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TO HELP ADVISORS INTRODUCE group retirement services to small 

business clients without a plan, Desjardins Financial Security gathered 

nine industry experts for an open discussion. The result—combined 

with data on the small business market collected through the 

Canadian Institutional Investment Network (CIIN) database—is a fi ve-

step strategy on how to simply implement retirement plans.

FIVE SIMPLE STEPS TO 
IMPLEMENT A GROUP 
RETIREMENT PLAN

METHODOLOGY

® Registered trademark owned by Desjardins Financial Security

Over the course of the last 

few years, the Canadian group 

pension industry has experi-

enced a number of changes 

to plan management trends. 

But there has been little infor-

mation specifi cally on small- 

and medium-sized companies 

with respect to their capital 

accumulation plans (CAP).  

In order to better under-

stand the trends in this 

increasingly important and 

infl uential business segment, 

Desjardins Financial Security 

worked with the Canadian 

Institutional Investment 

Network (CIIN) to collect 

information on 311 small CAP 

plans (defi ned as plans with 

fewer than 100 members). 

Data was collected in Novem-

ber 2011. There is a margin of 

error of +/- 4.7%, 18 times out 

of 20. Some response catego-

ries in this report do not add 

up to 100%—this is due either 

to the rounding of numbers 

or questions that allowed 

respondents to provide 

multiple answers.

2012 Annual Small CAP Plan advisor round table participants: (Back row, l-r) 
Neil Craig, Dale Powell, Ian Collings, Morley Gunderson, Chris Korte and Gil McGowan. 
(Front row, l-r) Pamela Hinam, Andrea Kreutzer and Robert Houle
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1STEP DEFINE 
CLIENT GOALS

ROBERT HOULE, VICE-PRESIDENT,
CAPCORP in Ottawa, believes the 

right place to start a discussion 

with potential clients is to ask 

about their goals for a retirement 

plan. Take a company with a 50% 

turnover rate—a plan could help 

retain employees. Or, a small busi-

ness owner may feel obligated 

to help people save for retire-

ment. “It makes it a lot easier to 

ask [employees] to leave after 30 

years when they have money in 

their accounts,” Houle says. Identi-

fying these goals helps an advisor 

determine which type of plan is a 

better fi t. For example, a company 

with a high turnover rate will ben-

efi t from a group RRSP because 

of the fl exibility and portability.  

An advisor should also ask 

why an employer wants to start 

a plan now. The answer to this will 

determine, in part, the statement 

of purpose that will be included 

later in the plan documents. 

This statement also provides an 

opportunity to ensure the owner 

has realistic goals for the plan 

and isn’t unintentionally taking 

on risk by promising too much 

to employees, says Neil Craig, 

senior pension consultant with 

Stevenson & Hunt in London, 

Ont. “It will typically say, the 

purpose of this plan is to provide 

PARTICIPANTS

It makes it a 
lot easier to ask 
[employees] to leave 
after 30 years when 
they have money in 
their accounts.  
—Robert Houle

“
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Robert Houle, vice-president, CAPCORP in Ottawa, says discussing what the client’s goal is for their retirement plan is one place to start a discussion. An employer might have a 50% turnover rate, in which case, a plan can help retain some of those employees. Another might feel an obligation to help people save for retirement. Whatever the motivation, employers need to plan their workforce. “It makes it a lot easier to ask employees to leave after 30 years when they have money in their account,” he says.  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a vehicle and some assistance 

to you to help you save for 

your retirement.” 

Once an advisor has outlined 

the purpose of the plan, it’s time 

to get a sense of the employees 

in a company. “What the employ-

ees perceive will be of value [in 

a retirement plan] will depend 

on demographics,” says Alberta-

based Chris Korte, senior advisor 

at ADVICO Financial Planning 

Group Inc. “So if you have an older 

group focused on retirement, 

they are going to say ‘I’d like to 

have a retirement plan in place.’” 

For companies with younger 

employees, the goal of the plan 

will likely be about attracting 

and retaining employees with 

a competitive, complete com-

pensation package, Korte says. 

Understanding what the employ-

ees see as valuable guides 

advisors when they select the 

best-fi tting plan for an employer. 

