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The mandate of this Commission to Review Allowances of Members of
Parliament was straightforward but not simple. The straightforward
guestion was this:
Are Members of Parliament adequately compensated for the job
they do?
The answer is not as simple as it appears, however, for the job of
membersis difficult to categorize, and it is not easily compared with
the jobs other people do. Moreover, unlike most jobs, establishing the
relationship between recruitment and retention of qualified and
competent members and the amount they are paid is difficult if not
impossible, given the widely varying circumstances and motivations of
individual s seeking public office.

What is the job that Members of Parliament! do? Together with the
monarch, members of the House of Commons and the Senate constitute
the Parliament of Canada. Parliament is the supreme law-making body
of the country; to become law, proposed legislation must withstand the
scrutiny of both chambers and their respective committees before being
presented for royal assent. Parliament also acts in an oversight capacity,
examining the performance of the government of the day and calling it
to account for its use of the public funds allocated by parliamentary
vote. In addition, Parliament is the nation’s forum for debating matters
of public concern; by offering an opportunity for al sides of an issueto
be aired, Parliament is the voice of the national will and has the moral
authority to act on issues of national importance.

The broad responsibilities of Parliament translate into dozens of
activities for individual members: participating in debates in the
chamber or in committee; conveying their constituents' views and
advocating on their behalf; acting as an ombudsman, providing
information to constituents and resolving problems; devel oping
specialized knowledge in one or more of the policy areas dealt with by
Parliament; working with other members of their party to develop

1  Throughout this report, we use ‘Members of Parliament’ as the collective term for
members of the Senate and the House of Commons.



policy positions and legislative strategies; participating in visits and
delegations to represent the Parliament of Canada at home and abroad.2

Although we considered MPs' job content and the correlation between
it and compensation, and while we attempted to discern whether
Canadians think MPs are paid too much, not enough, or just the right
amount, in the final analysis, we believed that the central question we
had to answer was of a different order entirely. As suggested by thetitle
of our report, the fundamental issue for Commissioners was how best to
ensure that the foundations of our democratic system remain solid and
secure. In our view, supporting democracy means holding Parliament
safe from harm to its stature and capacities. We saw our task as
determining how to ensure that Members of Parliament are compensated
in such away that the efficacy and integrity of Parliament as an
ingtitution are preserved — in so far asit is possible to do this by
making appropriate arrangements for members' compensation.

Asour central democratic institution, Parliament sets the tone for civic
conduct and public discourse and helpsto create the conditions for
prosperity. The willingness of companies and individuals to invest in our
economy and make alife for themselves within our borders dependsin
significant measure on the credibility and stability of our institutions, as
does our position in the international community of nations. Through the
businessit conducts and the way it goes about that business, Parliament
can create and bolster this confidence. Respect for Parliament can
trandate in turn into respect for other institutions, including the law,
helping to promote a safe and well ordered society. In short, the job MPs
do — and the manner in which they do it — isacrucial if often
underestimated part of making Canada a peaceful and prosperous
country and an effective participant on the international stage.

Asthe essential participants who make the institution work,
individual Members of Parliament must be able to act as autonomous
representatives, free to concentrate their time and attention on the vital
issues of the day. This means that compensation should adequately
reflect the actual expenses associated with alife of seven-day work
weeks, frequent and often long-distance travel, family separation, and
required attendance at public events and ceremonia occasions. We
must also guard against what one of our correspondents referred to as

2 Thecontent of the MP' sjob is examined in detail in Research Paper 4, “Job Content and
Value’, in Volume 2 of this report.



“the potential for corruption that can invade the life of a person who
holds a public office.” Asthis same correspondent pointed out, “1 also
have greater expectations and demand more accountability from a
member of the House or the Senate when they are adequately
compensated”.

We approached our mandate through three principal means. by
commissioning research, by seeking input from current and former
parliamentarians and experts in governance, as well as from the general
public, and by bringing to bear our own experience and judgement in
deliberations among ourselves. In the next chapter, we begin by
outlining the current situation with regard to the principal components
of the compensation package of Members of Parliament: the sessional
indemnity, the incidental expense allowance, and the pension plan.

Chapter 3 reviews what we learned from the seven research papers
prepared to assist Commissioners' deliberations. In Chapter 4, we ook
at what Canadians told us, through written submissions, responses to
our website, atelevised panel discussion, and more informal avenues,
about MPs' compensation and what changes they would like to see.
Finally, we set out our conclusions in Chapter 5, making our
recommendationsin light of the research conducted for us, what
Canadians told us, and our own judgement about what is appropriate in
the current circumstances.






The compensation package for Members of Parliament consists of three
main components:
e asessiona indemnity
e anincidental expense allowance
e apension plan

In addition, members have available to them various other benefits and
allowances related to travel between Ottawa and the constituency and
within the constituency, a budget to staff a Parliament Hill office and
operate constituency offices (for members of the House of Commons),
and goods and services provided by Parliament for members use. These
allowances and services are detailed in Volume 2 of this report.1 Here
we concentrate on the three main components of the package.

The sessional indemnity — which isthe equivaent of asalary, in that it
is stated as an annual amount and paid monthly — has been set at
$64,400 since 1991. Members who hold certain positions — including
the prime minister, the speakers of the House of Commons and the
Senate, ministers of the Crown, party leaders, and various caucus
positions — receive an additional indemnity (which varies with the
position) for the extra responsibilities involved (see Tables 2.2 and 2.3).

In addition to the sessional indemnity, members of the House of
Commons receive a housing allowance of $6,000 annually and an
incidental expense allowance of between $21,300 and $28,200
(depending on the size of the constituency they represent; see Table
2.1), while members of the Senate receive a similar alowance of
$10,100. Theincidental expense alowance is hon-accountable —
members do not have to document their use of the allowance with

1 SeeVolume 2, Research Paper 2, “ The Allowances and Benefits of Members of
Parliament: Current Amounts and a Brief History”.



receipts — and is not subject to income tax. Receipts are required to
document the housing allowance.

Amounts for the sessional indemnity and the incidental expense
allowance are established by the Parliament of Canada Act. The
expense allowance is sometimes included in statements about the
salaries paid to members, but in fact thisamount is provided under a
separate section of the law and is not officialy part of the salary.

The law also provides for annual cost of living adjustments to the
indemnity and expense allowance (according to aformula set out in the
act), but as noted earlier, no adjustment has been made since 1991,
when the amounts were frozen, parallelling the freeze on public service
wages and salaries.

In the absence of the freeze, the indemnity and expense allowance
would be adjusted on January 1 each year, by an amount calculated as
the lesser of the change in the Industrial Aggregate minus one per cent
or the change in the Consumer Price Index minus one per cent. This
formula— designed to compensate for a portion of the loss of real
income because of inflation — provides insignificant increasesin a
period of low inflation, such as the one Canadaisin now.

To illustrate this point, Table 2.5 shows how much the indemnity and
the allowance would have risen between 1991 and 1996 had the freeze
not been in place. Over this five-year period, the indemnity would have
increased by 4.9 per cent, or $3,190, from $64,400 to $67,590, while
the allowance would have increased to $22,360 from $21,300.

A full picture of the compensation package for members must include
the benefits available to them at retirement. Former members of the
House of Commons receive a pension (or ‘retirement allowance’) at
age 55, provided they have served at least six yearsin the House.
Former members of the Senate also have access to a pension after six
years service. The retirement allowance for former members of the
House of Commons consists of 4 per cent of their pre-retirement
earnings (defined as the average of their best six consecutive years
earnings) per year of service, to amaximum of 75 per cent of pre-
retirement earnings. A member who had served for 19 years or more
would be eligible for this amount. The retirement allowance for former
members of the Senate is 3 per cent of pre-retirement earnings per year



of service, to amaximum of 75 per cent of pre-retirement earnings after
25 years of service.

