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Moreland, J.W. Alexander Services Limited . . « « &
Morrz11l, D.L. Canadian Chamber of Commerce . . . .
Morrow, Herry M, Canadian Association of Social
BRI PR Lo R PRIt RO e s o ol e s 5l 4 by 2, 0,
Myers, Robert J., "The effect of dynamic economic
conditions on a static-provision naticnal pension
Sphemaiuar . St e, e, SEnial .
Myers, Robert J, "Method of automatically adjustin
the maximum earnings base under OASDI . . . . .
Myers, Robert J. Social Security Administration of
Batihan DATRORSG LG i ot el o v, 0l 4, aumiai o, ou e
Nason, Dr. Gerald Canadian Teachers' Federation . .
National legislative Committee. International
Rk iame Drotherhoods Brtel @, ¢ oo v o o 5 6 vis
Neilson, lkiss ithel, Senior Women's Committee for
e e TS A P R

o e s ® . Pu Gy Oy &

Nos.,

20
23 p.2006=7

13 p.852-61 &
23 p.1992

23 p.1992
21
14

19
21

17
17

21
18
23 px1992

18

23 p.2014-15
23 p.1997-2006

17

. 22 p.1928-9

16

12 p.769-778
17
18

g by

20

20 p.1655-62

20 p.1l663-75

o 14,.15

21
19 p.1530-1
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New Brunswick Teachers Association Brief (See)
Teachers! Urganizations Atlantic Region . . . . .
New Brunswick Teachers' Association Witness . . . .
Newfoundlend Teachers Association Brief (See)
Teachers Yrganizations Atlantic Region. . . . . .
Newfoundland Teachers Association Witness .
Nichol, J.H. United Fishermen and Allied Workers'
S Ol S s S s T A s s 6 s ele e N s e e

i ..

- * brng R o Jamil g .  vena el e ol Geelt et | e . e o " ot Rt

.le, Robert A, Brief Dec. 29-64 . . .
Vix. R.A. Canadian Life Insurance Officers Associa-
Vitony: Witness. .« <0 4490 % %
North American Life Assurance Co. of Canada
Novz Scotia Teachers Union Brief (See) Teachers'
vrganizations Atlantic Region . « « ¢ ¢ ¢ ¢ ¢ & &
Nova Scotia Teachers Union Witness .« « « ¢ o o o &
Cld Age Securlty Contributions « « « o s « ¢ « o o o
Ollivier Dr. P.M. “Parliamentary Councili . o « +« o &
untariviGovernment ~Brief Ty  GF QiR WGy o SWEGERT .
Ontario Proposal, Estimated Cost of & « o ¢ o o o »
Ontario Teachers! Federation 'Brief . . . . . .
Osbome, J.E.E. Technical adviser to the Commlttee.
OUsborne, J.E.Z. Technical adviser to this Committee

e e i, MY .
LA TR, R, (R B R o e .

Ottawa Fire Fighters Association . +/d's o o' o o'v s
Parker, Tom. Nova Scotia Teachers' Union . . . . . .
Participating population i’ « G s W e ¢ o e v o o o
Personal Savings as % of disposable personal Income.
Prilpott, Miss Florence. Canadian Association of

Social-Workers: s o o » s %
Popiiin, J.W. Canadian Life Insurance Officers
issociation . « . &
pulation., Average ages based on 1961 census . . .
populatLon, Projected to year 2050 . .
Pamlation: projections” [m il S0 JNlaBa WIERT S,
Prince Bdward Island Teachers' Federation Brief

(See) Teachers' Organizations Atlantic Region . .
Private Insurance and Public Responsibility . . . .
“rivate Plan Coverzge in Canada . . .
wantitative effects of Canada Pension Plan and

Quebec Pension Plan on Income, Spending and Saving

WNder various ‘asgtnipbicie. 5 LNGRSS WS . . .
Questions, Dec,  15-196L ... -Replies &« « v = & « «
Railroads, American operating in Canada. Witness

Ay Duunbert: Beotty, Q.Co Brief « sin = v v w'% »
Reymond, Paul CNR General Chairmen's Association .
Redistribution of personal income in Canada, by

WM Anereon 'V £ RV N W e
References to evidence adduced . . ¢ ¢ ¢ o' &
Refund under Canada Pension Plan, Application for .
Replies to Questions asked Dec, 15, 1964 . . « o « &

. b Rlg el L ek e e .

L T A DSy MEE. SR e e k. .
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Cpli et Ak | e e

. . o e Yo | Y

Nos.

2 p.1930-41 &
2L p.2039-40
23 p.2034-8

12
iy, 15
21
8 p.436
23
21 p.1778-1784
21 p.1791

21 p.1810-13

12-19 incl.

L, -6, 7, 10,

2Ly 22

22

21

10 p.521-8
8 p.437

20

12,223
10 p.48L

10 p.513-520
10 p.504-520

12 p.769-778
18 p.1435

8 p.L22-432
12 p.706-7

19

14 p.953-968
24 p.2113-16
21 p.1799-1800
12 p.706-7
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”*Repo to the House of Commons Third Report . . . . « 24 p.2041-3

"Qcta*l Couliel LAGP Banala " Brief Vet 00 9 et . o 14 pi969<97L

» Retirement Test. One half of earnings between 900

A D500  End  AE1 0T OX0E8S U V. & s s s+ s ¢ o s 11 App.P p. 344

B Richardson, Fred lMinistry Transport Representation . 23 p.1997-2006

B Roberts, Hon. John Letter to Prime Minister

] PRE."Hon, EBIAPBarecn), ¢ LT 0AENTE A0 o 2L pl.1T96-8

¥ Roberts, Hon. John Statement at Federal Provincial

b Conference orn Pensién -Plans: v s % & % % & s = o o 2L p.1792=5
Roberts, Hon. John Statement in the Ontario Legis-

ERNUNET UL TR IR0 A DEBAS. IR0 s ¢ s e v e 24p.1785-8
Roberts, Mary T. Letter to Mr. Pearson dated Nov,

. B nduslcarieat Dy 20 0L Brlelis L0 8 s v e s s 231 pe2008-~9

@ Ruse, Edward, F.S.A. (Fellow Soc1ety of Actuaries)

' BEANE T LR R R L e e e e e 22 ped 120,

Rise " Tdward’ ' Witness ., 0 485G A8l o s vin v w 22

Sager, Barl 'R.R. No.' 2 'Medoc, Ont. “Brief . . . « « 23 p.2019=21
Salvation Army, 20 Albert St., Toronto, Ont. Letter

I Co theSpecial Joint:Committee « « % & + % % » » » 23 p.1997

| Saskatchewan Teachers Federation Brief (See)

Teachers Organizations in the Western Region . . . —-
BavinvasRAGi 05 ¢ Fea i L MO G L anianries. Lo B App. D p. ABL
f Scott, Cuthbert, Q.C.. (Solicitor for Great Northern
Rallway Company, Midland Railway Company of Manitoba
The New York Central Railroad Company) « « « « o o 22

! Senior Citizens'! Advancement Committee Brief . . . . 22 p.1926-7
# Senior Wenmen's Committee for Pension Increase Brief. 15 p.l058-9
P Sharpe, H.L. Canadian Life Insurance Officers
I RSEOCTELTON  “ow W IR, AR U ol o VRl 5
f Shepperd, D. Assistant Deputy Minister of Natlodal iR SO ABRE N P T

