canada for at least 10 years)
and a Guaranteed Income Supplement for low-income individuals. Public pensions vary by
country with different benefit levels, eligibility criteria, etc.

Pension type has implications for both pension and household wealth. As people
accumulate higher levels of pension wealth, it is increasingly likely to come from workplace
pensions.*

As we discuss the findings below, we will note whether the research is based on public
(government-provided) or workplace (“group”) pensions. The majority of the literature
focuses on public pensions. When we refer to “high-quality” pension plans, we are
generally referring to workplace pension plans that provide significant income security in
retirement and place less burden on individual savings and investments.

Research strategy

We conducted a non-systematic literature review of the evidence on how pensions affect
health and well-being. The primary research question guiding the review was:

What is the impact of having a high-quality pension on validated measures of health and
well-being?

We also reviewed the literature for evidence on how the quality of pensions influences those
outcomes and whether there are differential impacts on well-being for various groups of
people (i.e., equity considerations)".

Academic databases were searched for relevant peer-reviewed literature publications using
a set of search terms (see Appendix), which were iterated over time. Additional references
were identified through manual searches of reference lists. Publications were then screened
for applicability to the current project and entered into a database. Articles were prioritized for
in-depth review if they directly answered the research question(s) in a Canadian (or similar
cultural context), offered high-quality evidence relevant to the research questions but from a
different cultural context, and/or presented a unique contribution that would help answer
outstanding theoretical questions or help to better understand the evidence. Over 200

il Other sources of retirement income (e.g., Group RRSPs, RRSPs and other personal savings and
investments) are not examined in this paper.

v Differential effects due to pension quality have been highlighted as a research gap in Section 03;
equity considerations are flagged throughout this paper.


https://www.canada.ca/en/services/benefits/publicpensions/cpp.html
https://www.canada.ca/en/services/benefits/publicpensions/cpp/old-age-security.html
https://www.canada.ca/en/services/benefits/publicpensions/cpp/old-age-security/guaranteed-income-supplement.html
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articles, chapters and reports were considered in our initial search; more than 100 of these
sources are referenced in this document.

01/ What are the effects of having a pension on
health and well-being?

This section discusses key findings from the literature, including the direct effects of pensions
on mental health and well-being; the direct effects on physical health; and the indirect effects
on people associated with pension recipients.

Measuring health and well-being

Most research on health and well-being in the pension domain have used self-reported
data, typically from large national or multi-country surveys. The advantage of this approach
is that it provides large, nationally representative datasets that allow researchers to
estimate the effects of pension policy changes.

Research finds low agreement between self-reported hypertension and physiological
measures®’, and the conceptualization (and measurement) of mental health and well-
being may be limited. For example, measuring well-being with a single question about
perceived life satisfaction presents an incomplete picture of well-being"' and global
estimates (i.e., overall assessments of well-being of the type commonly used in pension
research) may be unduly influenced by a person’s emotional state at that moment,
although support for this is mixed.®

In the articles we reviewed, mental health and well-being have been measured in a variety
of ways, from validated diagnostic tools to single-question outcomes, which may limit the
comparability of the findings. Additionally, much of this research is international and reliant
on self-report data; people may conceptualize “good health” in different ways.

1.1 Pensions have a positive effect on mental health and well-being

Depression: Retirement benefits and pension income are generally associated with
decreases in depression.'" While there is no Canadian evidence, this finding is generally
consistent with the literature from the U.S. studying public pensions’, as well as from other

v There is evidence that self-report health data may be more accurate for some diseases than others
(Simpson et al., 2003). For example, in a single group of people, self-reported health data ranged from
highly accurate (e.g., for diabetes, cancer and stroke) to very low agreement (e.g., for arthritis, lung
disease and osteoporosis) when compared to objective measures.

VI It should be noted that single question measures of well-being have been validated and are
commonly used in the literature (Sandvick, Diener & Seidlitz, 1993).

Vi A minority of studies have failed to find a relationship between pension access and depression.
However, in some cases these studies may not suggest that the relationship between pension income
and mental health is absent, but instead may be moderated by other factors. For example, a recent
study from South Korea found that a public pension for low-income adults did not affect depression,
but research also suggests that this income does not meaningfully alleviate financial stress for
recipients (Kim, Lee & Kim 2020).
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countries and populations, such as China?, rural Mexico®, men in the Netherlands™, women
in the U.K." and Ukraine.?