To fund the pension plan, MPs contribute 9 per cent of their sessional
indemnity; senators contribute 7 per cent. Members of both chambers
who receive an additional indemnity for extra responsibilities can also
contribute 9 per cent of that amount. The employer (that is, the
government) also contributes to the plan. This contribution is estimated
on the basis of an actuarial projection of the benefits payable under the
plan and varies from year to year, but it is consistently much higher
than the employer contribution under other employer-sponsored
pension plans.

Pensions are indexed to reflect changes in the Consumer Price Index.
Indexation is delayed until the pension recipient reaches age 60, at
which time the pension isincreased to reflect cpi increases since the
date the member |eft Parliament.

If apension recipient dies, the surviving spouseis entitled to a
survivor benefit equal to 60 per cent of the member’s pension, with up
to an additional 30 per cent payableto eligible children.

Pension payments are suspended if aformer member wins re-election
to the House of Commons or is appointed to the Senate. Retired
members who earn more than $5,000 per year from federal
employment (including order-in-council appointments and personal
service contracts) accepted after 13 July 1995 have their pensions
reduced by the amount by which remuneration from that employment
exceeds $5,000 in any 12-month period.

Participation in the pension plan was optional for members serving in
the 35th parliament (1993-97). In the current parliament, participation
in the plan is mandatory, asit was in earlier parliaments.

The three main components of the compensation package for Members
of Parliament are summarized in the accompanying tables. Also
included is a table showing the effects of the current freeze on the
sessional indemnity and incidental expense allowance (Table 2.5). The
last two columns of that table show what the indemnity and the expense
allowance would have been if the freeze had not been in effect.



M embersof the M embersof the
House of Commons| Senate
Sessional | ndemnity $64,400 $64,400
Incidental Expense $21,300 $10,100
Allowance $26,2001
$28,2002
Housing Allowance $6,0003 none
Notes:

The sessional indemnity is subject to income tax, while the incidental expense and
housing allowances are not. Receipts are required to document use of the housing
allowance but not the incidental expense allowance.

1 Membersrepresenting large and/or remote constituencies (this appliesto 24
members at present).

2 Members representing the two constituencies in the Northwest Territories.

3 Although thisis commonly referred to as ahousing allowance, infactitisa
travel status allowance, which entitles members to claim reimbursement for the
cost of accommodation, meals and incidental expenses incurred while on official
business more than 100 kilometres away from their principal residence.
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Table 2.2
I ndemnity for Additional Responsibilities
(House of Commons)

Position Held Additional Indemnity
Prime Minister $69,920
Minister of the Crown $46,645
Secretary of State $34,984
Leader of the Official Opposition $49,100
Leader of recognized party” $29,500
Government House L eader $46,645
House Leader of the Official Opposition | $23,800
House L eader, recognized party” $10,100
Chief Government Whip $13,200
Deputy Government Whip $ 7,500
Chief Whip, Official Opposition $13,200
Deputy Whip, Official Opposition $ 7,500
Whip, recognized party”* $ 7,500
Speaker $49,100
Deputy Speaker $25,700
Deputy Chairperson (committee of the whole) $10,500
Assistant Chairperson (committee of thewhole) | $10,500
Parliamentary Secretary $10,500

*  Recognized parties are those with 12 seats or more in the House of Commons.

Commission to review allowances of Members of Parliament 9



Position Held Additional Indemnity
L eader of the Government” $46,645
Deputy Leader of the Government $14,900
Leader of the Opposition $23,800
Deputy Leader of the Opposition $9,400
Government Whip $ 7,500
Opposition Whip $4,800
Speaker $31,000

* A cabinet position.

Members of the
House of Commons

Members of the
Senate

Beginsat Age

55

60

Members
Contribution

9% of sessiond
indemnity + 9% of
any indemnity for
extraresponsibilities

7% of sessional

indemnity + 9% of
indemnity for extra
responsibilities

Amount * 4% per year of * 3% per year of
service, based on service, based on
average of 6 best average of 6 best
consecutive years consecutive years
earnings earnings
e maximum: 75% * maximum: 75%
of pre-retirement of pre-retirement
earnings after 19 earnings after 25
years service years service

Vested After” 6 years 6 years

*  Vesting refers to the minimum amount of service asaMember of Parliament
needed to qualify for a pension.
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Table 2.5
Projected Changesin Sessional Indemnity and Incidental
Expense Allowance in the Absence of the 1991 Freeze

Consumer Price Industrial Projected |Projected

Year I ndex Aggregate Indemnity | Allowance
Annual Index
Index | % change |Index [ % change
year over year year over year

1991 | 126.2 5.6 124.5 4.6 $64,400 | $21,300
1992 |128.1 15 128.9 35 $66,720 | $22,070
1993 |130.4 1.8 131.2 18 $67,050 |$22,180
1994 | 130.7 0.2 133.7 18 $67,590 | $22,360
1995 | 1335 2.2 134.9 1.0 $67,590 | $22,360
1996 | 135.6 1.6 137.8 21 $67,590 | $22,360

Note: Under the statutory formula, changes in the indemnity and expense allowance
are calculated as the change in the Consumer Price Index or the changein the
Industrial Aggregate minus 1 per cent, which ever isless, so in years of low inflation,

there might be no adjustment (see 1995).

Source: House of Commons, Financial Services.
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To establish a context for our deliberations, the Commission gathered
facts and examined issues concerning remuneration for members of the
House of Commons and the Senate by inviting public input, consulting
current and former Members of Parliament, holding a public panel
discussion (later televised), and conducting or commissioning research
using Commission staff and outside consultants. This chapter
summarizes the results of the research.1

Five commissions and three independent reviews of MPS compensation
preceded this one, and the work of each was available in published reports
and archival records.2 With five commission reportsin the past 18 years,
aswell asbooks and articles by political scientists and other academics,
much of the subject matter had already been covered thoroughly,
providing ample materia from which the Commission could draw
information and opinion.

The work of previous commissionsis reviewed in Research Paper 1,
“Previous Commissions to Review Allowances of Members of
Parliament: Recommendations and Results’, which looks at the
research they undertook and their main findings and recommendations.
The second paper, “The Allowances and Benefits of Members of
Parliament: Current Amounts and a Brief History”, presents available
information on current and previous remuneration of all types. The
third paper looks at the remuneration of Canada’'s MPs compared with
that of legislators elsewhere in Canada and abroad and that of senior
public servants in Canada.

“Job Content and Value’, the fourth study, moves away from *‘ hard’
research to consider the value of the job MPs perform — the nature of
their responsibilities and activities and the role of these activitiesin the
functioning of democratic institutions. The fifth paper, “ The Vaue of

1 Theseven studies prepared for the Commission are published in Volume 2 of this
report.

2 For alist of previous commissions and studies, see the appendix to Research
Paper 1, in Volume 2.



MPs Compensation Over Time and Compared With That of Other
Occupations’ looks at changesin the relative value of the remuneration
MPs have received over the years by converting the amounts to 1996
dollars and comparing them to average salariesin other professions.
Paper 6, “ The Effect of Service asan MP on Members Financia
Situation”, assesses the financial consequences for elected persons of
service in Parliament. Findly, “ Review of Pensions and Benefits for
Members of Parliament” contributes the analysis of William Mercer Ltd.,
actuarial consultants, with respect to the question of what congtitutes a
reasonable pension. This report updates a 1994 report to the Treasury
Board on parliamentary compensation by Sobeco Ernst & Young.

Asthis brief summary shows, the research consisted of two kinds of
studies:

» papersthat took an analytical approach to the facts about members
pay and benefits, how they compare with the compensation paid to
others, and how they have evolved over time, and

» papersthat sought answersthat lie outside the realm of objective
research, where the evidence is often anecdotal, value is measured
subjectively, and decisions must be based on reflection and
judgement.