TEave e s O R R EINSE WA RO U, 1, Iy He e e A el By 22, 23
Social SevhrLuy AdninSstrBtion ol DS B i Ll o 4 s lh, 15
Staiford, M.C. Canadian Construction Association . . 21
Stavenes, [, United Fishermen and Allied VWorker's
‘ SIRRDID MO o, oo WO o me kg W by kel el talve we 08 el be ve. B2 PedP30-41

Stcele, Mrs., G. Letter to the Special Joint Committes 23 p.2007
Stevens, H. United Fishermen and Allied ‘Worker's

RRILON PMBIACRS, Sy SRR TR, o0 iaine ha be e ve va e RF PLO30-4L1
‘ R PR PR U PR D ORI SRS T Wy g e
:istcvens, P. Canadian Construction Association . . . 21
Stevenson, D.W. Ontario Dept. of Lconomics and
‘ VUSTOLOPEBAL PWF IS o0 VMDY IS0 T WS IS8y iy ve 20

Style, H.B. Canadian Manufacturers Association . . . 18
BEUEY NG TS Bee LI bR IS, EVERL § iy (e v iie e e v ke ve o XD PuSLLl=b
Sweden, 0ld Age Survivors and Disability Pensions . . 23 p.l967-71
f Teylor, H. Union Carbide Canada Limited Toronto . . 18
¥ Teachers Organizations Atlantic Region. Brief . . . 21 p.1806-9
§ Teachers' Organizations in Western Region Brief . . 21 p.1814~-15
¥ Third Report to the House of Commons . . . . . . . . 24 p.2041-3
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# Thorson,

B il1ard, Or.

LG

B RaR s, SN RBEIPed) Brief . . sl eie 0 s s 6
D. Assistant Deputy Minister of Justice .
I Toronto Fire Fighters Association .
Transition period of Canada Pension Plan . . . . . .

. o . R AN e e

I Trentl R Dent ol MBUIANCe s 4 s s ed s 0 b ee
! Tuck, J.A. Canadian Life Insurance Officers Assoc..
Unemployment, its cause and cure by P, Ackerman . .

F Unemployment Insurance . « « « ¢ « o o o o o o o o o
| Uncmployment Insurance - Contributions . . « « « « &
f Union Carbide Canada Limited, Toronto . « « « « « o
United Fishermen and Allied Workers Union Brief . .
Eletterito correct p, 20 of Brief . . o ¢ ¢ vlieieie e
I United States. 01d Age Survivors and Disability
‘ e s GRS et e g I P S
R iniversity of British Columbia Brief' . . . & o ¢
P University of British Columbia Witnesses . . . . .
Villeneuve, J.P. Canadian Manufacturers Association

:'-Ont rc al W A NI e e R et Lk e Tl e e el e e e e e

Wages ,& Salaries Increases - Tables . . o « o & o o
Yatson, G.N. rfellow of the Society of Actuaries . .
latson, G.N. Fellow of the Society of Actuaries

B ’3 f‘ie f WEEL R (g Y e N L e o e e e e . . e e . 9. @ e e
; Watt, Robert Salvation Army Toronto Ont., Letter to
} Ale ;:‘.)c' c ial Joint Commit tee . K . - - - . . . . .
P Weekly Forum of Management Ideas for Insurance Ex-

‘ ecuti ves

Weir,~Mrs. Helen Canad1¢n Congress of Women . . . .
ells, &r, S, CPR General Chairmen's Association .
=nt, E.Z, Retail Council of Canada and Vice

President Dominion Stores RAREREA 'y L B E

{est Germany. Old lfge, Survivors, and Disability

P

E e Tl e I L A bt P SRR R SR
B ltchouse, Fred W. Federal Superannuates National
LRGN o (AR T ) i PR S e GRG S PR A RO
law, J.C. Canadian Manufacturers Association

-..,onw.... SO O e R B R R S

i Widow's Pensions, Loi ERdaninted . ook e

. A' do

| . . . - L . . . . . L . L b - - - . . - - . .
fWidc sions. Letter f*on M;rgaret Zvelyn
"“-JU.,;'ld . . - . - . . - o e 0l . - .

Joseph. Deputj Minister of Welfare . .

. - . . . - . - . . . - - . . . . L4 . Ll . . Ld . . .
B LLiam M Mercer Limited Brief . . . s v ¢ e a0
iWills, L.F. Honeywell Controls Limited, Leaside . .

»

fiinngpeg Chamber of Cormerce Brief . . .. . . « &
Woods, C.J. William M. Mercer Limited 'Brief . . .

tWyatt Company. Actuaries and Employee Benefit Consul-
tents letter to Special Joint Committee dated
Jaﬂ . 29—1965 . e e 8 e eite. e . ® T Sl TR R ] LR R

Nos,
12 p.733-768
2-=9 incl. &
21=24 incl.
22
12 0. 1437
10
12, 13
23 p.2024-6
)
8 p.435
18
22
24

23
19
20

p.1930<41
P.2039-40

p.1976-9
p.1535-61

18
8
13

App.C p. 433

13
23
e

1

-

i,
1L
23
19

pP.847-51
p.1997
p.769-778

Pe 19 30-’[&

18
7 app. Q
P«373-5

23 p.2006-7

1-11 incl.

21-24 incl,

16 p.1175-7

18

17 p.1315-19
16 p.1175=7

23 p.1994-5
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HOUSE OF COMMONS

Second Session—Twenty-sixth Parliament
1964-1965

SPECIAL JOINT COMMITTEE OF THE SENATE
AND OF THE HOUSE OF COMMONS

- Appointed to Consider and Report upon Bill C-136, An Act to
establish a comprehensive program of old age pensions
and supplementary benefits in Canada payable to
and in respect of contributors.

Joint Chairmen: Senator Muriel McQ. Fergusson and
Mr. A. J. P. Cameron (High Park).

MINUTES AND PROCEEDINGS AND EVIDENCE

(Meetings held during the adjournment of the Senate and
of the House of Commons, as of January 12, 1965.)

No. 18

WEDNESDAY, JANUARY 20, 1965

WITNESSES:

Messrs: J. E. E. Osborne, Technical Adviser to this Committee; Samuel Eckler,
Consulting Actuary; From: The Canadian Manufacturers’ Association, Mr. H.
B. Style, First Vice President; Chairman of the Board, John Inglis Company
Limited, Toronto. From: Dominion Bridge Company Limited, Montreal, Mr.
C. C. Belden, Manager, Employee Relations. From: Imperial Oil Limited, To-
ronto, Mr. J. K. Marcus, Supervisor, Benefits, Employee Relations. From: Cana-
dian General Electric Company Limited, Toronto, Mr. L. E. Marrs, Manager,
Personnel Accounting, Corporate Department. From: Union Carbide Canada
Limited, Toronto, Mr. H. Taylor, Vice President, Industrial Relations. From:
The Canadian Manufacturers Association, Mr. J. P. Villeneuve, Chairman, Que-
bec Division Industrial Relations Committee; Vice President Industrial Rela-
tions and Personnel, Johnson & Johnson Limited, Montreal. From: The Cana-
dian Manufacturers’ Association, Toronto, Mr. J. C. Whitelaw, Executive Vice
President and General Manager. From: Honeywell Controls Limited, Leaside,
Mr. L. F. Wills, Vice President and General Manager. From: Alexander Services
and Dubley Funnell, Consulting Actuary, Messrs Norman G. Kirkland and J. W.
Moreland, both Vice Presidents.