Demographics also determine 

the plan design elements and the 

communication features when a 

plan is in place. For example, a 

younger group may prefer to go 

online to check their accounts 

while an older group will want 

paper statements. 

Discussing what other employ-

ers or direct competitors o� er 

for retirement services can be a 

part of this initial conversation 

as well. Studies and reports that 

show this valuable information 

Does your company/organization have any of the following 
as part of your Capital Accumulation Plan (CAP)? (n=311) 
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ONCE AN ADVISOR UNDER-
stands the goals of a company, 

he or she can move to discussing 

why implementing a group retire-

ment plan is so important. 

“As the awareness grows in the 

marketplace regarding retirement, 

an advisor can play a key role,” 

says Gil McGowan, regional vice-

president, business development, 

brokerage networks with Desjardins 

Financial Security in Toronto. 

“Advisors have the opportunity to 

assist employers with the imple-

mentation of a very high-profi le 

employee benefi t.” With a retire-

ment plan in place, a small business 

appears more professional and 

competitive, the round table partic-

ipants agreed. Morley Gunderson, 
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2STEP CREATE A 
COMPETITIVE 
EDGE

will provide insight into what 

potential employees might expect, 

in addition to introducing employ-

ers to the options from which 

they can choose for their plans. 

According to the 2012 CIIN 

Small CAP Plan data, the aver-

age number of employees at a 

company with a retirement plan is 

28. The top industries o� ering 

plans include fi nance, insurance 

and real estate (18%), manufac-

turing (14%) and business ser-

vices (11%). The average total 

annual revenue for companies 

with retirement plans is $15 mil-

lion. About half (49%) of small 

businesses that have a plan o� er 

a group RRSP, 34% o� er a profi t-

sharing plan, 19% o� er a defi ned 

contribution plan (DC) and 17% 

o� er an individual pension plan. 

Other savings vehicles o� ered 

are tax-free savings accounts 

(TFSAs) (11%), and hybrid pen-

sion plans (2%).

The data also reveals the options 

that are most popular with plan 

members. An overwhelming major-

ity of employees who have access 

to a plan (83%) participate in a 

deferred profi t-sharing plan, 84% 

participate in DC plans and 79% par-

ticipate in group RRSPs. The option 

with the lowest rate is a TFSA, with 

66% of employees participating.

21%
1-4

12%
5-9

19%
10-19

30%
20-49

18%
50-99

MEAN=28%

Total number of employees 
in companies o� ering 
small CAP plans. (n=311)

For companies with 
younger employees, 
the goal of the plan will 
be to attract and retain 
employees with a 
competitive, complete 
compensation package.
—Chris Korte
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professor, Centre for Industrial 

Relations and Human Resources 

and Department of Economics 

at the University of Toronto, adds 

that this has another benefi t of 

appealing to the right kind of peo-

ple. “It attracts employees who 

are somewhat future oriented, 

which is a desirable employee 

characteristic—and that’s a sen-

sible recruiting device.”

Andrea Kreutzer, vice-president, 

group retirement solutions at Peo-

ple Corporation in Toronto, says 

another way to demonstrate the 

benefi t of a retirement plan is to 

explain the idea of total rewards. 

“The owner is spending a certain 

number of dollars per labour unit, 

so you ask ‘how would you choose 

to deploy that in the most e� ec-

tive manner, so that there’s more 

money left in the pockets of the 

individual?’” she explains. “A retire-

ment plan becomes a holistic total 

reward and tax strategy. When 

you come at it from that perspec-

tive, the owners realize that they’re 

not necessarily spending more 

money, they are just deploying it 

more e� ectively.

“The other thing to point out is 

that there are very few instances 

where an employer can spend a 

dollar on a benefi t with the visual 

longevity that a retirement sav-

ings account has,” she adds. 

“Health benefi ts plans don’t get 

the same sort of longevity. When 

employees get their drug claims 

paid, they receive the reimburse-

ment confi rmation statement and 

know it was paid by the employer, 

but then the statement goes in the 

recycling bin and there is never 

an accounting statement report-

ing the cumulative value of all the 

costs the employer paid out for 

employees. The cost of the ben-

efi ts paid by the employer is often 

forgotten or not even known. But 

in a retirement program that same 

dollar has a much greater visual 

longevity which, if properly pro-

moted, can be used as a tool to 

generate greater employee appre-

ciation,” says Kreutzer.