Self-reported mental health: Research from Canada and the U.S." has found that public
pensions are associated with improvements in individuals’ ratings of their mental health, as
does research from other countries.'® The international research generally reports“' positive
effects on happiness'® and ratings of experiences of distress.'”

Suicide: There are few studies that link pensions to population-level health outcomes;
however, one study does suggest that access to pensions could decrease suicide—at least
among a portion of the population. DeSimone (2018) found that lowering the pension
eligibility age in the U.S. was associated with a 7-8 per cent decline in suicide, but only
among men.'®

Well-being: Pensions appear to have a positive effect on well-being. In Europe, researchers
have used data from the large, multi-country Survey of Health, Aging and Retirement in
Europe (SHARE) to show that pensions have a positive effect on well-being'®, while pension
insecurity (i.e., perceived likelihood of the government reducing benefits or raising eligibility
age) has the opposite effect.?°

There is some evidence that the well-being effects vary over time, with two South African
studies showing that pension eligibility is associated with increases in well-being, but this
decreases over time.2! Both studies reported similar patterns in well-being, though the more
recent data collection found a much less pronounced pattern than the first study.

Beyond the effect of pensions themselves, there is evidence that the magnitude of pension
benefits affects well-being. For example, studies from Japan and Ukraine report that higher
pension incomes are associated with improvements in well-being, even after controlling for
SES, physical health and lifestyle factors.?? At a minimum, having a sufficient income is
important for retirees to maintain (or improve on) well-being in retirement, as compared to
their pre-retirement years.?3

There are also several studies that imply a more complex relationship between pensions and
well-being (e.g., to have a positive impact on well-being, pension benefits must be sufficiently
generous and non-stigmatizing).*

Vi One exception is Shin’s (2018) analysis of 61 countries which found no relationship between
pensions and happiness, although there may be potential confounds that are unaccounted for in these
comparisons.

X For instance, research from South Korea found that a public pension for low-income seniors had a
negative relationship with self-reported happiness. The author posited that these findings could be
explained by the insufficient benefit amount and stigma related to the means-testing required to
receive the benefit. Subsequent research on an expanded public pension benefit (which doubled the
benefit amount and replaced means-testing) found positive effects on well-being as measured by
financial satisfaction and quality of life.

10
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Pensions, mental health and well-being: differential effects and caveats

Gender

Some research suggests that the benefits to mental health and well-being differ by gender
and do not always follow the same pattern.* (Although some Canadian studies?*, as well as
others, found no significant gender differences ?°, suggesting context matters.) Across
countries, women generally report worse mental health and lower well-being than men
across the lifespan? and higher levels of poverty in old age?’, which may create
differences in the health and well-being effects of pensions. There is some evidence that
increases in pension income are more beneficial for women (e.g., lower probability of a
mental health diagnosis) because the relative boost in income is larger.?®

The factors that mediate the benefits of pensions on health also appear to differ for men
and women. Canadian research has found that family support plays a larger role in
mediating financial stress for women than men.?° Research in other countries also finds
differences in the variables that predict well-being. For example, South African research
finds marital status and household composition are important for women but not men3°,
while American research finds pension characteristics, income and wealth are significant
for men but not women.®' Although the specifics vary, the persistence of gender
differences across countries suggests that social factors related to gender (e.g.,
differences in employment, education and caretaking roles) play a role in determining the
benefits of pensions.

Occupation and income

Mental health and well-being health effects also appear to differ by pre-retirement
occupation and income. For example, a U.K. study found that the health effects of
increasing the pension eligibility age for women differed by profession, with women in
lower-income occupations disproportionately experiencing negative health effects.>?

Pre-retirement occupation and work history is affected by social and cultural factors such
as immigration status, systemic barriers (e.g., access to funding for education) and labour
market discrimination. In Canada, this means that some people are less likely to have
pensions (e.g., new Canadians) or to benefit from high-quality pensions (e.g., women
outside of the public sector)®, contributing to health inequities. A Canadian study found
differences in poverty and access to pensions between people who had immigrated
compared to those who were born in Canada. These differences disappeared or became
less pronounced once demographic and socio-economic factors were considered.?* The
authors suggested, at least in part, that racial inequalities in the labour market could
account for differences in employment and subsequent access to pensions.