ROGER DUHAMEL, F.R.S.C.
QUEEN’'S PRINTER AND CONTROLLER OF STATIONERY
OTTAWA, 1965
21757—1




MEMBERS OF THE COMMITTEE FOR THE SENATE
Honourable Senator Muriel McQ. Fergusson, Chairman,

and Honourable Senators:

Blois Lang Smith (Kamloops)
Boucher Lefrancois Stambaugh

Croll MecCutcheon Thorvaldson
Denis Smith (Queens-

Flynn Shelburne)

MEMBERS OF THE COMMITTEE FOR THE HOUSE OF COMMONS
Mr. A. J. P. Cameron, M.P. (High Park), Chairman

and Messrs.

Aiken Gray Macaluso
Basford Gundlock Monteith
Cantelon Howe (Wellington-Huron) Morison

Cashin Knowles Munro
Chatterton Laverdiére Perron

Coété (Longueuil) Leboe Prittie

Enns Lloyd Rhéaume
Francis (Mrs.) Rideout

(Quorum 10)

Maxime Guitard,
Clerk of the Special Joint Committee.
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(Meetings held after adjournment of the House)

MINUTES OF PROCEEDINGS

WEDNESDAY, January 20, 1965.
(35)

The Special Joint Committee of the Senate and of the House of Commons
on the Canada Pension Plan met at 10:10 o’clock a.m. this day. The Joint
Chairman of the Senate section, Senator Fergusson, presided.

Members present:

Representing the Senate: Honourable Senators Boucher, Croll, Denis,
Fergusson, Lefrancois, Smith (Kamlops), Smith (Queens-Shelburne), Stam-
baugh, Thorvaldson—9.

Representing the House of Commons: Mrs. Rideout and Messrs. Cameron
(High Park), Cantelon, C6té (Longueuil), Francis, Gray, Gundlock, Knowles,
Laverdiére, Leboe, Lloyd, Macaluso, Monteith, Morison, Munro, Prittie,
Rhéaume—17.

In attendance: Mr. Samuel Eckler, Consulting Actuary.

Also in attendance: Mr. J. E. E. Osborne, Technical Adviser to this Com-
mittee.

The Joint Chairman, Mrs. Fergusson, tabled a letter received from Mr.
F. C. Dimock, Secretary of the Canadian Life Insurance Officers Association,
explaining Chart I in that Association’s submission presented on January 13,
1965.

On motion of Senator Croll, seconded by Senator Stambaugh,

Resolved,—That the letter from Mr. Dimock be printed as an appendix to
this day’s Minutes of Proceedings and Evidence. (See Appendix A23)

The Committee agreed that the brief previously submitted by Mr. Eckler
be printed as an appendix to this day’s Minutes of Proceedings and Evidence.
(See Appendix A24)

The Joint Committee introduced Mr. Eckler who summarized his brief,
and was questioned.

The questioning being concluded, the Joint Chairman thanked the witness,
who then retired.

At 12:30 o’clock p.m., the Committee adjourned until 2:30 o’clock p.m.
this day.

Dorothy F. Ballantine,
Clerk of the Committee, Pro tempore.

1329
21757—1}



1330 JOINT COMMITTEE

AFTERNOON SITTING
(36)

The Special Joint Committee of the Senate and of the House of Commo_ns
on the Canada Pension Plan reconvened at 2:35 o’clock p.m. this day. The Joint
Chairman of the House of Commons section, Mr. Cameron (High Park),

presided.
Members present:

Representing the Senate: Honourable Senators Boucher, Croll, Denis, Fer-
gusson, Lefrancois, McCutcheon, Smith (Kamlops), Smith (Queens-Shelburne),
Stambaugh, Thorvaldson (10).

Representing the House of Commons: Mrs. Rideout and Messrs. Aiken,
Basford, Cameron (High Park), Coté (Longueuil), Francis, Gray, Knowles,
Laverdiére, Leboe, Lloyd, Macaluso, Monteith, Morison, Munro, Prittie (17).

In attendance: From The Canadian Manufacturers’ Association, Mr. H. B.
Style, First Vice President; Chairman of the Board, John Inglis Company
Limited, Toronto. From Aluminum Company of Canada Limited, Montreal,
Mr. R. L. Auger, Manager, Employee Benefits Division. From Beach Industries
Limited, Smith Falls, Mr. R. J. Beach, President. From Dominion Bridge Com-
pany Limited, Montreal, Mr. C. C. Belden, Manager, Employee Relations.
From The Steel Company of Canada Limited, Hamilton, Mr. J. G. Connor,
Manager, Insurance & Pension Department. From The Alexander Fleck Limited,
Ottawa, Mr. L. W. Fleck, President. From The Canadian Manufacturers’ As-
sociation, Toronto, Mr. I Freedman, Manager, Industrial Relations Department.

From Canadian Manufacturers’ Association, Mr. Willis George, Canadian Rep--

resentative. From Imperial Oil Limited, Toronto, Mr. J. K. Marcus, Supervisor,
Benefits, Employee Relations. From Canadian General Electric Company Limited
Toronto, Mr. L. E. Marrs, Manager, Personnel Accounting, Corporate Depart-
ment. From Union Carbide Canada Limited, Toronto, Mr. H. Taylor, Vice Pres-
ident, Industrial Relations. From The Canadian Manufacturers’ Association
Mr. J. P. Villeneuve, Chairman, Quebec Division Industrial Relations anci
Vice President, Industrial Relations & Personnel, Johnson and Johnson Limited
Montreal. From Shell Canada Limited Toronto, Mr. W. D. Walker, Specialist’
Policy & Benefits. From The Canadian Manufacturers’ Association, Toronto’
Mr. J. C. Whitelaw, Executive Vice President and General Manager. Fro'n;
Honeywell Controls Limited, Leaside, Mr. L. F. Wills, Vice President and
General Manager.

Also in attendance: Mr. J. E. E. Osborne, Technical Adviser to this Com-
mittee.

In accordance with a motion passed at a previous sitting, the bri

] g A rief
submltte:d by The Canadian Manufacturers’ Association is appeﬁded to this
day’s Minutes of Proceedings and Evidence. (See Appendix A25 )

The Committee having completed its examination of the del i

Joint Chairman thanked the witnesses and they retired. Wb
On motion of Mr. Macaluso seconded unanimously,
Resolved: That a vote of thanks and appreciation be

delegation for its contribution. MR

At 4:30 o’clock p.m. the Committee adjourned until 8- ) ;
evening. ntil 8:00 o’clock this
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EVENING SITTING
(37)

' The Special Joint Committee of the Senate and of the House of Commons
on the Canada Pension Plan reassembled at 8:07 o’clock this evening. The
Joint Chairman of the Senate section, Senator Fergusson, presided.

Members present:

Representing the Senate: Honourable Senators Fergusson, Lefrancois, Smith
(Kamloops), Stambaugh, Thorvaldson (5).