Even in the realm of analytical research, cautionis needed in
interpreting results, for example, when the situation of Canadian
parliamentarians is compared with that of legidatorsin other
jurisdictions. Comparisons can be miseading, because one legidature
may provide a single amount intended to cover both salary and expenses,
while others provide separate amounts for each purpose. Similarly, one
legidature may exercise more authority or hold longer sittings, with
consequences for the responsibilities and time demands on members that
arereflected in their compensation. To the extent possible, we have taken
these differences into account in our analysis of comparative information.

The key questions addressed by the research are these: What is the
value of the work MPs do? Is the pay MPs receive for it reasonable?
Have pay and benefits kept pace with those of other Canadiansin
professional occupations and those of legislators here and abroad?
What are the major issuesto be dealt with in the areas of saary,
allowances, benefits and pensions?



Since 1975, the law has required that a commission be appointed after
each election and report within six months. Commissionsto review
members' alowances (the all-encompassing term used to refer to salary,
expense allowances, pensions and other benefits) are generally known
by the name of their chairperson or members. Thus, reports have been
received from the Hales commission (1979), the Mclsaac-Balcer
commission (1980), the Clarke-Campbell commission (1985), the St.
Germain-Fox commission (1989), and the L apointe commission (1994).

The purpose of this paper was to report the findings and
recommendations of these commissions as set out in their reports. The
goal was to make use of existing material that was still relevant for
commissioners' deliberations, so as not to duplicate work already done.

Although previous commissions worked in different times and
political circumstances, they touched on common themes and reached
some common conclusions:

* Parliament is avaluable institution and should be maintained in a
manner that ensures it functions independently and effectively. To
do this requires, among other things, the election and retention of
competent, qualified people, and good pay is required to attract
good people.

e [tisdifficult to compare MPs work with that of other professionals.
Like many senior executives, MPs work long hours and have many
demands and pressures on them,; they are also subject to public
criticism in away few others are. MPs should not be expected
personally to cover all the expenses occasioned by alife of public
service.

* MPsshould not profit financially from public service, nor should
MPs see their pay increase when other Canadians are suffering
financial hardship.

* Regardless of any determination of what constitutes fair
compensation for the value of the work they do, MPS' remuneration
must be consistent with public expectations, and public
expectations may in fact require that MPs be paid less than afair
amount. The fact that MPs must decide on their own remuneration
adds to the complexity of the issue, although in our view, this
arrangement is necessary to respect our system of government, in
which Parliament is supreme.



All previous commissions recommended an increase in the sessional
indemnity, but they differed on how increases should be determined.
The incidental expense allowance was treated differently by each
commission, however, with no consensus emerging on the amount, its
status (taxable or non-taxable, accountable or non-accountable), or how
it should change over time.

To the extent that earlier commissions looked in detail at pension
arrangements for members, three main issues emerged: the age of
pension eligibility; the practice of double-dipping (receiving both a
parliamentary pension and remuneration from afederal appointment,
contract or employment); and severance pay for members not eligible
for an immediate pension. Changes were made to address the first two
issues after the report of the Lapointe commission in 1995: the age of
eligibility was raised to 55, instead of the date of a member’s
resignation or defeat, and parliamentary pensions are now reduced by
the amount by which remuneration from afederal appointment,
contract or employment accepted after 13 July 1995 exceeds $5,000 in
any 12-month period, as described in Chapter 2. The third issue —
severance pay for members with more than six years' service who have
not yet reached age 55 or who opted out of the pension plan — remains
unchanged.

This paper reviews the remuneration, allowances and benefits available
to members of the House of Commons and the Senate. The study
details the amounts at a member’s disposal, including the sessional
indemnity, the incidental expense allowance, retirement benefits, the
housing allowance, office budget, departure benefits, and services
provided to members by Parliament.

The paper looks at how the remuneration package has evolved since
Confederation and compares its relative purchasing power over time to
that of the remuneration received today. Finally, the paper looks at the
effects of the current freeze on the sessional indemnity and expense
allowance, projecting what they would be if they had not been frozen
for the past six years.

The conclusion is that members income has not maintained its
position over the years. In 1980 the value of the sessional indemnity
(expressed in 1996 dollars) was $81,117.86. Itsreal value has declined
steadily since then.



Evenin 1867, for example, aMember of Parliament received $600
for three to five week’s work. (The paper also charts the length of
parliamentary sessions since Confederation.) In today’s dollars, this
would be worth about $9,000, a rate of remuneration far higher on an
annualized basis than what they received in 1997.

In the absence of the 1991 freeze, the sessional indemnity would have
risen by 4.9 per cent, to $67,590, by the end of 1996 (instead of
remaining at $64,400), while the expense allowance would have been
$22,360 (instead of $21,300). The annual adjustments provided for in
the Parliament of Canada Act would not have eliminated the declinein
real income.

Acknowledging that the responsibilities of Canadian MPs are unique,
making exact comparisons difficult, this paper shows the compensation
received by Canadian MPs and the remuneration of provincial
legisatorsin Canada and legislators in other western democracies, as
well asthe salaries of senior officialsin the federal public sector (the
public service and Crown corporations).

MPs compensation is compared with that of legislators in most of the
other G7 countries, aswell asAustralia, New Zealand, Sweden and
Norway. This comparison was considered relevant because all the
countries cited are prosperous liberal democracies and al have
vigorous national legislatures. Pension arrangements for legislatorsin
Norway, Sweden, France, Australia, the United Kingdom, and the
United States are also discussed.

Information on the compensation package for provincial and
territorial legislators includes current amounts for base salary and
expense allowances, along with the percentage change in these amounts
since 1981.

Finally, MPs remuneration is compared with that of federal
governor-in-council appointments and senior executivesin the public
service.

The conclusion is that the remuneration MPs receive is not excessive
when compared with that received by people who work in similar areas
or have similar responsibilities.

The paper shows that relative to other federal or national legisators,
Canadian MPs' remuneration ranks ninth among the ten countries



compared. In the comparison with provincial legislators, MPs" sessional
indemnity is higher. On the other hand, since 1981 the remuneration of
federal parliamentarians has increased at the second lowest rate among
al Canadian legidatures.

The comparison with governor-in-council appointments showed that
heads of large agencies and deputy ministers receive more than MPs, as
might be expected owing to their significant responsibilities, involving
large budgets and often thousands of employees. What is notable,
however, is that even governor-in-council appointees with less
responsibility, such as heads of minor agencies and members of small
commissions or tribunals, are also paid more than MPs. In fact, the
majority of governor-in-council appointees receive as much as or more
remuneration than MPs, even if the incidental expense allowanceis
added to the sessional indemnity.

This paper examines the intrinsic value of the responsibilities and
activities of Members of Parliament, based on aliterature review and
interviews with MPs and knowledgeabl e observers.

The paper takes the position that comparing MPs' remuneration with
that of other professionsisdifficult if not impossible, because many
aspects of the member’s role — such as ombudsman and advocate on
behalf of constituents — are unique. Similarly, the motivation for
seeking public office and the personal satisfaction members derive from
public service have few parallelsin other lines of work. In members
eyes, money is neither the principal motivation for seeking office nor
the main reward for service in Parliament.

Treating the job of MPs as a category of its own reflects the current
thinking among compensation experts. At the same time, however,
standard methods of determining what constitutes ‘fair’ compensation
for members (job content analysis, market value, etc.) can help us
determine, within a broad order of magnitude, whether the salaries paid
to our elected representatives are reasonable and whether pension and
benefits packages are comparabl e to those designed for similar purposes.

The approach in this paper, however, was to |ook at the job itself and
to reflect on the significance and value of the activitiesit involves from
the perspective of the well-being of Canadians and the vitality of our
democratic institutions.



Eight areas of responsibility were identified: caucus work,
constituency work, committee work, duty in the House of Commons,
assigned portfolios, party work, work on individual policy interests, and
the role of national representative at home and abroad.