X The pension literature has generally considered gender as binary. This is a significant gap, as other
research points to disparities in health outcomes for non-binary individuals as well as employment
discrimination, all of which could impact both access to pensions and their potential benefits for
beneficiaries.

11
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1.2 Pensions can increase life expectancy and improve self-rated health

Life expectancy: An analysis of 18 high-income countries concluded that more generous
public pension policies are associated with increased life expectancy both at birth and at age
65.%° For example, research from South Africa found that earlier access to pension
decreased deaths among 60-year-old men by 5 per cent over a six-year period.*®

Physical health: There is considerable evidence that pensions improve self-reported
health.?” Evidence that uses objective measures of health (e.g., physiological, clinical or
administrative data) is somewhat weaker, with some studies failing to find any effects and
many reporting mixed findings.3®

Differences in how health is assessed may partially explain the mixed findings regarding
physical health, as measures may not be comparable between studies and within studies.
Additionally, the specific drivers of health may not be clear depending on what has been
used.*® For instance, a longitudinal study from South Africa found that pension eligibility was
associated with better health when using a composite measure that included self-report and
objective measures.*® Once the researchers looked at the measures individually, they found
that the effects were driven by improvements in self-rated disability (i.e., reduction in the
number of limitations in daily activities); other factors, such as self-rated health, mental
health, walking speed and grip strength had no relationship to pension.

1.3 Pensions may positively affect the health and well-being of pension
recipients’ families

Pensions don’t just benefit the health and well-being of individuals; they can also have a far-
reaching impact on the health and well-being of those who depend on them (e.g., spouses,
caregivers, adult children and grandchildren).

There is international evidence that pensions convey health benefits for entire households
via improved living conditions (e.g., sanitation*'), increased access to food and better
nutrition*2and ability to manage stressors.** For example, in a South African study, children
who lived in pension-eligible households were taller than their counterparts, reflecting
improvements in nutrition.**

12
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02/ How do pensions affect physical and mental
health and well-being?

This section discusses the potential pathways through which pensions may affect health and
well-being. This includes proposed mechanisms during retirement, such as helping
individuals meet their basic needs (e.g., food and housing security, access to medical
care), reducing financial stress, reducing the need to work, and facilitating social and
health promoting activities (e.g., exercise and leisure). This section also discusses
proposed mechanisms through which pensions may benefit health and well-being prior to
retirement, including benefits related to anticipating a pension, increased job satisfaction,
increased leisure consumption and retirement planning.

2.1 Health effects of pensions in retirement

Alleviating financial stress and increasing positive emotions

Pensions and financial stress: Pensions provide financial security and appear to alleviate
financial stress.*® Research has found that the positive effects that pensions have on clinical
measures of mental health and well-being are moderated by income and improved
satisfaction with finances.*® In addition, higher pension income is associated with
improvements in well-being, even after controlling for factors such as leisure, consumption
and physical health.%” This is supported by research from Singapore on early access to
public pensions, which found increases in self-reported health and well-being (measured by
economic satisfaction); however, no increase in consumption was found, suggesting that
these effects may be due to decreased financial stress.?

The relationship between pension income, financial stress, well-being and health is complex
and reciprocal. For instance, pensions can improve health and well-being for recipients, and
in turn, better health may enhance the positive effects of pensions on well-being by
facilitating participation in social and health-activities. There is also evidence that improved
mental health and well-being (e.g., resulting from decreased financial stress) can improve
physical health.*®

Levels of financial stress are not felt equally between groups (e.g., people in specific
occupations or who live in single households). In fact, research generally finds that the health
benefits of pensions are greater for disadvantaged groups. In an Australian study, women
reported less stress and better mental health when they were eligible for public pensions.
These effects were larger for women in strenuous jobs and with less formal education.®°

Financial stress and health: There is substantial evidence that stress is bad for health.®
Financial stressors (e.g., debt stress) in particular are associated with a range of negative
health and well-being outcomes. Relief of financial stress is a central way that scholars
suggest pensions exert positive effects on health and well-being.*? As financial stress
disproportionately affects some groups (e.g., women, people who are separated or divorced,
and low-income households®?®), pensions may be one way to reduce health inequity.