Representing the House of Commons: Messrs. Aiken, Basford, Cameron
(High Park), Francis, Gray, Knowles, Laverdiére, Leboe, Lloyd, Macaluso,
Monteith, Munro (12).

In attendance: Messrs. Norman G. Kirkland and J. W. Moreland both
Vice Presidents of Alexander Services and Dudley Funnell, Consulting Actuary.

Also in attendance: Mr. J. E. E. Osborne, Technical Adviser to this Com-
mittee.

The Joint Chairman introduced Mr. Kirkland, who in turn, introduced his
two assistants.

Mr. Kirkland made a preliminary statement and was questioned thereon.

In accordance with a motion passed at a previous sitting, the brief pre-
viously submitted for distribution by Alexander and Alexander Services is
appended to this day’s Minutes of Proceedings and Evidence. (See Appendix
A26). The Committee completed its examination of the witness.

The Joint Chairman then thanked Mr. Kirkland who retired.

At 10:07 p.m. the Committee adjourned until 10:00 o’clock a.m. on
Thursday, January 21, 1965.

Maxime Guitard,
Clerk of the Committee.






EVIDENCE

WEDNESDAY, Jannary 20, 1965.

The CHAIRMAN (Hon. Mrs. Fergusson): Mrs. Rideout, and gentlemen, we
have a quorum. Before we hear the witness I would like to tell you that Mr.
Cameron, as Joint Chairman of the committee, has received a letter from The
Canadian Life Insurance Officers Association, signed by Mr. Dimmick, answer-
ing some of the questions concerning their chart 1 which was submitted on
January 13. I would like to have a motion that this be included in today’s
record.

Hon. Mr. CroLL: Madam Chairman, I think that is a rather important
letter?

The CHAIRMAN (Mr. Cameron): Very important.

Hon. Mr. CroLL: It takes about four or five days to get the record, and I
suggest that the letter be mimeographed or photographed, and copies delivered
to us, because we could question on that in the next couple of days. Is that
possible?

The CHAIRMAN (Mr. Cameron): I would think so.

The CHAIRMAN (Hon. Mrs. Fergusson): You realize that this is chart 1?

Hon. Mr. CroLL: Yes, it indicated there were a certain number of people
who were not covered.

Mr. OsBORNE: No, that was concerning the percentage of the gross national
product of the United States and Canada.

The CHAIRMAN (Hon. Mrs. Fergusson): I have a motion from Senator
Croll, seconded by Senator Stambaugh, that Mr. Dimmick’s letter on this matter
be included in today’s record. Do all agree?

—Agreed.

The CHAIRMAN (Hon. Mrs. Fergusson): Our witness today is the head of
a well-known firm of actuaries in Toronto. Amongst their clients are a number
of companies and unions, in at least three Canadian provinces, and I am sure
that what our witness will have to say will be from knowledge of the circum-
stances, and very interesting to us. He is Mr. Samuel Eckler of Eckler, Brown
and Company Limited.

May I say first that no doubt you realize, Mr. Eckler, that you do not need
to read the whole brief unless you wish to do so. Yours is not very long, but we
prefer to have a summary, and then that you answer questions on it, for I am
sure all members have read it.

Mr. KNowLES: The brief will be in the record, of course?
The CHAIRMAN (Hon. Mrs. Fergusson): Yes, it will be in the record.

Mr. SAMUEL EcKLER. F.S.A.: Madam Chairman, members of the committee,
I approach these proceedings very much as I used to approach an examination
a long, long time ago. I had to get some material ready. I always have to be
prepared for questions perhaps to which the answers may prove impossible
for me. However, coming before you now, I notice so many of my friends here
that perhaps the questions will be more sympathetic than I feared they might
be.
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I am going to take advantage of your suggestion, M?dam Clga}rlfrnz‘:)x;,c ;E::
I do not read this brief, but it is difficult to summarize a sixX pagIe rlfléd, bagocn.
it has already been somewhat summarized. Perhaps, howe.ve!i; tCOIll v
what I was planning to do in this brief. I dehberately.kept it shor .ldnli bz
statements that I am afraid perhaps are too categorlcal. anii shog e 3:;8 ices:
severely qualified, but I think in order to make my point I erre .
There are three parts to this brief. ‘

May I say at the outset that I have no official axe to grind, that I represent
no group but myself.

In our work, of course, we have dealt with many types of plans, as the
Chairman has indicated, but I am not here representing them, and I am not
here at the behest of any of them. In addition to that, I did not ask any of _them
whether I should or should not make an appearance. Perhaps I was afraid to.
They might have told me not to. I thought I should come here and present my
views to you.

The three parts of my brief are these: The first part, whigh I _call an
exercise in nostalgia really because it may very well be that this legislation
has obtained the concensus of Canadians—at least, the substantive part of
it—so it might be difficult to reverse gears and start afresh. I hopgd we could,
but perhaps this is not a realistic approach. But I do this, I think, perhaps
with a view to clarifying what I say later.

In this first part of the brief I do indicate what I think should have been
done if we were starting with a clean sheet, and the substance of my remarks
there is a series of major revisions in the Old Age Security Plan. I will not
list them here; they are all in the brief. However, I do want to highlight two
or three things I think are paramount in the Old Age Security Plan and:
things that will, just by the nature of the animal, lead to problems in the
Canada Pension Plan.

The O.A.S. is universal. There are no uncovered areas in the O.A.S.
This is one of the major defects, I think, of the Canada Pension Plan.

The O.A.S. is—and this I want to stress—a simple plan. In my private
pension plan practice as much as possible we make a great virtue of sim-
plicity. The whole nature of pension plans is complex enough without adding
to it unnecessary complexities. The main virtue of simplicity is that people
understand what they have. I doubt very much that many people, for example
in the United States, understand in a complete way what their benefits are
under the U.S. social security. I do not say our plan is more complicated,
the proposed Canada Pension Plan, but in certain areas perhaps it is. Really,
in studying the bill, that I know this committee has done—and I have not
had a chance to study this thoroughly as I would like to—it is an extremely
complex document, and even to explain, after one understands it, the escalation
provisions, the actual formula by which a benefit will be determined, is a very
difficult thing and requires a very sophisticated person, a person with certain
specialized skills, mathematical skills, to understand what the benefits are. The
O.A.S. did not have this difficulty. It is a flat benefit everybody gets and
understands. That is the second advantage, simplicity. The first advantage
is universality.

The third advantage—and perhaps this is almost as important as the other
two—is that the cost aspects of O.A.S. are pretty clear-cut. It is a pay-as-you-
go plan. Unfortunately something that should have been done—and in the
suggestions I make for improvements of the O.A.S. it is one of the suggestions
I make—is that there should be some fiscal responsibility and a statute should
spell out those projections of benefit payments for reasonably long periods of
time. This could be done equally for the O.A.S. as is being suggested for the

O
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Canada Pension Plan. When the O.A.S. was started many years ago Senator
Croll was on that committee.

Hon. Mr. CroLL: Senators Knowles and Smith.

Mr. KNOowWLES: Please, please!

Hon. Mr. CroLL: Well, not “Senator” Knowles.

Hon. Mr. SMITH (Queens-Shelburne): Do not mention any names.