That Canadians value the role of their elected representativesis
evident in the extent to which MPs are expected to be available to their
constituents at all times and to be working on their behalf. Although
polls show that many Canadians mistrust politicians as a group, this
opinion seldom extends to their own MP. Moreover, our system of
government enjoys broad support; as a consequence there is a healthy
respect for Parliament. Members carry out several vital functions within
the parliamentary system, helping to ensure its continued effectiveness.

The job of MPsis diverse and very challenging, and it is crucial that
it be discharged well for the health of public institutions and the nation.
Our system depends at several key points on the contribution of and
vigilance by those who hold elected office. Members of Parliament
combine personal, regiona and national perspectives. They embody
both the co-operation and the competition that make the system work.
They defend both individual and collective rights and freedoms. They
balance state and private responsibility.

Canadians depend on the vigilance of Members of Parliament,
individually and as a group, to protect the parliamentary system and
preserve against the arbitrary use of government power. Our system of
government is stable precisely because of its ability to reconcile
conflicting or competing points of view, bringing them into functional
harmony. Our capacity to do this as a country has much to do with
Canada's prosperity and quality of life, and Members of Parliament are
acrucial part of maintaining that capacity.

This study shows how the remuneration of Members of Parliament has
varied over time by converting earlier rates of compensation to today’s
dollars and comparing them with remuneration for other professionals.
On the basis of this comparison, MPs received the highest relative
compensation in 1974, when their sessional indemnity was the
equivaent of $81,563.91 in 1996 dollars. Since 1980, the sessional
indemnity has declined steadily relative to average incomes in other
professions. MPs placed third in a group of nine selected occupationsin



1980, but since then their rank has dlipped to eighth. In 1980, the
sessional indemnity was 103 per cent of the average salary of alawyer
or notary; in 1995, it was 68 per cent. The change relative to other
occupations was similar: MPs received 159 per cent of a high school
teacher’s salary in 1980, compared to 115 per cent of the average
teacher’s salary in 1996; 120 per cent of a school administrator’s salary
in 1980, and 75 per cent of a high school principal’s salary in 1996; and
150 per cent of an army major’s salary in 1980, compared to 99 per
cent in 1996.

A decline can aso be observed if the incidental expense allowanceis
added to the sessiona indemnity. This declineis not as significant,
however. Instead of falling from third place to eighth, the rank of MPs
total income dlipped from first to third.

This study looked at the effects of holding elected office on the ability to
accumul ate assets while holding office and to make aliving after leaving
the House of Commons. The purpose was to provide a context for
considering whether MPS' salaries and retirement benefits are fair in terms
of ensuring that parliamentary service does not require unreasonable
financial sacrifices on the part of members.

Before being elected, many MPswork in one of three professions —
lawyer, teacher, or administrator. On average, these occupations are
compensated at rates similar to the remuneration of Members of
Parliament (if both the sessional indemnity and the incidental expense
allowance are taken into account). Election therefore constitutes neither
awindfall nor a substantial financial loss. While they hold office, many
MPs find that extensive travel and the need to maintain two residences
ensures that current and continuing expenses consume most of their
indemnity and allowance. Since few MPs have the time or meansto
generate other income, accumulating assets and building equity is often
difficult.

The average age of members of the House of Commons is about 50
(51.5 yearsin the previous parliament, 49.4 in the current one), and
their average length of serviceisjust 4.6 years. As aresult, many MPs
find themselves — voluntarily or involuntarily — on the job market
again, seeking a second career or continuation of an interrupted career,
in middle to late-middle age. A separation package provides a small



financial cushion for some, but only enough to cover about six months
of unemployment. For MPs who have served six years or more, the
pension plan (with benefits available when they reach age 55) is of
sufficient value to compensate, at least partially, for the loss of
seniority, experience and earning yearsin their pre-parliamentary
occupation. Still, most MPs are likely to lag behind their colleaguesin
their previous occupations in terms of accumulating assets. In short,
even where salaries are roughly comparable (and as the previous paper
showed, this has become less likely in the past decade or more), serving
in Parliament has financial drawbacks for most members, because of
the more limited opportunity to accumulate assets and the difficulty of
re-entering the regular work force after a period of public service.

The actuaria consulting firm William M. Mercer Ltd. was
commissioned to prepare a report on the pension arrangements and
benefits available to Members of Parliament. The report reviews the
existing arrangements and comments on aternative designs that might
respond to frequently stated concerns about the plan while still meeting
the needs of members. It also compares the parliamentary benefits
package with those provided by other employersin the public and
private sectors.

The report’s central suggestions are that the incidental expense
allowance, which is now exempt from income tax, be added to the
sessional indemnity for both tax and pension purposes; that the pension
contribution and accrual rates be adjusted in consequence; and that the
current defined benefit plan be retained, but with the accrual rate
reduced to provide the same benefit accrual as at present.

The report notes that although the current plan seems generous, it is
appropriate, compensating for certain negative financial consequences
of service as an elected official. The report suggests that members who
are uncomfortable with the terms of the current plan should be able to
opt out of the plan and into an alternative plan designed to be morein
line with private sector plans.

The report also recommends that the severance allowance (half the
amount of the annual sessional indemnity) be delinked from the pension
plan. At present, the severance allowance is available only to members
leaving the House of Commons with less than six years' service (that is,



the vesting period for the pension plan). This means that some MPs (for
example those who have not yet reached age 55) receive no immediate
severance payment on leaving the House, a situation that can create
financial hardship. The report therefore recommends that severance be
paid to all departing MPs unless they are entitled to an immediate
pension.

With regard to the benefits package for members (health and dental
care, disability and life insurance, and so on), the report concludes that
the benefits available to MPs are on the whole comparable to public
sector plans, although the package lags behind a private sector trend
toward greater choice, flexibility and tax-effectiveness. Efforts could
also be made, the report states, to make the benefits package more
comprehensible to members through clearer communication materials.

Although the traditional approach to job content analysisislessthan
completely satisfactory in determining what MPS' compensation should
be (because of the lack of private- or public-sector equivalents suitable
for comparison purposes), the commission immediately preceding this
one (the Lapointe commission) conducted such an analysis, reaching
the conclusion that MPs work is undervalued and that they are
underpaid when compared with the private sector and the senior public
service.

Moreover, our review suggested that there is another dimension to
MPs' activities— and avalue inherent in it — that is not easily
captured. The job has virtually no borders, ranging from largely
ceremonial duties to the minutiae of awide range of policies and
programs, from community spokesperson and leader to ombudsman
and social worker on behalf of individual constituents. MPswork long
hours, travel extensively, and are on duty seven days aweek;
constituents do not always observe office hours when they need their
MP's help.

The job sometimes requires MPs to exercise the highest degree of
responsibility on very substantial issues: one unconvinced MP can
shatter the unanimity of caucus, one thoughtful member of a
parliamentary committee can ensure passage of a crucial amendment to
proposed legislation affecting all Canadians, and often afew members
can determine the fate of a government.



These aspects of an MP's job may not translate easily into precise
dollar figures, but they do suggest that the relatively modest ranking of
MPs' salaries shown by the research means that their current pay is
probably the minimum acceptable.

Service asa Member of Parliament is public service, and members
should not and do not expect compensation that would amount to a
financial windfall. But by the same token, no one should be required to
face financial hardship as aresult of aterm of elected office. Pay and
benefits should therefore be reasonable, should be realistic in terms of
the actual demands on members, and should keep pace with trendsin
society generally — or at least not lag behind them significantly.