Self-reported health: Financial stress has a negative effect on self-reported health, and the
negative effects are larger the more debt stress is reported.*

13
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Inflammation: Chronic inflammation has been implicated as an important cause of diseases
like cancer, heart disease, diabetes and neurodegenerative disorders.%® Financial stress is
associated with increased inflammation, although individual and situational factors, such as
interpersonal stressors and social status, affect this relationship.%® Generally, positive
emotions seem to facilitate better health, and researchers suggest that positive emotions
may be the best predictors of inflammation and serve a protective function. They suggest
that the association between inflammation and negative states, such as depression, is
explained by a reduction in positive feelings rather than an increase in negative ones.%’

Mental health and well-being: Financial stress is associated with poor mental health and
well-being. An Ontario study reported that debt stress was associated with greater self-
reported psychological distress and poor mental health.%® Other research supports this
relationship, finding that life satisfaction is mediated by financial stress.*®

Social and interpersonal domains: There is evidence that financial stress increases
interpersonal stress.® Interpersonal stressors both contribute to the negative health effects
of financial stress, as well as create additional difficulties, such as removing protective
support systems.®’

Alleviating the need to work after reaching benefits age

Multiple studies report that a delay or decrease in pension benefits is associated with people
continuing to work longer or returning to the workforce after retiring.6? Pensions can alleviate
the need to work, which could convey health benefits such as decrease in work-related
stress, increased sleep and time to engage in health-promoting behaviours like exercise.®?

The literature on the health effects of retirement is mixed and difficult to compareX, but many
studies that are able to assess causality find that retirement either has positive or no effects
on health®, including research from Canada.®® Conversely, continuing to work has been
associated with decreased mortality compared to those who retire “on time”®®; although other
scholars find no differences in mortality between these groups.®’

Some research finds that retirement is associated with negative changes in health outcomes,
such as depression*' and self-rated physical and mental health®. These effects appear
larger for some groups, such as people who work in blue-collar and manual-labour
positions.®® Individuals in these positions may have less control over when they retire (e.g.,
workers with less education have higher rates of involuntary job separations) and may be
less able to plan and/or save for retirement.”

Notably, Sahlgren’s (2012) study of retirement in 11 European countries suggests that the
health and well-being effects of retirement may change over time. This analysis found some
evidence for health benefits in the short-term, as well as strong evidence for negative health
effects of retirement over time. Findings suggest that contextual and individual factors are

X For instance, Nishimura et al. (2018) show that using different estimation models produces different
results.

Xil Kolodziej, 2011; A Canadian study found no statistically significant effects of retirement on
depression but noted that these non-significant effects were large and suggestive of negative effects
on mental health (i.e., increases in depression; Latif, 2013).

14
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important.¥ The health effects of retirement may depend on the type of work an individual
does, whether they have chosen to continue working or whether they were compelled to stop
working due to financial need or health status. For example, a study of 16 European
countries found that people who continued to work past benefits age were healthier than their
fully retired counterparts; however, they were also more likely to be self-employed, work in
advantaged occupational positions and report better conditions (i.e., less stress) than their
pre-retirement work.”' These health benefits are unlikely to be shared by people who
continue in physically demanding roles.

Similarly, longitudinal research from Europe finds that retirement appears to increase the risk
of poverty and depression. After controlling for factors like country and gender-specific
eligibility ages, however, the results suggest that retirement, at least among those who have
pensions, provides protection against poverty and depression.”?

Leisure activities and health-promoting behaviours during retirement

Leisure consumption during retirement has been linked to both financial well-being” and
health-promoting behaviours. Factors like exercise and healthy diet appear to be key factors
in determining the effects of retirement on health.” Subjective financial stability (which
pensions may contribute to) is associated with a richer social life in retirement, which in turn
benefits health and well-being.”

Some evidence suggests that pensions may improve mental and physical health via social
factors and health behaviours’®, but the causal direction and mechanism are unclear. In
support of pensions, an Australian study found that pension eligibility was associated with
increases in health-promoting behaviours, social and community activities (e.g., sports clubs)
and leisure pursuits (e.g., hobbies).”” Other studies looking at retirement in general have not
found any changes in these same measures (see Bounty & Waidman, 2007). Overall, the
literature hints at the positive role of pension income on health-promoting behaviours, but
more research is needed before conclusions can be drawn.

Helping low-income retirees meet their basic needs

Pension income can help low-income retirees meet their basic needs, which is a necessary
foundation for good physical health, mental health and well-being. A sufficient income can
alleviate food insecurity, support housing and enable purchase of medications or medical
devices and services.