Mr. EcRLER: Premier Lesage, the present Premier of Ontario, was chair-
man of the committee. Projections were made at that time for long periods of
time as to what the cost would be. Unfortunately, this type of projection—

The CHAIRMAN (Hon. Mrs. Fergusson): You said that Mr. Lesage was
Premier of Ontario.

Mr. EcRLER: I am sorry, I meant Quebec. Unfortunately, these projections
have not been continued. If they had been perhaps the responsibility in O.A.S.
would have been greater, but there is no reason why this could not be done.
But the point I want to make is that the cost aspects are pretty clear-cut.
We know what we are going to spend for the next 20 or 25 years, and we
work out some ‘“‘contributions”—in quotation marks, because it would not be
by contributions from deductions from income, but a certain amount from
sales tax, a certain amount from the income tax, and a certain amount from
corporation tax. This could be done equally in O.A.S.

I have been somewhat surprised there is some inference this type of
financing is only unique for an earnings-related plan. It can be done equally
for the flat rate plan, which we have had in operation for some years. At any
rate, these are the three advantages today for O.A.S.: Universality, fiscal
responsibility, and ease of comprehension. This is the first part of my brief,
where I suggest to reverse gears and go back and, as I said at the outset, per-
haps this is too late; I do not know.

The second part of my brief is really a plea, assuming this is a fait accompli
and this is the concensus of Canadians, and the members of Parliament and
the senators who are very close to this situation—far closer than another pri-
vate citizen would be—then, what do we do? I am making a plea to avoid the
fragmentation of the C.C.P. that seems to be coming about. Quebec has in-
dicated it will run its own plan. The newspapers indicate that the Ontario
Government is considering the same thing. I do not know about the other
provinces. I think there have been some questions raised by one of the western
provinces about it, but whether they are considering running their own plan
or not, I do not know. What bothers me here is a fragmentation of a plan
which should be a unifying rather than a divisive influence.

I make the point a pension plan is not another type of social security
measure such as Workmen’s Compensation or temporary disability insurance,
which you do not have here, or hospital insurance. We could quite conveniently
have separate provincial plans without any great administrative complexity,
because you do not accrue benefits in these other social security measures.
In pension plans you accrue benefits, at least under the Canada Pension Plan,
for a long period of time, and it seemed to me this is the type of plan that
requires a national rather than a provincial base.

I make a plea here for reconsideration of this, bearing in mind the interest
of some provinces in having a voice in this matter. I make a plea: Cannot we
still work out some federal-provincial agency which will satisfy the desires
of the provinces and also achieve a unitary plan for the entire country? This
is the second part. I could talk at greater length on it, but perhaps this will
come much later.

The third part is really the one I am least proud of, because I did not do
what I would like to have done, gone through many other areas of the bill.
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I just picked out certain areas and made comments on them. One is the funding
approach that is employed in the plan. By and large I support thg type of
funding approach which is indicated or employed in the Canada Pension Plan.
I do not favour full reserve funding and pay-as-you-go. What has been sug-
gested here is a compromise between the two, where you attempt to level out
contributions for a reasonable period in the future. What has been suggested
here is a compromise between the two, where you attempt to level out con-
tributions for a reasonable period in the future, which I think here is about
20 or 25 years.

The second part I comment on is the self-employed, anc.1 .here I agree
with the intentions of the framers of the legislation in providing 'for com-
pulsory coverage of self-employed. However, I question'that these 1ptentlons
will really materialize. I question very much that we will get anything close
to 100 per cent coverage of the self-employed, so that even when we talk a}bout
the uncovered areas I think we will also have a large group there that will be
uncovered. !

The third area is the full question of the floor and the ceiling. I did not
have the opportunity in the last day or two to read all the discussions that
took place at this committee, because I just got the proceedings from the last
day or two, but I do know a lot of time was spent in discussions of the ceiling
particularly and of the floor.

My own view is that it was a mistake to introduce a floor in the establish-
ment of contributions. I think this was totally unnecessary. and will become
an administrative headache.

I suggest that what was attempted in the floor was to provide a graduated
benefit but not graduated contributions. This could have been achieved by a
somewhat different formula than the 25 per cent. That is, you can graduate
benefits as they have done in the U.S. social security program.

The fourth part that bothers me is the large uncovered area, and this
again is a matter of philosophy, principles, what we are trying to do.

If the C.P.P. is regarded as an extension of the private pension plan then,
of course, what is done here is fine, because these uncovered areas I referred
to are uncovered in private pension plans as well. I refer to people not in
the labour market and those who have not had a chance to build up private
pensions. Now, if the approach here is an extension of the private pension
plan, then fine, but I think we are attempting more. This is my assumption
at any rate.

Because of the nature of the plan, we have left out an extremely large
group of people. I think you have heard this many times before, but for some
reason or other we have left out everybody not on the labour market. Certainly
there are very few people not on the labour market during their entire lifetime,
but just those who are in and out of the labour market for short periods will
not build up too many benefits, at least not under the C.P.P.

We have left out the disabled and the retired groups and these also are
not on the labour market. We have the difficulty of the 10-year build-up, in
that the benefits after 10 years from the inception of the plan will be quite
modest and not nearly so generous as for those retiring after 75.

I suggest that these difficulties can only be removed by enlarging the
O.A.S. and by shortening the maturity period.

i Now, Madam Chairman, perhaps I spoke longer in my summary than 1
did in the brief. I am afraid this happens quite often but I wanted to give
you my offhand comments even if I had to duplicate to some extent my brief.
That completes my remarks.

.The CHAIRMA'N' (Hon. Mrs. Fergusson): Thank you very much, Mr. Eckler.
I think Mr. Francis would like to ask you some questions.

LN
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Mr. Francis: Madam Chairman, I was interested in Mr. Eckler’s presenta-
tion concerning funding of the Canada Pension Plan. We have had quite
varying recommendations on this aspect. A number of actuaries have said
that they like pay-as-you-go and one or two have indicated that they go in
the direction of complete funding. Do I take it from your brief that you
generally support the funding proposals as laid out in the plan itself? Would
that be a fair statement?

Mr. EckLER: Yes, I think it is. Mind you, the fact that it is a 25-year
period in the plan is perhaps accidental as well. I have -a notion that the 1.8
per cent formula was developed before the actuaries submitted their reports,
but by and large, whether it is 20 or 25 years, I like the idea of a projection
of costs for a reasonably short period.

As a matter of fact in my brief I suggest we should not even bother with
projections beyond 20 or 25 years because it is quite speculative and the cost
is averaged out over that period. By and large I support the funding approach
that is implied in the plan.

Mr. Francis: Madam Chairman, some actuaries have been critical of what
they consider to be loading against future generations, and the same actuaries
have, almost in the next breath, said they like old age security as it is, without
funding whatsoever, and, at any rate, charging against income. Do you have
any views about this loading against future generations?

Mr. EckrLER: This perhaps is quite important. As I indicated in my
extemporaneous remarks here, I suggest that the entire thing—not only for the
C.P.P. but for the O.A.S. as well—becomes one package in terms of financing.
This might involve, of course, a build-up of a somewhat larger fund than is
indicated in the Canada Pension Plan. However, whether it is fair to ask the
young generation of 10 or 20 years from now—or even the present generation—
to finance the benefits of the present old generation, is a good question, if one
approaches it from the point of view of private pension plans.