The total compensation package received by Members of Parliament is
within areasonable range, but it islosing ground. The research showed
that the value of MPs' remuneration has declined in relative terms over
time, by comparison with other occupations, and in relation to what most
members could have been earning if they had remained in their pre-
parliamentary profession. Aswe will seein the next chapter, however,
these facts about MPS' compensation do not necessarily correspond with
public perceptions about how much MPs should be paid.
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CHAPTER 4

What the Public
Thinks

Commissioners acquired information about public attitudes toward
compensation for Members of Parliament from arange of formal and
informal sources. We did not engage polling organizations or other public
opinion anaysts to undertake new studies of Canadians' views on
parliamentary pay. Nevertheless, we had little difficulty discerning the
generd attitudes of the public.

Our information came from the What Canadians Told Us
following sources: “Compensation should be tied to
* About 500 Canadians participation. In today’s economy, any
responded to the question raise should reflect what is happening
posed on the Commission’s  FERTe s rcoe el oo
website: How much do you —\W\ebsite response

think parliamentarians should
earn? The website provided information on current levels of
compensation for MPs, summaries of previous commissions
recommendations, and a brief description of Parliament’srolein
Canada's system of government.

Although some responses were terse, and a few seemed motivated by
adesire to punish those holding elective office because of real or
perceived problems affecting the nation (the economy, nationa unity)
or the individua respondent

(employment, financia What Canadians Told Us
difficulties), the “| feel that parliamentarians should be
overwhelming majority of compensated fairly for what they do,
responses were thoughtful, as any employeeshould. However,
informed and often nuanced.  FeeislE i applosapa=ialo= il iins
Some of these are quoted public service have also received no

throughout this chapter. increases of any kind since prior to

LI O (o= (el 0 0Nelig /= @Or-'a" o F- o 3 1991, | would expect that any increase
took the trouble to write to the Fliieeins=g=ziloafio/ @\ Iz=F=ql6l|[o
Commission, expressing their FEEiEeRGEITeRe: scSfalfele SoRie)s
viewson the subject of MPs' [elllsll[er=caEy ey e RVTCERT S E2 i
compensation. — Website response
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*  Many Members of What Canadians Told Us
Parliament, including “One of the major problems| have
CneESliepRezeofe RS \ith VP compensation, whatever the
political parties represented in FERE R oA AT = sl A
the House of Commons, compare their overall compensation
provided the Commission with mine. And a prominent
(WAUNLSTelg{ViRe =AY RUCH contributor to this non-comparability
views of their constituents. isthe inclusion of allowances and tax-

*  Members of the general free status.”
public did not hesitate to “| would have no problem with MPs

SNOESIYEIge el Yo et receiving $80,000 o even $100,000 a
to Commissioners, whether  B7E= ol G SR E RE SRRy = &

the occasion aroseat agrain - R ERANICIEE olnloe otk o Lo k=als
CIEVE RPN C =Y s o S 5 bject to al| the tax laws that we have

shop in Ottawa, or a to cope with annually.”
restaurant in Montreal. —Website response

» Finally, polling organizations
such asAngus Reid Inc., Compas Research and Ekos Research were
kind enough to share the results of their own earlier but still relevant
research on the subject, including feedback obtained through focus
groups and genera polling.

What made this information about public attitudes compelling wasiits
consistency. By and large, Canadians do not favour increasing MPs
compensation. Moreover, they find certain aspects of the current
compensation scheme particularly
objectionable:

* theideathat certain
components of the
compensation package are
exempt from income tax;

» thepublic cost of providing
the pension plan for retired
Members of Parliament; and L o

« thelack of accountability contemplate going into pol |_t| cs.
respecting attendance and — WM
participation in Parliament by
members of the Senate.

These central points emerged strongly from al the public opinion
information sources listed earlier.

What Canadians Told Us
“Trangparency — the system is too
complicated and muddy for the
average guy to understand. Nature of
the work — thisis an important job,

and we should pay people accordingly.
Otherwise talent will never
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What lies behind the general What Canadians Told Us
IGEEEye ek TS iehhiy: Sl “ Considering the restraints that have
MPs’ compensation should be been put on all Canadians, MP salaries
increased? Commissioners are reasonable.”
believe, and a number of public — \\ebsite response

opinion analysts concur, that four

observations help to explain antipathy toward adjusting MPs

remuneration at thistime.

First, Canadians remain anxious about their own financial prospects.
Although they sense ageneral improvement in the economy, they remain
uncertain about whether economic growth will trandate into their own
financial well-being; many have not yet felt any benefit in terms of their
own job or salary situation. In this context, thereis afeeling that any
improvement in MPS' compensation at this time would be premature and
unfair — it would be seen as an attempt to ‘ cash in’ on the improved
economic situation when others are not able to do so.

* The second observation is an outgrowth and reinforcement of the
first. The salaries and wages of Canada's federal public servants are
frozen at 1991 levels. This has had a significant impact well beyond
the 225,000 or so employees affected directly. When their
immediate families and other dependants are taken into account, the
salary freeze has an important bearing on perhaps one million
Canadians, with ripple effects on businesses and communities going
well beyond that. Irrespective of the merits of the freeze itself,
many Canadians seem to feel that MPs' compensation should not
rise unless and until the
freeze on public service
salaries has been removed.

» Third, Canadians seem to
draw a connection between
improvementsin MPs
compensation and
improvementsin the
government’s financial health.
In other words, people might
be at least a bit more willing
to contemplate a pay increase
for MPsif they had clear
confirmation that the annual
deficit had been eliminated.

What Canadians Told Us
“Beforethey run for office, | am sure
they know what salary and tax-free
alowances are available to them [but]
what about the average worker who has
had his wages frozen for a number of

years now.... If any increase is granted,
the tax-free allowance should be done
away with, added to their salaries and
taxed like any other citizen on the
whole amount.”

—Website response
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Even more Canadians might
agreeto araise oncethe size
of the national debt was
reduced.

* Findly, an attitude of
negativity ran through many
of the comments we received.
Many Canadians have a
disapproving view of what
Parliament does and how it
functions; thisopinionis
apparently based on a
perception of Parliament as
little more than aforum for
negative comment and

What Canadians Told Us
“The degree of responsibility, the
breadth of knowledge, their absence
from their regular professions while
acting as members of Parliament, their
status in society, and the fact that they

have been chosen by the majority of
voters from a constituency to represent
our interestsin a national forum and/or
make decisions on our behalf.
Responsibilities like these cannot be
underestimated.”

—Website response

partisan sparring designed to score cheap points rather than provide
good government. This appreciation of Parliament leadsto a
correspondingly low opinion of parliamentarians as agroup, whichin
turn may leave little taste for contemplating increasesin

parliamentary compensation.

Thereis no doubt that some members go too far in their attemptsto
embarrass the government or discredit the opposition and that the
prominence of such tactics in the daily business of Parliament can be
exaggerated by media attention. Yet afull understanding of Parliament’s

rolein our system of government
means recognizing that
confrontation and criticism are
inherent and indeed essential in
fulfilling Parliament’s
responsibilities, including holding
government to account for its
decisions and actions and
ensuring disclosure of
information important to the
public interest, allowing
parliamentarians— and all
Canadians — to reach informed
opinions and decisions on matters

of public policy.

What Canadians Told Us
“1 admire an individual who would
enter the realm of public office and
uproot their family without any
certainty of maintaining the position for
more than 5 years because the person
believes strongly in the democratic

system and wishes to ensure it
continues. | feel that adequate
remuneration is essential to prevent the
individual from succumbing to the
potential for corruption...”

—\W\ebsite response
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If Canadians judge What Canadians Told Us
parliamentarians harshly, it may  BEEEES TR GRS E VAT g 4ol

be precisely because MPs are don’'t deserve asdary increase because
exhibiting one of the fundamental [eiez o= Kol o RERE 00Ny 1o/ B8
characteristics of theingtitution [l EESTCERaIe RIS Sk o))

and fulfilling one of its — Website response
fundamental purposes— asa

forum for political adversaries, aplace of systematized confrontation, in
which governments are required to justify their conduct and performance,
while the opposition parties have an opportunity to demonstrate to voters
that they could do a better job of steering the ship of state. We return to
this theme as we set out the rationale for our recommendationsin the
next chapter.
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Asoutlined in the introduction to this report, we adopted three objectives

for our recommendations:

» toensurethat MPs not unduly preoccupied with personal financial
matters by seeing that the legitimate costs associated with being a
Member of Parliament are covered by the compensation package
available to members;

» to addressthe main public concerns we heard about the compensation
package; and to

» ensurethat our recommendations were fair in light of the economic
situation facing many Canadians, including unemployment, pay
freezes, and general economic insecurity.