The last piece that can create 

a competitive edge for a new 

client is what the advisor brings 

to the relationship. The round 

A retirement plan 
becomes a holistic 
total reward and 
tax strategy. 
—Andrea Kreutzer

“
”

As the awareness 
grows in the 
marketplace 
regarding retirement, 
an advisor can play a 
key role.
—Gil McGowan
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table participants agreed this 

can include direct communica-

tion with employees and support 

with enrollment, in addition to 

regular check-ins once the plan 

has been established. Together, 

advisors and clients can outline 

these details of the relationship in 

a service agreement that can be 

reviewed annually, says Pamela 

Hinam, benefi ts advisor with Alti-

tude Employee Benefi ts Solutions 

in Cole Harbour, N.S., adding that 

this will ensure the plan stays on 

track and that expectations are 

being met. 

For example, when a sale is 

complete and a plan is launched, 

Craig likes to o� er a rollout that 

includes an education session 

and individual face-to-face meet-

ings with the new plan members 

to address questions. “We’ll get 

terrifi c engagement levels that 

are way better than industry 

averages because of getting 

time with the employees,” he 

says. More employees partici-

pating in a plan will reinforce the 

importance of the investment to 

the employer.

Kreutzer says that another way 

advisors can help is by fi ne-tuning 

and tweaking member communi-

cation. “The reality is that not many 

members read through their mate-

rials. I think there’s an opportunity 

for advisors to make it as engaging 

as possible by fi nding creative and 

interesting ways to get the mes-

sage across.”
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3STEP

SIMPLIFY 
THE SOLUTION 

I’ve seen the 
providers that 
are interested 
in simplicity 
as well.
—Ian Collings

“
”

WHAT EMPLOYERS WANT IN 
a retirement plan is simplicity, 

says Houle. Armed with informa-

tion about a client’s goals, advi-

sors can present the clearest and 

best option. He says explaining 

this step is “almost customization 

on a purchase basis.” 

“I think the overwhelming 

majority [of owners] go for group 

RRSPs for the fl exibility they 

give to employees,” says Korte. 

Hinam agrees. “The simplicity 

and the portability features are 

the most attractive to employers 

and employees.” The ease with 

which employees can transfer 

their retirement savings when 

switching employers is also a 

key driver for the popularity 

of group RRSPs with younger 

groups of employees, says Craig. 

“They really like the RRSPs where 

the employer contributes. They 

understand that they own the 

money right away and they know 
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they can take it when they leave.”

Ian Collings, consultant at 

Davis Benefi ts & Pensions Ltd. in 

Vancouver, believes it’s not just 

employers and employees who 

want simplicity, but other stake-

holders, too. “I’ve seen the provid-

ers that are interested in simplic-

ity as well. I get reluctance from 

providers when I want to o� er a 

group TFSA because it’s an extra 

layer of complexity and cost.” 

If an employer is more focused 

on ensuring employees are saving 

for retirement, then the easiest 

way to get them to participate, 

say the advisors at the round 

table, is by providing a match. 

“One of the big drivers is the 

employer contribution. If you tell 

employees about that up front, 

they want to participate,” says 

Craig. According to the results 

of the 2012 CIIN Small CAP Plan 

data, the average contribution 

employers make to plans is 4.8%. 

Employees, on average, con-

tribute 5% but only 53% maxi-

mize their contributions. When 

employers don’t provide a con-

tribution, employees are much 

less likely to participate. If an 

employer wants a high engage-

ment rate, but doesn’t want to 

o� er a contribution, Kreutzer will 

suggest a deferred profi t-sharing 

plan and a group RRSP, since the 

employer contribution determina-

tion is often a way of structuring 

payment of tax-e� ective variable 

income tied to certain employee 
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What is the default option if a participant does not make 
an investment decision plan? (n=311)

What percentage of your plan members maximize their 
contribution level (and the maximum company match)? 
(n=311)
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ACCORDING TO THE ROUND 
table participants, the top two 

reasons employers can be reluc-

tant to start a plan are worries 

about costs and perceived admin-

istrative burdens. 