Of course that is not the frame of reference used here. In a basic way
this is a redistribution of income from one group to another, and this is the
way I would like to approach social security.

So long as the act remains in force I think it is very wise on insisting on
a careful examination by an actuary every five years, and insisting that his
report be forthcoming before any amendments are made.

The question of what will happen 25 years from now, as I said at the
outset, is one I am not sure we can project. I am not sure that we can project
that far in advance. I think that is speculative. I think five or 10 years from now
we could project another 25 years and take a look then. We could keep the
average for this 20- or 25-year period from that point on. This is the approach
I like to take.

Mr. Francis: Madam Chairman, Mr. Eckler has made a suggestion on
page 2 that the “level of benefits could be varied with relation to the periods
of residence in any specific province during the five or 10 years preceding
the attainment of minimum age for entitlement to the O.A.S. benefit.” This
is the first time I have seen that suggestion. Would Mr. Eckler like to expand
on what he had in mind here?

Mr. EckLER: I have been very cautious in all my enthusiasm for O.A.S.
because I remember a session I had with the Canadian Labour Congress some
years ago where Mr. Anderson and I were on a panel discussing a number of
things, private pension plans, social security, etc. At that time I made a strong
plea for an O.A.S. scheme rather than an earnings-related approach.

I am afraid I did not succeed, but I was very conscious then, as I have been
since in discussions of this sort about the criticisms of O.A.S., that it is
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difficult if not impossible to offer the same benefits for groups that have

different ranges of income, provincially, between urban and ;'ural lailreals.
I say here, of course, that I am not concerned about this really. I per-

sonally am not concerned. This does not bother me. I thnﬁ( ghe prﬁccl;a t\gg
would have to pay for this type of redundancy might we ; fh worl-mt
universality in the common type of benefits for all areas o e country,
because needs do not differ that much.

Mr. Francrs: Needs do not differ, Mr. Eckler? '

Mr. EckLer: Well, the needs of a person in a low-income area, in terms
of basic needs, should be the same as in any other area. : ;

Mr. Francris: Surely, the cost of living is different if you 11.ve in Tqronto
than from what it is if you live in a small rural community in Ontario, or
some other part of the country?

Mr. EckrLer: I doubt that the differences are that great bgtween Toronto
and another area. Of course, housing costs are ponsideral?ly different and so
are transportation costs, but I doubt that the dlﬁerepce is that‘gre_:at. I still
think, even if they were great, it would not be that serious. My point is that the
price of this universality, the price of this common benefit, perhaps beca!.lse of
redundant benefits in certain areas, is worth the results that we are going to
get from it, such as simplicity and all the other advantages that I have indicated
in my presentation.

Hon. Mr. THORVALDSON: Madam Chairman, if I may interrupt, I would
like to get the benefit of what the gentleman is saying, but I am quite a way
from the front, and—

Mr. EcKLER: I am sorry.

Mr. Francis: I would be delighted to yield to Senator Thorvaldson if he
has a question on this point.

Hon. Mr. THORVALDSON: I beg your pardon?
Mr. FraNncis: Have you any questions on this point?

Hon. Mr. THORvVALDSON: No. I was indicating that I could not hear the
witness. I prefer not to use the ear phone because, after all, I am not all that
far from the witness.

Mr. EckrLERr: If I speak at this level can you hear me?
Hon. Mr. THORVALDSON: Yes, that is fine.

Mr. EckLer: What I have said is that I personally am not concerned about
the redundancy in a flat rate plan which might develop if we attempted to
produce a minimum subsistence benefit for a high cost area. I think that the
price we pay for that would be worth the advantages of a common plan for the
entire country.

Your specific question was: Could I develop more this variation by prov-
inces in an O.A.S. type of plan?

Mr. Francis: Yes, I would like to hear your thoughts on this, Mr. Eckler.

Mr. Eckrer: I have not too much to add to what I have said here. It is
a thought that came to me. I think administratively it could be worked out.
I think administratively residence in a province could be established more
readily with the type of residence that is going to be maintained now. We
do not, incidentally, resolve the problem of urban-rural differences. We resolve
only the differences between one province and another. It may be that the
urban-rural differences are far more serious than the provincial differences, but
all this can do is resolve some of the provincial differences, and there can be
wage indexes developed from province to province. We can use these as a
formula by which the benefits could be varied from province to province.



CANADA PENSION PLAN 1339

Mr. Francis: Do you not see any difficulties if you had, for example, a
slightly higher rate in New Brunswick than in Nova Scotia? My neighbour to
the right, Mr. Lloyd, is from Nova Scotia. Do you not think there might be
some difficulty in explaining this to some parts of the country—that is, if you
have this difference? Do you not think there would be some problems of
public attitude about it?

Mr. EckLER: Madam Chairman, I do not quite see how this thing is any
different from the differences that are inherent in the C.P.P. We are just
doing it in a roundabout way in the C.P.P., because the differences will also
apply there as between one province and another if the earnings level in one
province is different from that in another. Perhaps we conceal it, but it is still
a general program of redistribution of income. The type of criticism that can
be levelled against that type of differential—and as I said at the outset I
do not favour it, really—can be levelled equally well in substance against
the C.P.P.

Mr. Francis: Thank you.
The CHAIRMAN (Hon. Mrs. Fergusson): Senator Croll?

Hon. Mr. CroLL: I have just one question. Your brief covered the uncovered
groups. This is a matter that causes me a great deal of concern. Assume for
the moment that this is an exercise in nostalgia, I direct you to the first para-
graph on page 4 of your brief where you suggest some alternatives. You think
that these objectives might be reached in developing an earnings-related plan
on some other sort of basis. Would you care to enlarge on that? What is in
your mind?

Mr. EckLER: Well, on page 4 I deal with the second part of my brief in
which I make a plea for a common earnings-related plan for the entire coun-
try. Even though we have the opting-out provisions that are now in the act
I think inevitably variations are going to develop between some of the provin-
cial plans and the federal plan. That part of the brief is really only a plea for
a common plan.

I think the difficulties of the uncovered areas will apply there as well,
and the only way you can include these uncovered areas is by some rather
major enlargement of O.A.S. That is the only way that I can see by which
these uncovered areas can be covered.

The group that is not going to get this full pension—that is, those retiring
from 1967 to 1975—can only be brought into the covered area by a shortening
of that maturity period. The other groups that are not in the labour market,
and those already retired, can only be brought in by some amendment to O.A.S.
You cannot use the earnings approach to these uncovered groups because
there are no earnings on which to base their pension. It might be an idea
there to think of some enlargement of O.A.S.

Hon. Mr. CroLL: You did cover this in the brief, but one of the problems
of O.A.S., as you know, is the matter of disabled persons, widows and
orphans, who are covered under the plan at the present time. I am forgetting
about portability for the moment, but you do make some suggestion as to
how that could conceivably be done. Is not that administratively almost im-
possible, or do you see an easy way of doing it?

Mr. EckLER: That is on page 4. That is the reversion to O.A.S.

Hon. Mr. CroLL: Yes.