Our recommendations address these criteria to the best of our ability
under the terms of our mandate.

Asdetailed in Chapter 2, members of both the Senate and the House of
Commons receive $64,400 per year as a sessiond indemnity. In addition,
members of the House of Commons receive an incidental expense
allowance ranging from $21,300 to $28,200; for senators, the expense
allowance is $10,100 per year. We refer to these two payments — the
indemnity and the allowance — as parliamentarians remuneration.

When the incidental expense alowance was introduced in 1945, its
purpose was to reimburse members for expensesincurred in the
discharge of their duties. The allowance was payable at the end of the
calendar year and was subject to deductions in respect of non-attendance
a dittings. It was taxable in the case of ministers, the leader of the
opposition, and senators. Today, the allowance is tax-exempt for all
recipients, is not subject to deductions for non-attendance, and is payable
monthly in the same manner as the indemnity.



Perhaps largely because it is paid regularly and automatically, together
with the fact that receipts are not required to document its use, the
incidental expense allowance has come to be regarded by most members
as part of their income. In our view, this situation should be reflected in
the way members' remuneration is structured.

1. Werecommend that the incidental expense allowance for
Member s of Parliament be eliminated and that their sessional
indemnity be increased by an equivalent taxable amount.

This recommendation will not increase members’ after-tax or take-
home pay. To establish the amount by which the sessional indemnity
should be increased to produce this result, we took the example of a
member of the House of Commons resident in Ontario, with a spouse and
two dependent children. We cal culated how much income tax (federal
and provincia) that member would pay after allowable deductions and
credits were taken into account. This enabled us to determine that the
annual before-tax salary for amember of the House of Commons should
be $106,010; for members of the Senate it would be $83,806. As stated,
however, after taxes and other payroll deductions are made, MPs' take-
home pay will be roughly the same asit is now.

The advantages of implementing this recommendation are twofold:

* It would establish greater transparency in members remuneration by
providing asingle sum, instead of a sessiona indemnity and an
incidental expense allowance, and making the entire amount subject
to income tax.

* It would improve comparability between members remuneration and
that of other Canadians, thus responding to one of the principal
objections we heard from Canadians — that provision of atax-free
expense allowance gives Members of Parliament an unfair benefit
that is not available to other Canadians.

2. Werecommend noincreasein thetotal value of the
remuneration provided to Member s of Parliament.

Although members’ current remuneration is by no means excessive or
extravagant — indeed, when compared with that of some of their
international and provincia counterparts, it might be considered modest



— our judgement isthat it is adequate. Moreover, despite the fact that in
recent years parliamentary salaries have declined in real terms, we are of
the view that increasing members’ pay at thistime would be inappropriate.

Employeesin the federal public service, the armed forces and the rRcmp
have endured, along with Members of Parliament, years of pay freezes.
Similarly, for some years now, Canadians who rely on a host of federal
payments and programs to sustain their standard of living have seen such
support stagnate or even diminish. These years may soon be over. The
imminent elimination of the federal deficit and forecasts for a continued
strong economy may mean an end to the current situation of freezes or
roll-backs for those on the federal payroll or dependent on federal
assistance. Even so, we do not believe that Members of Parliament
should be among the first to benefit from a more dynamic economy and a
sounder federd fiscal framework.

Historically, there has been arelationship between remuneration for
parliamentarians and salaries in the federa public service. Parliament
may wish to take thisinto account when warranted by changing
circumstances.

An important caveat is necessary in respect of members of the Senate.
Canadians have been deeply disturbed by recent media accounts of the
attendance record of some senators. Their concern is compounded by the
absence of congtitutional means to remove senators from office for such
unsatisfactory performance. We note the intention of the Senate to
introduce new rules and procedures that would result in substantial loss
of pay and services for members who are not carrying out their duties; a
subcommittee of the Senate’s board of internal economy and itsrules
committeeisin the process of examining what reforms are required. We
believe strongly that any increase in remuneration for members of the
Senate that might arise from changing circumstances must be contingent
on the establishment of effective rulesin regard to attendance and
performance of duty and that there should be rigorous procedures to
enforce these rules. Even in the absence of an increase, such rules and
procedures are necessary.

3. Werecommend that unjustified absences from the Senate result
in a penalty of 1 per cent of the sessional indemnity, or $850 per
day absent.



Unjustified absences would include any time beyond an established
number of days of sick leave each year not attributable to official public
business. What constitutes public business should also be clearly defined.
In our view, thiswould include the work of acommittee of the Senate or
ajoint committee of the Senate and House of Commons; travel or
preparation for aparliamentary delegation; and official representation
work when asked to represent the Parliament or government of Canada.
The Senate might also see fit to establish rules concerning other types of
absences, such asreligious holidays not covered by the parliamentary
calendar. Justifiable absences should not include an individual senator’s
corporate work, charitable work, or persona employment.

In 1990, an accountable travel status expense alowance (often referred to
as the housing alowance) was introduced for members of the House of
Commons to compensate them for the cost of meals, incidentals and
accommodation expenses while on travel status away from their principal
residence. The maximum reimbursement in any year is $6,000. The
allowance exists primarily because members of the House of Commons
work and live both in aconstituency and in Ottawa. It was felt that MPs
should not have to suffer the financid pendty involved in maintaining two
households, since it was a necessary — in fact, vital — condition of their
work. Memberswhoseriding isin the Nationa Capital region do not, of
course, have to maintain two residences, but they are éigible for
reimbursement, on presentation of receipts, when travelling on officia
business el sawhere in the country.

We agree with the basic reasoning behind the allowance, but we find
that the maximum amount of $6,000 is inadequate for the purpose
intended. For most M Ps, the current allowance works out to less than the
daily amount — $50 — that public servants receive for meals alone when
travelling on work-related business. Since the allowance was intended to
reimburse members for meals and accommodation, not to mention
related expenses, itsinadequacy is obvious.

4. Werecommend that the accountable travel status expense
allowance be increased to a maximum of $12,000, recognizing
that even with thisincrease, many MPswill still haveto
absorb some of the cost associated with staying in Ottawa.



Members of the Senate receive no such allowance at present.
Congtitutionally, the Senate is an equal House of Parliament, and many
senators aso bear the financial burden of commuting and living part-time
in Ottawa. At the same time, the burden on senatorsis arguably lighter,
since the Senate normally sits three days a week, compared to five days
for the House of Commons. On balance, therefore, our view isthat a
travel allowance for senators, set at half the amount provided to members
of the House of Commons, is appropriate.

5. Werecommend that members of the Senate be dligible for
reimbur sement, on presentation of receipts, for travel status
expenses up to a maximum of $6,000 annually.

Currently, the Speaker of the Senate receives an additional alowance of
$31,000 per annum; the annual allowance for the Speaker of the House
of Commonsis $49,000 per annum. We note also that the Speaker of
the House is provided with living accommodations on Parliament Hill
and just outside Ottawa. No such provision is made for the Speaker of
the Senate.