Houle believes most small busi-

ness owners are focused on the 
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behaviours and measurable com-

pany results. Linking the ben-

efi t to employee behaviours and 

company results generates the 

opportunity for communication 

and employee engagement.

To simplify the plan even more 

for employers, advisors should 

discuss the default option and 

ensure they choose an e� ective 

one. The results from the 2012 

CIIN Small CAP Plan data show 

that 31% of respondents don’t 

know what the default option is 

for their plan, so there is a signifi -

cant opportunity for education in 

this area. Almost a quarter (23%) 

o� er guaranteed investments 

as a default fund and 15% o� er 

balanced or diversifi ed funds. 

Many of the advisors believe 

there is a better option to make 

things simpler for employees. “I 

believe quite strongly that the 

default should be a target fund,” 

says Collings. Craig agrees. “I 

think they work and I don’t see 

the problem with encouraging 

them to use it as long as the due 

diligence is done on the fund.” 

Kreutzer supports the idea of tar-

get date funds as a default but 

warns that they could be a bit of 

a trap for plans and employees. 

“You want to be careful that you 

don’t position and communicate 

that default—which I believe 

should be a target date fund—

in such a way that it’s perceived 

as the best option. While it 

may be the best choice for the 

members, ideally, they should 

be invested there because they 

selected it. Make sure the mes-

saging does not encourage a 

higher default rate and also mon-

itor what employees are select-

ing to make sure that people 

aren’t gravitating to target date 

funds by default but rather by 

choice,” she says.

4STEP
OVERCOME 
CHALLENGES 

[Employees] really 
like the RRSPs 
where the employer 
contributes.
—Neil Craig

“
”
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bottom line and advisors need to 

remember that. “Employers aren’t 

spending money on anything 

unless it’s going to contribute to 

the bottom line as a profi t. So, at 

the end of the day, the question 

is: how is a [retirement plan] going 

to help the organization stay in 

business?” If advisors can tease 

out the answer to this question in 

their conversations with potential 

clients, they will have a much bet-

ter chance of making a sale. 

“At some point or another—

whether an employer feels 

employees would appreciate 

additional compensation or 

not—cost is a big driver in their 

decision. Sometimes it’s just that 

they can’t a� ord what’s essen-

tially another payroll tax,” says 

Kreutzer. Korte agrees that a dis-

cussion will often come down to 

budget and an advisor should 

be prepared for how to respond 

in that situation. “At some point 

you’re going to have the cost 

discussion with the owner and 

you have to be creative with how 

you play with the numbers,” he 

says. Craig says juggling the 

numbers is a key piece of the 

challenge when selling a plan. 

“How do you get an owner to 

fi gure out how to allocate funds? 

One of the approaches we like 

to use is to say, ‘You’re going to 

be giving some sort of raise next 

year. So instead of giving them 

the 3% increase, put a half per-

cent in a retirement plan with the 

view to every time you imple-

ment a new raise over the next 

fi ve years, you will kick in another 

half percent,’” he explains. “This 

works for us in terms of encour-

aging plan sponsors to take up 

a program, and it’s not so hard 

for the employees because it’s 

impacting future earnings that 

they might have never seen.”

The round table participants 

say that small business own-

ers often mistakenly believe 

that plan administration will be 

too much for their employees 

to handle. But administration 

isn’t that onerous, says Hinam. 

“I think once we’ve explained 

what administration consists 

of, it’s not that much of an 

issue.” Included in the docu-

ments that need attention are 

the CAP guidelines, regulations, 

and communications and the 

management of enrollment, but 

once the payroll deductions are 

set up, a plan runs with minimal 

administrative needs. 

Even if employers run into 

administrative challenges, they 

can rely on providers for sup-

port, says Korte. “The admin kind 

of runs itself and when there is 

a problem, you bring in account 

managers to take care of it.” He 

and the other advisors at the 

table build close relationships 

with the employees chosen to 

administer the plans to ensure 

they feel supported. 