In general, a higher income in retirement, including higher pension income, is associated with
better health and well-being.”® Pension income is particularly important for low-income
retirees who may not have sufficient income from other sources (e.g., private savings and
investments), and for whom this represents an increase in income relative to pre-retirement.
For instance, there is evidence that for some low-income Canadians, receiving a public
pension is associated with an increased exit from poverty’®, a finding that appears to be true
across countries (e.qg., literature from Australia®, Brazil®!, Columbia and Peru®?, and South
Africa’?).

Xit The authors also noted that the studies were not directly comparable due to differences in how
health, mental health and well-being were measured.

15
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Food and housing insecurity: An estimated 2.4 per cent of older adults in Canada
experience food insecurity, and national survey data suggests that income is the strongest
predictor of food insecurity.®* Food insecurity is associated with poor physical health,
including an increased risk of chronic conditions such as cardiovascular disease, and a
higher likelihood of mortality from these conditions.® Food insecurity has also been linked to
worse mental health.® In a study of pre-retirement Canadian adults, food insecurity was
associated with poor mental health measured by self-reported depressive thoughts, a
diagnosis of anxiety or mood disorder, mental health status and suicidal thoughts in the past
year.®”

Housing insecurity is related to poor health and well-being outcomes, such as lower self-
rated health, increased distress and poor sleep.® It is also associated with behaviours that
can be detrimental to health, such as delaying visits to medical professionals®. This
suggests that insufficient income negatively affects health through multiple channels.

There is evidence that pension income can alleviate food insecurity.® A study of Canadian
low-income seniors living alone found that pensions were the most common source of
income and represented an increase in income that was associated with a 50 per cent
decline in food insecurity.®! One study of older women in Australia also found that pension
eligibility was associated with improvements in ratings of financial hardships, including the
inability to pay rent.®2

Access to medical care and medicine: Pension income could potentially impact health by
improved healthcare use; people with better financial security in retirement may have more
time and money to visit medical professionals and follow their advice (e.g., ability to purchase
medications, attend physiotherapy, etc.). There are a few studies examining healthcare use
and pensions that report both no effects (e.g., in Sweden®) and positive effects (e.g., in
South Africa®, and to a lesser extent, South Korea®®) when looking at public pensions.

A potential reason for this weakness in the literature is that pension income must be
sufficient to afford services or “make enough of a difference” to income that it impacts
behaviour. Research from China supports this; for example, when pension income was too
low, healthcare visits decreased, but above a certain amount, visits increased.® There is
also evidence that the regularity of pension income can make a difference in healthcare
spending. A Mexican study comparing communities who received pension payments monthly
or every other month found that spending on health care (and subsequently health)
increased for women who received the monthly payments, but no such increases were seen
in the other community.®’

Further, improved healthcare use is difficult to define. Increased healthcare use, for example,
may facilitate better health, but it also may be a sign of worse health. For instance, in a South
Korean study, households that did not have public pensions spent more on medical services
and medicines compared to those that did. In addition, at least one study found that
increased healthcare use and treatment for hypertension was not associated with better
management of the disease®, pointing to the importance of considering the effect of multiple
factors on health.®®
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2.2 Health effects of pensions pre-retirement

Anticipating receiving a pension

Anticipating receiving pension benefits, or an increase in those benefits, could have positive
effects on health and well-being, although there is limited research and mixed findings on this
topic. For example, anticipating that one will have a steady retirement income could reduce
financial stress and improve well-being prior to retirement. Consistent with this proposed
mechanism, a study on pension reform in Chile found that for low-income individuals, an
increase in expected pension wealth significantly reduced the likelihood of feeling stressed
and depressed.'® Other research from South Africa, however, reports no evidence of an
anticipatory effect on well-being. These studies may not be directly comparable as the
relative levels of anticipated benefits may be substantially different. In the Chilean study,
benefits may be partially due to the unanticipated positive change.