We certainly do not take issue with the remuneration or
accommodations of the Speaker of the House of Commons, but we find
that the Speaker of the Senate is under-compensated by comparison. The
Speaker of the Senate fulfils an important role. Ranking fourth in the
order of precedence, after the Governor General, the Prime Minister and
the Chief Justice of the Supreme Court of Canada, the Speaker of the
Senate is often called upon to assume a representative role on behalf of
the government, receiving foreign delegations and travelling abroad on
gpecial missions. The Speaker of the Senate is as involved as the Speaker
of the House of Commons in presiding over parliamentary proceedings
and in representing Parliament to outside bodies. These duties can only
increase as Canada’s foreign and economic relations continue to expand
and as Parliament establishes co-operative relationships with devel oping
democracies around the world. This should be reflected in the Speaker’s
allowance.

6. Werecommend that the allowance for the Speaker of the
Senate beincreased by $5,000, to $36,000.



The Speaker pro tempore of the Senate (or deputy speaker) receives no
allowance at present. By contrast, the deputy speaker of the House of
Commons receives an allowance of $25,700, and the two assistant
speakers receive an alowance of $10,500 each. We can see no reason
why the comparable Senate position should go uncompensated.

7. Werecommend that an allowance of $10,500 be provided to the
Speaker pro tempore of the Senate.

The importance of the relative relationship in compensation that exists
generally between MPs and public servants (as noted earlier) iseven
more significant in the case of ministers and deputy ministers. While
ministers are not expected to manage their departments on a day-to-day
basis — this being the responsibility of deputy ministers— ministers are
ultimately responsible for activitieswithin their portfolios. They provide
direction to deputy ministers not only in respect of policy but alsoina
wide variety of other circumstances, and in our view the ministerial
allowance (which now stands at $46,645) should reflect thisreality. The
current annual salary range for deputy ministersis $117,000 to $170,500.

8. Werecommend that the additional indemnity for ministers of
the Crown be adjusted so that, when combined with the other
income minister sreceive as M ember s of Parliament, ministers
are paid asmuch as, if not dightly morethan, thosereporting
tothem.

At present, the chairpersons of Senate and the House of Commons
committees receive no additional remuneration for their extra
responsibilities. The work of committees isimportant in the
parliamentary system and should be enhanced, as recommended, for
example, by the Special Committee on Reform of the House of
Commons (the McGrath committee) in 1985. Recognizing the role of
committee chairs by providing them with some additional compensation
isin keeping with the move to strengthen the role of committees.



9. Werecommend that the chairsof all House of Commons,
Senate and joint standing committeesreceive an allowance of
$5,000 per annum.

The pension plan for Members of Parliament has attracted negative
public reaction because of its apparent generosity. The fact is, however,
that most people who run for federa office have to interrupt a career to
do so, with consequences for their career development or seniority ina
job and their prospects for future employment and earning capacity after
service in the House of Commons.t Indeed, analysis conducted for the
Commission demonstrated that the plan is comparable to pension
arrangements in the private sector for executives hired in mid-career (see
Research Paper 7).

Following the Sobeco Ernst & Young report on parliamentary
compensation, submitted to the Treasury Board in 1994, changes were
made in the pension plan, bringing it more into line with private-sector
plans. The age of pension dligibility was raised to 55, as recommended
by Sobeco, instead of pensions being payable immediately upon leaving
Parliament. In addition, the pension accrual rate was reduced from 5 per
cent of salary per year of serviceto 4 per cent. (Sobeco had
recommended a reduction to 2 per cent.)

The current plan isaso in line with those for legidatorsin comparable
liberal democracies and plans for some provincia legidators, athough
some provinces have eliminated their defined benefit plansin recent years.

Thus the Commission concludes that the pension plan for Members of
Parliament is not out of line with other plans designed for similar
purposes.

The Commission also reviewed current benefit plans for members
(medical and denta care, disability insurance, etc.), concluding that they
arevirtually identical to those for executivesin the federal public service.

The Commission has five recommendations with regard to pension and
benefit plans for Members of Parliament.2

1 Thisissueisdiscussed further in Volume 2, Research Paper 6.

2 Further details on how the recommendations would work in practice can be found
in Research Paper 7, “Review of Pensions and Benefits for Members of
Parliament”, in Volume 2.



10. Werecommend that the pension accrual rate for M ember s of
Parliament bereduced from 4 per cent per year of serviceto
2.5 per cent and that the member contribution rate be
reduced to 5.5 per cent. Thelower accrual and contribution
rates are possible because they would be applied to a larger
amount, consisting of the sessional indemnity and the expense
allowance, as proposed in Recommendation 1.

At present, members pension accruals and contributions are based on a
percentage of the sessional indemnity alone. Given our recommendation
that members be accorded a single taxable salary, future pension accruals
and contributions would be based on a percentage of that salary. With a
higher taxable salary, accrual and contribution rates can be lowered.

Lower accrual and contribution rates, when applied to the salary we
recommend, will result in pensions and member contributions similar to
those under the current plan for members of the House of Commons. For
members of the Senate, the percentages would have to be adjusted in a
manner that would make the results consistent with those recommended
for the House of Commons.

In addition, the recommended accrual rate is only marginally above that
of regular pension plans (instead of being twice as high), thus addressing
asignificant public concern about the terms of the pension plan.

Asthe proposed parliamentary pension plan would be more comparable
to regular pension plans, we recommend that members who had opted out
of the current plan be able to opt back in to the proposed defined benefit
plan, retroactive to the date of eection. The exact terms of the buy-back of
past service should be determined in an equitable fashion.

Also, thetotal cost to the government of sponsoring the members
pension plan will decline by 27 per cent. This reduction, from $5.9
million to $4.3 million annually, results from alarger proportion of the
pension benefits being provided under the registered pension plan.

Even after implementation of Recommendation 10, however, some
members may still be uncomfortable belonging to a plan that appears
more generous than those available to most of their constituents. An
opting-out provision would accommodate these members.

11. Werecommend that the pension plan for Member s of
Parliament include a once-only opting-out feature for current
membersand all newly elected membersin thefuture.



Members of the 35th parliament (the one elected in 1993) were given
an opportunity to opt out of the pension plan, but this option was not
made available to newly elected members of the 36th parliament (the
current one). The result of our recommendation would be to extend this
option, once only, to all current and future Members of Parliament.

12. Werecommend that a separate plan be established for
member s who choose to opt out of theregular plan.

Allowing opting out without providing some form of financial
recognition of this choice could result in financial hardship for some
members, given the challenge of accumulating assets for retirement if the
member’s salary isthe family’s only income. The alternative we propose
isadefined contribution plan (see Research Paper 7). Under thistype of
plan, members contributions of 5.5 per cent of the sessional indemnity
would be matched by the government. The combined contribution would
beinvested in afund to provide benefits to members after they left the
House. Most of the terms of the proposed defined benefit plan would also
apply to the defined contribution plan, such as pension commencement
no earlier than age 55 and 60 per cent joint and survivor benefits. With
regard to vesting, however, we recommend that the defined contribution
plan be vested after two years, rather than the six-year service
requirement under the current and proposed defined benefit plans.

In our view, the defined contribution plan represents alow-risk/low-
reward plan, whereas the current plan represents a high-risk/high-reward
plan. Thisis because, to be digible for abenefit under the current plan, a
member must be re-elected at |east once, and experience tells that, on
average, fewer than 60 per cent of members are returned to office. Under
the alternative plan we propose, members would be entitled to benefits
after two years and therefore would not need to be re-elected to be
entitled to a benefit. The benefits available under this plan, however,
would generaly be on the order of one-third to one-half of those
available under the current defined benefit plan. Unlike the current plan,
however, accrued benefits under this plan should be portable to another
pension plan when the member |eaves the House.

It should be noted that the proposed level of government contribution
to the aternative plan isin line with employer contributionsto plansin
the private sector.



Another compensation issue requiring attention is arrangements for
financial assistance for the transition from service in Parliament to
private life when amember resigns or is defeated at the polls.

13. Werecommend that the severance allowance for departing
member s of the House of Commons be delinked from the
pension plan, so asto ensurethat all departing membersare
entitled to either an immediate pension (if they are age 55 or
older) or a severance allowancein the form of sx months salary.

