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The Voluntary Retirement Savings Plan (VRSP) Act, adopted in Quebec in 2014, aimed to
encourage retirement savings among workers who did not have access to an employer-
sponsored plan. It relied on an automatic enrollment mechanism and, more importantly, on
a phased obligation for employers to offer a savings vehicle (companies with 20 or more
employees by the end of 2016, and those with 10 or more employees by the end of 2017).
Employers could choose to offer an existing savings vehicle or opt for the VRSP, a new,
simplified plan that is low-cost for savers. Aside from the mandatory aspect for employers—
fundamental to the reform—the VRSP is similar to the little-used Pooled Registered
Pension Plans introduced at the federal level and in most other provinces over the years.

Using anonymized tax data from 2011 to 2022, this paper analyzes whether the
introduction of the VRSP Act effectively increased registered savings—through the VRSP
itself but also through other available vehicles (such as RRSPs). The analysis compares
the post-reform evolution in Quebec to that in other Canadian provinces, to the pre-reform
period, and to groups not exposed to the reform. It therefore looks at the direct effect of the
new savings vehicle (savings in VRSPs) but also at the indirect effects (changes in savings
in other registered vehicles such as RRSPs or TFSAs).

Motivation



Compared to the “control groups,” the share of individuals contributing to a registered
savings account increased by about 4 percentage points in Quebec at the peak observed
in 2019. On average, after 2017, this increase is of approximately 3 percentage points.
The contribution rate to RRSPs (group and individual) and VRSPs increased by up to 0.6
percentage points of employment income (or about 15% relative to the 2013 savings
rate). On average after 2017, the increase is about 0.4 percentage points.
Including TFSA contributions, the net effect remains close to 0.4%, indicating limited
substitution between account types.
The effects of the reform are more pronounced among higher-income individuals (those
earning above the median). In 2019, the increase in the savings rate for this group was
more than twice that of individuals below the median income.
The results are valid according to the trends observed prior to the implementation of the
reform. They also suggest an additional effect through Registered Pension Plans.

Results

Change in contribution rate to registered savings (VRSP/RRSP and TFSA) in Quebec,
relative to the rest of Canada, to the year 2013, and to federally regulated sectors and

public administration (triple difference)



The implementation of the VRSP Act is associated with an increase in registered savings in
Quebec, both in terms of the share of contributors and the amounts contributed (as a
percentage of earnings). The overall effect remains positive even when accounting for
possible decreases in TFSA contributions. However, while statistically significant and
concentrated among higher-income workers—those more likely to need to save for
retirement—the impact remains limited relative to retirement income replacement goals.

Conclusion

We measure an increase in savings due to the VRSP Act, but it does not fundamentally
change retirement income prospects. To offset the decline in defined benefit pension plan
coverage and public pensions observed over the past 20 years, savings would need to rise
about four times more—i.e., a 2 percentage point increase—in savings to raise gross
income replacement rates by 10 percentage points, rather than the 2.5 observed so far.

A more systematic monitoring of employer-sponsored group plans could help maximize
worker coverage. Indeed, coverage is likely incomplete under the current complaint-based
enforcement system. To ensure a net increase in savings, lawmakers could also consider
mechanisms such as advance locking-in of contributions or automatic escalation clauses.

Finally, it is essential to provide workers—whether covered by a VRSP or another plan—
with quality financial education regarding the need (or not) to save for retirement; how
savings plans work; and the tax implications of contributions. Given the current system's
relatively low burden on employers, such an obligation could fall upon them.

Policy Implications