Pensions may also contribute to positive attitudes toward retirement, such as decreased
worry about the future. A U.S. study of older pre-retirement workers found that people who
expected a pension felt more favourably toward retirement.’®" As discussed above,
increasing positive feelings and attitudes may be important avenues through which pensions
indirectly affect health and well-being, as positive emotions are thought to play an important
role in determining health outcomes. %

Increased job satisfaction

Job satisfaction is an important contributor to health and well-being, with health effects that
may long outlast the job itself.'% A meta-analysis found that job satisfaction was positively
and strongly related to mental health outcomes (e.g., depression and anxiety) and modestly
related to self-reported physical health.'®* Workplace pensions may be seen as a “fringe
benefit” and increase job satisfaction and retention for employees for whom this is salient.%®

There is evidence that the employment environment influences whether pensions contribute
to job satisfaction. For instance, a Canadian study of employees in a public utility company
found a negative relationship between pension benefits accrual and job satisfaction. %
However, the employer had a history of conflict with the union that included issues related to
the pension benefit and worker security. Some workers that felt unable to leave their
positions had lower job satisfaction despite having higher pension accruals, suggesting that
other factors (e.g., perception of “golden handcuffs”) may play a larger role in determining job
satisfaction. Furthermore, how employers communicate about pension plans and how
employees perceive this is another important factor that mediates this relationship. When
employees perceive pension plans (i.e., the marginal quit costs) as a way for the employer to
control them, this perception is negatively related to effort and job performance, and vice
versa.'"’

Other research has examined the relationship between employer pension plans, job
satisfaction and mobility. Some scholars put forth that pension members experience
decreased mobility due to a loss of benefits associated with switching jobs.'® More recent
evidence suggests that decreased mobility may actually be explained by the fact that
employers who provide pensions also provide higher compensation ', more training and
additional incentives.'"®
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Financial planning

Planning for retirement conveys material benefits, such as increases to accumulated wealth
that can improve quality of life during retirement.’"" Retirement planning is also associated
with increased satisfaction and well-being during retirement."'? The potential benefits of
engaging in retirement planning during working life are uncertain, but one study evaluating
the impact of participation in retirement planning sessions reported increases in anticipated
financial satisfaction during retirement, and (for leisure planning) confidence regarding
transitioning to employment successfully. 3V

Other evidence suggests many individual and social factors affect retirement planning and
preparation', including evidence that anticipating a pension can influence savings
behaviours.'"® For example, research shows that when pension age is increased, people
compensate with private savings (if they are in a position to do so''®) even in workers as
young as 35 to 45 years old.""” There is little research on the role of pensions specifically,
but one Australian study found that defined benefits pensions were associated with less
retirement planning’®, and others have reported results consistent with this finding. For
example, a study comparing the Netherlands to the U.S. found that retirement planning was
less common in the Netherlands, a country in which defined benefits pensions are more
common.'"®

Xv More research is needed in this area; many scholars reference this one study (112) to support the
benefits of planning, but it used a very small sample of university employees, and the sampling
methods were unclear.

18



et $BIT

Pension Plan

03/ Gaps in the literature

This section provides an overview of key gaps in the literature, covering factors like
geography (e.g., Canadian evidence); measurement (e.g., studies that use objective
measures of physical health and expanded measurement of well-being); differential effects
of pension types (e.g., looking within workplace pensions, and across workplace and public
pensions); life stage (e.g., pre-retirement evidence on the health and well-being effects of
pensions); healthy behaviours (i.e., better understanding and establishing the relationship
between income security in retirement and health promoting behaviours); and evidence on
how to maximize the potential benefits of pensions on health and well-being.

3.1 Canadian evidence

Much of the research on pensions has been conducted in different countries, necessitating
researchers to compare between vastly different social and cultural contexts. More Canadian
research on the relationship between pensions, health and well-being is needed because:

e Attitudes and behaviours differ by country. For example, an experiment with soon-to-
be retired people in Australia and the Netherlands found country-specific differences
in motivations for savings.'?°

e Canada’s universal healthcare system differs from other countries, as does its public
pension programs. Access to healthcare and pension income benefits can impact
baseline levels of health and well-being across the whole population.

e (Canada is home to a diverse population, including sub-populations that are unique to
Canada (e.g., Indigenous peoples). Factors such as gender, socioeconomic status
and to a lesser extent, education and occupation, have been considered in the
pension literature. However, the findings are sometimes inconsistent, likely because
factors related to pension receipt and retirement are affected by individuals’ identities
(e.g., considering gender and race, or immigration status and occupation), as well as
the broader social context.

e Many of the studies found on the effects of pensions on family or household members
were conducted in countries with different cultural and social contexts than Canada
(e.g., where it may be more common for multiple generations to live in one household
or for households to pool their income), which limits the applicability of these findings
to Canadian pension members.