In our view, departing members should be entitled to either an
immediate pension (if they resign or are not re-elected after age 55 and
have at least Six years service in Parliament) or a severance alowance. At
present there isagap in the arrangements, aresult of 1995 amendments to
the plan. Departing members with six years' service who have not yet
reached the age of 55 receive no severance allowance — they will receive
a pension when they reach 55 but receive nothing in the meantime to
cushion their departure (often involuntary) from Parliament. Under the
current rules, members who opted out of the pension plan receive a
severance allowance. Under our proposal for opting out, members who
chose to opt out would receive a severance alowance only if they had not
reached age 55 at the time of their departure from Parliament.

Providing severance pay for these memberswould result in only a
minor increase in the cost of the severance alowance program, and we
believe that thisis reasonable. Departing members are entitled to a
relatively financially secure transition from Parliament to the work force
or to retirement, as the case might be.

Finally, we considered the benefits, such as medical and dental
insurance, available to members.

14. Werecommend no changein members benefit plansat this
time.

The analysis conducted for us determined that current benefit plans
for members are in line with those in the private sector and elsewhere
in the public sector, although they do lag somewhat behind the most
recent private-sector trends, such as flexibility in benefits packages and
provisions to ensure tax-effectiveness. At thistime, however, we
believe that it isimportant to maintain comparability between the
benefits available to Members of Parliament and those available to
senior executivesin the federal public service.
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The Commission’s work was assisted enormously by a great number of
people who offered expertise and advice. We are grateful for their help,
often provided at no cost to the Commission. Many of them are
mentioned bel ow. We apologize for any names or affiliations that may
have been omitted inadvertently.

Members of the Senate and the House of Commons from all political
parties made time for frank discussions and co-operated in every way
possiblein our search for information and ideas. We are particularly
indebted to the following members:

Hon. Gildas Molgat, Speaker of the Senate
Hon. Pierre Claude Nolin

Hon. William Rompkey

Hon. Colin Kenny

Hon. Gilbert Parent, Speaker of the House
Sue Barnes, M.P.

John Cummins, M.P.

Joe Fontana, M.P.

Christiane Gagnon, M.P.

Hon. Gilbert Normand, PC., M.P.
Deborah Grey, M.P.

Réal Ménard, M.P.

Peter Milliken, M.P.
DennisMills, M.P.

Beth Phinney, M.P.

Jerry Pickard, M.P.

Nelson Riis, M.P,

Brent St. Denis, M.P.

Suzanne Tremblay, M.P.

Else Wayne, M.P.

Randy White, M.P.



Staff of the Senate, the House of Commons, the Library of Parliament,
and individual Members of Parliament provided indispensable research
assistance and documentation related to members' compensation and to
Parliament itself. Those listed below could not have been more helpful.
Bonnie Campbell, Library of Parliament
Finn Poschmann, Library of Parliament
James R. Robertson, Library of Parliament
Vincent Klassen, office of the Speaker of the House of Commons
John McCrea, Comptroller, House of Commons
Vincent MacNell, office of Senator Milne
Gary O'Brien, Director of Senate Committees
Siroun Aghajanian, Director of Finance, Senate
Luc Desroches, Finance Division, House of Commons
Charles Robert, Deputy Clerk of the Senate
Margaret Littlgjohn, office of the Hon. Don Boudria
Andrew Cameron, office of the Hon. John Manley
Martin Carver, office of Dr. Carolyn Bennett, M.P.

Darrick Lutz, office of the Hon. John Manley
Martin Tremblay, office of the Hon. John Manley

The generosity and wisdom of six distinguished Canadians made
possible the presentation of a panel discussion exploring the issue of
MPs' remuneration from various perspectives. We learned much and,
thanks to CPAC’stelevision broadcast of the proceedings, we hope other
Canadians were al so enlightened and stimulated. Participating in the
panel discussion were the following:

Professor Caroline Andrew, Dean of the Faculty of Social Sciences,
University of Ottawa

Jan Brown, former AlbertaM.P. (Reform Party)

Hon. John Crosbie, PC., Q.C.

Professor Desmond Morton, Director, McGill Institute for the Study of
Canada

Philippe Martel, M.Ps., M.B.A., Caron Bélanger Ernst & Young
Laurier Lapierre, Moderator



The following members of CPAC staff ensured that the discussion was
recorded and broadcast:
Ann Trueman, Producer
Richard Sinha, Director
Daniel Perras, Technical Services

For administrative purposes, the Commission was under the auspices of
the Privy Council Office. PCO officials ensured that the Commission
functioned smoothly and that our many requirements were met quickly.
We especially want to thank Elisabeth Nadeau, Assistant Deputy
Minister, Corporate Services, and all the staff of the Corporate Services
Branch and of the Trandation Services Division for the efficiency and
dispatch with which they discharged their duties. We also thank the
following for their valuable assistance:
Héléne L éroux, Communications
Lise St. Jacques-Ayoub, Senior Personnel
Gérald Simoneau, Communications
Phil Kinsman, Communications

Public opinion analysts were most forthcoming and helpful in our
efforts to understand public attitudes, and we are grateful to them:
Christian Bourque, Angus Reid Inc.
Daryl Bricker, Angus Reid Inc.
Conrad Winn, Compas Research
Frank Graves, Ekos Research

Many others both inside and outside the federa public service were
equally helpful, and we specifically acknowledge the following:
Joanne Beckstead, Statistics Canada
Sandra Shadlock, Statistics Canada
Margaret Parlor, Statistics Canada
Peter Dobell, Parliamentary Centre for Foreign Affairs and Foreign Trade
Mary AnnAllen
Ginette Brennan, office of Dalton McGuinty, M PP
Nicole Frenette, office of regiona councillor Michel Bellemare
Ken Kritsch, Policy Analyst, Chief of Human Resources Office, Treasury
Board Secretariat
James MacEachern
Pierre Martin
Tim McConnell, President, Canadian Human Resource Professionals
Kate Milloy
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William P. Mitchell, Robert Joy and personnel of Canada
Communication Group

Carol Roach, office of Dalton McGuinty, MPP

Robert Notman, President, Murray Axsmith (Ottawa) Limited
W. Saunders

Shirley Segal, Treasury Board Secretariat

James Shields
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P.C. 1997-1101
July 31, 1997

CANADA

PRIVY COUNCIL ® CONSEIL PRIVE

His Excellency the Governor General in Council, on the
recommendation of the Prime Minister, pursuant to section 68 of the Parliament of
Canada Act, hereby:

(a) appoints the Honourable Jean-Jacques Blais, P.C., of Ottawa, Ontario,
Monique Jérdme-Forget, of Montreal, Quebec, and Raymond Speaker, of
Enchant, Alberta, as Commissioners to inquire into the adequacy of the annual
variations of sessional allowances payable to members of the Senate and the
House of Commons and other allowances payable to them and to report
thereon to the Governor in Council, in both official languages, with such
recommendations as they consider appropriate, within six months of the date
of their appointment; and

(b) orders that:
(i) the Commissioners be empowered to engage the services of support and
other staff as may be required to assist them in carrying out their work at
rates of remuneration and reimbursement approved by the Treasury Board,
(ii) the Commissioners be assisted by the Privy Council Office, with the
financial and administrative services necessary for the work of the

Commission,

(iii) the Honourable Jean-Jacques Blais, P.C., be Chairperson of the
Commission,

(iv) the papers and records of the Commission be deposited with the Clerk
of the Privy Council as soon as may reasonably be expected after the
conclusion of the work of the Commission, and

(v) the Commission be known as the Commission to Review Allowances of
Members of Parliament.

CERTIFIED TO BE A TRUE COPY-COPIE CERTIFIEE CONFORME

CLERK OF THE PRIVY COUNCIL~LE GREFFIER DU CONSEIL PRIVE