Mr. EckLER: I do not see why there would be any problems in establishing
a disability or survivor’s or children’s or widow’s benefit under the O.A.S.
approach—none whatsoever. The entitlement to disability would then be a

matter of residence with the condition of disability. That is the test you
would use, and not the number of years of contributions. The test you would
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use would be the type of test we are now using in 0O.AS, z;nd thta:) u“srﬁ?rlld
be age and residence. These are the tests that you would use for esta g
i to benefit. ; y

pr %I;fétll?\r/lglnt)f benefit would be a matter of cost. How high argowle) going
to go? We may think in terms of disability only after 55 or after tl’l' ec;lmse
of cost considerations. It does not have to be 75. It coyld be some glg dess,
This is a matter of taking a look at the cost, and seelng.what can be (;ine
with it, but there is no inherent difference in terms of entitlement to benefits
between earnings and a flat rate.

Hon. Mr. CrorLL: But you do talk about a supplemental plan. That is
what caught my eye. This is on page 4 in the first paragraph.

Mr. EckLER: Well, that first paragraph there really Qeals only with the
C.P.P. What I am suggesting there—I am calling it an earnings-related supple-
mental plan, and that is another term really for the C.P.P. I have felt for some
time that it would have been far clearer—and I have had so many meetmgs
with employees and employers trying to explain what these 1:.h1ngs a.re—lf
we had introduced the entire thing as a package, because the 1ntegrat1.on of
the private pension plan is an entire thing. It is a package. We are going to
deal not only with the C.P.P. but the whole of the old age security picture.
That is what I deliberately talk about—not the C.P.P. in some areas, but an
earnings-related supplement to O.A.S.

Hon. Mr. CroLL: I see. One of the things you did not mention in the plan
is the question of integration with the private plans. You have had a great deal
of experience with private plans. What do you see?

Mr. EcrkLER: Well, I see a lot of work for actuaries. That is one thing
that I see.

Hon. Mr. CroLL: Is that bad?

Mr. EckLER: Not bad for me, but perhaps it is for other people. All plans
will have to be re-examined by employers and unions. They will have to take
a good look at them. Many unions are asking for a complete decking. They are
asking that their plan continue as before, and that the C.P.P. be added on
completely, so that the old age employee, if he leaves the working force, will
have three benefits—the C.P.P., the O.A.S. and his own private pension which
will be continued on the same basis as before the C.P.P.

Even some employee groups that I have spoken to, and these are employee
groups who have extremely generous pension plans where the formula might
be 70 per cent of the final salary, which is the public servants’ approach both
in Ottawa and other provinces, are not sure about decking, because they really
may be putting too much money aside for their old age and not having enough
available for their current needs.

In those generous, liberal type of pension plans, there is bound to be a
major modification in the private pension arrangement. The Civil Service
modifications have already been disclosed. The various provincial civil service
organizations and the various teachers’ organizations are taking a good look at
their plans to see what they ought to do. These are generous plans. The banks,
the financial institutions and some other groups that have generous plans
undoubtedly will be modifying their plans. In some cases that will be done
with the complete consent of the employees. In some of these public plans, the
employees are paying as much as 5 to 64 per cent of earnings, and this added
to the 1.5 on the average of $2,500 or 1.8 above that, would be quite a crimp
in their income and might provide a pension at retirement which might mean,
including O.A.S., an amount which is out of all proportion to their needs at

that time. Obviously, they are going to make some major changes in their
plans.
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You come down to the lower or bottom area of private pension plans—
many union-negotiated plans, others not union-negotiated, where you have a
very modest type of plan. In those cases the benefit might be $2 to $2.50 for
each year of service. We have seen some worth $50 and $55 in some union-
negotiated plans, after 20 years’ service.

Certainly there the pressures will be to deck completely, to add the two
together without a modification of the private plan. Whether this will happen
I do not know, because some of these areas have industries which are marginal
and which might not be able to afford contributions of 1} per cent from
employer and 1} per cent from employee. There might be modifications there,
but certainly the trend there might be a continuation of the private pension
arrangement.

Then you have the late middle area, not the 2 per cent plans of the Civil
Service type, not the flat rate union-negotiated plans on modest levels—
because some union-negotiated plans are not modest but quite good. You have
a middle area of private pension arrangement, where a common formula would
be 1} per cent to 2 per cent of career average, which might work out at 30,
40 or 50 per cent of final salary.

What is going to be done there? It is anybody’s guess. They will all take
a look at that and in most cases there will be some modification, but how major
it will be I do not know.

As to the question whether there are any insuperable difficulties of integra-
tion, I do not think so. I think it can be done. I doubt that very many people
will understand what the benefits are going to be. This is a difficulty I see, and
this is a serious difficulty.

I am really very much impressed by the confusion rampant in this country
about pensions, and it has been confounded by the different uses of terms
like “portability”. Everybody has a different definition of this term. What is
the Ontario plan? It is not a plan, it is just a set of rules. The question
is: what is the Ontario plan, what is the Canada plan, and so forth. I think
it can be done, but I think it can be done with a lot of anguish and a lot of
misunderstanding.

Hon. Mr. CrorLL: You said it will be difficult to tell the man what he gets
in the way of a pension. In the end, when you have finished and when a plan
has been organized and agreed to, and when you have made your study and
the employer has made his and the employee has made his, the rules are pretty
simple at that stage, are they not, once you have come to a decision?

Mr. EckLER: I think it is a part, and a good part of good retirement policy,
that there should be a lot of discussion with the employer one, two, three, four
or five years before retirement, as to the employee’s needs and what his
resources will be at the time of retirement. Unfortunately, this is not done too
often. I think a figure can be given to that employee. There is no question about
that. It can be given five years before. My point is that 25 years before retire-
ment or 20 years before retirement it will be difficult to explain to him what
his benefit will be in terms of the future. That is the point.

Hon. Mr. CroLL: But you can still give him a figure, the two figures being
related in some proximity?

Mr. EcrRLER: Yes, a figure could be given to him, there is no question about
that. How accurate it is is another question. A figure can be given to him.
My point is that the means by which the figure is derived would be difficult
to give to him.

Hon. Mr. CroLL: You may or may not be able to answer this question from
your study of pension plans in Canada. Can you strike an average?

Mr. EckLER: In terms of the benefit level?
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Hon. Mr. CroLL: Yes?

Mr. EckrLer: I think all members here have the D.B.S. study, a compre-
hensive study of pension plans that was completed 1960. I have a copy of it
here and I am sure most of you have.

I do not think I can strike an average. There are so many types of plans.
There are the flat rate which are typical union-negotiated plaqs, where the
benefit may vary from $2 for some individual to as much as $_6.50 in some years
of service. There are recently-negotiated U.A.W. plans and in these there are
very high levels. You also have the career average ‘pre of plan. In the case
of the union-negotiated one, it might be something like $2, $3 or $4 a month
for each year of service. These plans embrace large n_umbe.rs of employees,
because they are the large industrial groups, the industrial unions.

Then there is the earnings-related type of plan, what we call the career-
average formula, as in the case of small businesses, where the benefit varies
from 13 to 2 per cent for each year of service. Then you have the stra1gh_t
pension plan, the public service type, the final average salary plapg, where they
go from 1%, 13 to 2 per cent, together with a very important additional featu?e,
which is almost unique, but not quite, to public plans—what we call the far;uly
pension. This is an important part of private pension arrangements. You might
find a pension given to an employee on what we call a single right basis, that is,
to the employee so long as he lives, 50 per cent of his income; but after he
dies there will not be anything left for his wife. If there is an attempt to
convert that to a pension for his wife, that will then reduce it below that.
These public service plans have another feature, in that the benefit, where it
may be $2,500 while the man is retired, reduces to $1,250 to his wife after-
wards. This is common in public service plans but not too common in others.