3.2 Studies that use objective measures of physical health and expanded
measurements of well-being

The pension literature has typically focused on a limited number of health outcomes, such as
depression and self-rated health, and limited conceptualizations of well-being, such as self-
rated happiness or satisfaction. This is largely due to the research designs that have been
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used (e.g., examining policy changes at the population level) and the nature of the available
datasets (e.g., large scale self-report surveys and panel data). There are some issues with
inconsistencies in self-reported physical and mental health compared to objective
measures'?', but in many cases they can still be accurate and useful. Similarly, the
scholarship on well-being highlights several key measurement concerns, including difficulty
knowing how to interpret subjective ratings and inconsistencies in ratings due to temporary
emotional states and desirability bias.'?? The literature recommends using a combination of
different measures and assessing multiple types of well-being (well-being, life experiences
and meaning) to generate a reliable assessment.

Research that explores the effects of pensions using objective health measures and
complementary measures of well-being would strengthen the evidence in this area.
Examples include physiological health measures and expanded indices of well-being.

3.3 Differential effects of pension types (within workplace pensions and
across workplace pensions and public pensions)

There is a relatively small amount of research differentiating the effects of different types of
pensions on retirement outcomes beyond income, and factors that may impact this
relationship (e.g., how pensions are administered) are relatively unexplored. In general,
anticipating a higher pension income and stability of retirement income are related to
increases in well-being during retirement. 23

Most of the literature that does compare between pensions focuses on defined benefit versus
defined contribution pensions. There is some evidence from the U.S. that defined benefit
pensions, which guarantee an annual pension amount in advance of retirement, are
associated with higher retirement satisfaction (a measure of well-being), as compared to
people with defined contribution pensions.'®* This is consistent with research from China that
found people whose pensions were guaranteed by the government (i.e., were more stable)
were happier.'?® This points to certainty—or the degree to which a person is confident they
will receive a specific, steady income in retirement—as a mechanism of interest in future
research.

The role of employer-provided pensions on health and well-being (in general and compared
with public pensions) is not well understood. Most research in this area has exploited
government policy changes to observe natural experiments, meaning the focus has typically
been on public pensions. Research that considers markers of pension quality in addition to
pension “type” (e.g., associated fees and costs, how investment decisions are made'?) is
needed to develop a fuller understanding of the health effects for members. For example,
what are the trade-offs for health and well-being if employees opt to spend money on leisure
in their working years (instead of saving), but later experience financial stress during
retirement because of a poorer quality pension?
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3.4 Pre-retirement evidence on the health effects of pensions

Our review found an overwhelming majority of research focused on health and well-being
during retirement; much less was found on the impacts during working years or at earlier life
stages. This is important as many health outcomes in later life are influenced by behaviours
earlier in life. This means that researchers may not be able to fully understand the health
effects of having a pension by looking only at health and well-being following (or close to)
retirement. For example, it may be beneficial to investigate:

e Lifestyle and leisure consumption prior to retirement: In general, leisure
consumption, and particularly active leisure, is associated with better health and
greater well-being across the lifespan.'?” Research that considers the role of
pensions and anticipated retirement security on lifestyle and consumption during
one’s working years is needed. For example, does knowing that you will receive
pension income in retirement change how you spend money earlier in life? If so, do
you spend it on health-promoting activities? Or conversely, does increased
disposable income during working years enable unhealthy behaviours, like smoking
and alcohol consumption?

e Employment decisions and job satisfaction: There is limited research on
employer-provided pensions, but there is some evidence to suggest that pensions
can affect how people feel about their work, which can have health implications.
Research looking at the role of pensions in job satisfaction and employment decisions
is needed. For example, does offering a pension influence a person’s decision to stay
in a particular job? How does that relate to well-being during working life?

e Certainty toward retirement: Certainty regarding one’s retirement income and
confidence about making the transition to retirement is good for well-being. Research
that considers factors influencing certainty—such as having a high-quality pension
plan (like a DB plan), and understanding how it works—in relation to well-being and
financial stress during working years is needed. For example, what is the effect of
knowing the “end date” of work, as enabled by pensions on health? What is the effect
of having a high-quality pension on stress and well-being, and is that effect mediated
by understanding?

3.5 Pre- and post-retirement evidence on health-promoting behaviours

Behaviour is an important component of cultivating and maintaining good health and well-
being in retirement. For example, behaviours like exercise, socializing, eating healthy food,
visiting the doctor and adhering to medical advice are all related to health. As discussed in
Section 02, pensions are linked to some behaviours, but the evidence is thin and the
relationship is not well understood (e.g., mixed findings on healthcare use).