Once we’ve explained 
what administration 
consists of, it’s not that 
much of an issue.
—Pamela Hinam

“
”
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ONCE AN ADVISOR AND A 
small business owner have agreed 

on a plan and service agreement, 

it’s time to discuss investment 

options. According to the 2012 

CIIN Small CAP Plan data, the 

average number of investment 

options o� ered by small busi-

nesses with group retirement 

plans is 8.5. When it comes to 

the type of investments, 49% 

o� er guaranteed investments 

and Canadian equity funds, 

48% o� er balanced or diversifi ed 

funds, 45% o� er money market 

and fi xed-income funds, and 

36% o� er U.S. equity funds.

To determine the best fi t for 

an employee group, an advisor 

should return to the information 

he or she learned about the new 

client’s company in the fi rst meet-

ing, say the round table partici-

pants. The design and purpose of 

the plan plus the demographics of 

the company will help shape what 

the ideal investment mix will be 

for a company. 

Dale Powell, director, invest-

ment consulting at Morning-

star Associates in Toronto, says 

that packaged solutions from 

providers are often a good fi t 

for small employers, but they are 

not perfect. “I think the downside 

of a lot of those o� erings is that 

they are largely proprietary prod-

ucts. That’s not necessarily a bad 

thing, but I think [owners] need 

to consider that they’re getting 

the proprietary product rather 

than something independent. An 

independent source is also able to 

specialize investments,” he says. 

Houle adds that packaged solu-

tions can be an easy option for 

small plans, but there is still a role 

for an advisor. “[Packaged solu-

tions] are introduced to make it 

simple, and in the end it becomes 

more complex. [Advisors] have 

to understand how the menu is 

developed, how it’s being moni-

tored, how they would choose to 

compensate managers and then 

educate the employer.” Craig 

agrees that both the advisor and 

the employer need to understand 

how the oversight of the funds 

and selection process work and 

that they are independent. 

When it comes to how many 

funds to include, most advisors 

around the table agree that less 

is more. “Some employers say 

‘throw in everything and let the 

employee decide,’ but in my view, I 

don’t think that’s a good solution,” 

says Houle. “I think you limit the 

number of funds and the type of 

assets that you want so you have 
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Monitoring and reporting 
are two areas [advisors] 
need to look at to make
sure they’re done properly 
and appropriately. 
—Dale Powell

“
”

5STEP DETERMINE THE 
INVESTMENT MIX
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asset allocation for the unsophis-

ticated investors.” For companies 

with more sophisticated investors, 

additional funds and brokerage 

options can be included. 

Small employers also look to 

their advisor for help in navigating 

the CAP guidelines. Houle says 

the very small plans often simply 

expect the advisor to ensure the 

plan is compliant. Kreutzer agrees, 

adding that for those employers 

looking to be more involved, they 

mainly want to make sure they are 

meeting the basic requirements. 

“They often want to be coached 

on what is the minimum standard 

so they can try to mitigate the risks 

associated with not being com-

pliant at all,” she says. Craig says 

that as plans get bigger because 

companies grow, the employer 

often wants more information. 

“They want to see earnings charts, 

due diligence information and the 

latest trending.” 

This is where an independent 

third party can be of value, says 

Powell. They can provide as 

little or as much information on 

investments as the advisor and 

employer want to see. A third 

party also provides the assurance 

that working on CAP guidelines 

and manager monitoring are 

being done appropriately. “We 

spend a huge amount of time 

looking after governance, so we 

provide quarterly reports. When 

an advisor is looking at plans, 

monitoring and reporting are two 

areas you need to look at to make 

sure they’re done properly and 

appropriately,” Powell says.
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With a team that’s behind you all the way
At Desjardins Financial Security, we’re dedicated to helping small and medium-sized 
businesses implement group retirement plans.

The way we see it, you don’t want to play every position on the team. That’s why 
our Foresight group retirement savings solution includes support and guidance on all 
the intricacies – from plan selection to fund governance and educational programs.

And you have another star player on your side: Morningstar. As part of our 
Foresight solution, Morningstar makes its own independent investment research 
and recommendations to truly optimise your clients’ investment options. 
So you get a clear shot on goal.

Tired of driving the Zamboni? Join the power play. 
Call 1-866-269-6389 or visit ForesightSolution.com
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