Most studies that have looked at healthy behaviours have used research designs that exploit
policy changes to pension programs and compare similarly aged older adults who are close
to retirement but subject to different pension benefits. For example, an lItalian study found
that a pension reform that increased retirement age (i.e., delayed pension) increased health
promoting behaviours (i.e., more exercise, better diet, less smoking, less alcohol
consumption) among middle-aged men, resulting in improved physical health and health
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satisfaction prior to retirement.'? This is a promising place to start, but there are gaps. For
example, findings from these studies may not apply to younger workers—a subpopulation of
interest, as they have more time to adjust their lifestyle and health-promoting behaviours.

3.6 Evidence on how to maximize the potential benefits of pensions on
health and well-being

Pension research has typically been limited to the effects of benefit access, timing and
generosity. Factors related to how pension plans are administered may affect the relationship
between pensions, health and well-being. For pensions to increase well-being prior to
retirement, people first have to understand their pension, and then contemplate what it
means for their lifestyle pre- and post-retirement. However, there is evidence that many
people lack awareness and knowledge about their pensions.'?®

Future research could explore questions such as: When do people think about their
pensions? How can we encourage them to think about their pensions more regularly
(assuming that doing so conveys benefits)? How can pension plans use messaging to raise
awareness among their members? What are the health effects of doing so? Are there
specific ways of increasing the salience of a member’s pension that have the strongest
positive impact on health and well-being outcomes (e.g., prompts to reflect on how people
will spend time in retirement, or with whom, rather than traditional communications)?

Further research is also needed on the relationship between pensions, retirement planning,
and health and well-being. As mentioned in Section 02, people who plan for their retirement
tend to experience material and health benefits.'*® When a pension plan member initially
becomes eligible for a plan or experiences a change in their plan, there is a natural
opportunity for plan providers to prompt a broader retirement planning exercise. However, we
have not identified any research on how providers can most effectively and helpfully prompt
and enable broader retirement planning exercises.

A better understanding of these factors could provide a unique opportunity to maximize the
non-financial benefits of pensions.
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04/ Future directions

In the near-term, research on members of high-quality pensions in Canada at a pre-
retirement stage can prove to be valuable. Future studies opportunities can also build on
existing research that establishes “reduced financial stress” as a key pathway for pensions to
affect health and well-being. With this population and mechanism in mind, there may be
interest in examining questions like the following:

e To what extent does having a pension decrease financial stress and wellness during
the working years? Does this change over time?

e Does increased understanding and contemplation of one’s pension benefits reduce
financial stress?

e When are pension plans most salient to people? Can this be leveraged to increase
the benefits to health and well-being?

In the long term, establishing evidence on the effect of pensions across the lifespan will be
important to fully understand the benefits of having a pension:

e When do people make behavioural changes or start to experience the well-being
effects in response to having a pension? Are there specific events (e.g., increases to
benefits, life events) that act as catalysts for these effects?

e How does the effect of any behaviour changes in response to pensions affect health
over time (e.qg., via lifestyle or health-promoting behaviours)?

e How do relevant social changes (e.g., recessions, changes in pension/other social
policies, pandemic, other financial shocks) interact with the health benefits of
pensions?

Longitudinal research designs are likely best suited to examine these questions.
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Appendix — Search terms

For the primary research questions, we used the following combinations of terms:

“pension” AND “physical health” OR “health”

“pension” AND “mental health”

“pension” AND “wellbeing” OR “well being” OR “well-being” OR “happiness”
“pension” AND “subjective wellbeing” OR “subjective well being”

OR “subjective well-being”

“financial security” OR “financial insecurity” AND “physical health” OR “health”
“financial security” OR “financial insecurity” AND “mental health”

“financial security” OR “financial insecurity” AND wellbeing OR “well being” OR “well-
being”

“financial security” AND “subjective wellbeing” OR “subjective well being”

OR “subjective well-being”

“financial shocks” AND “physical health” OR “health”

“financial shocks” AND “mental health”

“financial shocks” AND “wellbeing” OR “well being” OR “well-being” OR “happiness”
“financial shocks” AND “subjective wellbeing” OR “subjective well being”

OR “subjective well-being”

“‘pension” AND “health equity”

The search terms were refined as needed based on search results and identification of
relevant key terms.
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