Mr. KnowLES: My first two or three questions will relate to old age
security. Despite your calling this an exercise in nostalgia, we will have old
age security with us for quite a long time, so perhaps my questions are appro-
priate. Would you care to indicate what levels of benefit you think we could
have given under O.A.S. if we had gone for an O.A.S. plan only?

Mr. EckrLER: I cannot give you the level. I can only say that whoever
is drafting such legislation would obtain from their expert advisers, of which
you have a large number here, very capable advisers, a projection of benefits
—as the Old Age Security Committee did many years ago in 1950—a projection
for 20 or 25 years. They would then take a look at how this money could be
raised. In many cases I think it would be raised by a far simpler device than
a payroll tax, which is the method of financing the C.P.P. The sales tax would
include everybody, even though it is pretty high now, it is still a tax, and so
is the payroll tax. I cannot say how high it should be.

I think that this, in a very fundamental way, is a political decision.
It is the Members of Parliament, the Members of the House of Commons and
the Senate, and the Government, who take a look at the needs and resources
and priorities, and then decide. The advantage of the O.A.S. is that it is pretty
dramatically highlighted. You know exactly what it is. I am not prepared to
say what it can be, but I am prepared to say that it would be more than it is
now, if you scrap C.P.P.?

Mr. KnowLEs: If we do not scrap C.P.P, if we keep the two-stage idea,
what happens? This question comes under your third heading. You referred to
the fact that those now on 0.A.S., who are 70 and over, are not given anything
under this plan. Do you think that under a joint plan we could meet that
deficiency, by making an increase in 0.A.S. as well as bringing in C.P.P.?

Mr. ECK.LER: We can. It is a matter of dollars—a matter of finding tax
revenue for it. Of course we can, if we think it has sufficiently high priority.
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Mr. KNowLES: But in view of your concern that one of the shortcomings of
C.P.P. is that it does not provide for the 70 and over population, do you not
think we should do something in that area?

Mr. EckLER: If we have the resources and gave it sufficiently high priority,
yes. I think the kernel of my argument is something else, that you get boxed
in this way. If you give yourself a C.P.P. as a fait accompli you may have
some difficulty in raising the funds required to finance this additional benefit.
It might be difficult to have both, be difficult to enlarge O.A.S. to cover these
uncovered areas—it would not be impossible but difficult—and to continue
with C.P.P.

Mr. KNowLES: Mr. Eckler, you have made a number of comments on your
own in answer to questions about the ways in which money is raised for these
plans, and referred to the 433 plan, and also of course to the payroll contribu-
tions under C.P.P. I would like to ask your opinion on one subject as applied
to both of these collection methods. Do you think it is a good idea that we have
the cut-off at $3,000 of taxable income under O.A.S. and a cut-off at $5,000
of initial income under the C.P.P., or would you favour contributions at both
those levels, I mean contributions without further benefit than C.P.P.?

Mr. EckLER: If I understand your question, it is: Would I favour the
elimination of the ceiling both for benefits and contributions?

Mr. KNowLES: No, for contributions. The question is not on all fours with
respect to both plans. With respect to the O.A.S. would you favour an elimina-
tion of that $3,000 ceiling so as to get more money to do the more things that
you think O.A.S. should do.

Mr. EcxrLeErR: The $3,000 floor—

Mr. KnowLEs: I am talking about the $3,000 ceiling. Under O.A.S. the
income tax is 4 per cent on the first $3,000 of taxable income.

Mr. EckRLER: You have a problem of collection. The raison d’étre of the
sales tax is that you cover everybody, even people under $3,000. It might be a
sales tax, a consumption tax rather than an income tax. I think you would run
into all kinds of problems, and I think national revenue would be better
qualified to give a professional answer to that question. My reaction is that
offhand I would prefer a sales tax approach to the lower income level.

Mr. KNowLES: Now may I move to a question in the second section of
your brief, where you talk about federal-provincial co-operation in the general
area, assuming some kind of earnings related plan. I suppose my question is
a bit leading or loaded. You come out very strongly for as much unity in
this area as possible. You would have liked to see just one plan. You are
sympathetic with the Quebec position, but you wish it were possible to have
one plan. If we cannot dissuade Quebec from the decision it has already taken,
-would you think every effort should be taken to persuade Ontario to stay in?

Mr. EckLER: It is quite a loaded question.
Mr. KNOWLES: You are just considering Ontario?

Mr. EckLER: I think the dam has been cracked when one province drops
out. I am not sure, but I doubt that the problems would be magnified too much
if another province dropped out. Once you have one province dropping out
you may run into a competitive revision of future benefits by that one province
and the rest of them. You are giving one province the right to do what it
wishes, and you are straitjacketing the rest of the country.

Once one province opts out, I think the whole principle has been de-
stroyed. The whole idea of the unified plan has been destroyed. Once that is
done, and you can’t stop it—although I hope perhaps some machinery could
be worked out where Quebec could be persuaded to come in—but once that

21757—2
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is done, I might, if I were involved in some provincial legislation, take the
position that that other province might‘ go out as well._You run.mto other
difficulties—you have provincial competition as well. It is not entirely blac’k
or white, but to some extent it is, the dam has been broken, and you don’t
i ny more.

haveI 2pilr?tg 1ae cll)alsnwaitg the I.L.O. at Geneva last June, and I was very con-
cerned about this fragmented type of plan. I was not able to get the top
experts there—they were in Latin America and many other' places, but one
to whom I spoke was a Canadian from Montreal, an economist. The question
I put to him was, “Do you know of any country ,1,n thg vs{orld that has a
fragmented pension plan?” His answer was, “No.” This is normally the
national approach, because of the nature of these things.

Mr. KnowLES: You wish we could retain that one plan.

Mr. Gray: Mr. Eckler used a phrase about giving. one province the right
to do what it wishes. Does it not have that right constitutionally already?

Mr. EckLER: Completely they have the right, and in other social security
plans as well. In the matter of unemployment insux:ance they would haye thgt
right I should think; but I am not a lawyer. I th1n1$ they have the'nght.m
other areas which they do not use, and I think this is the last area in which

this right should be exercised.
Mr. Gray: We are not giving them the right.

Mr. EckLER: No, this right they have; but it seems to me that m a
national plan to cover all provinces, this is the last area in which that right

should be exercised.

Mr. KNowLES: We are not discussing the legal position, but rather what
is desirable?

Mr. EckrLER: That is right.

Mr. KnowLES: May I move to the third section of your brief? I would
like to comment on at least one point, and then there is one rather interesting
element in it I would like to question you about. You refer to one of the
shortcomings of the plan as being the fact that for the first nine years the
benefits are rather modest. You indicate that from the tenth year on that is not
the case. No doubt you are aware that a great many witnesses at this table
have been telling us that there are windfalls and bonanzas, and that sort of
thing in the initial years of the plan. Do you wish to comment further?

Mr. EckLER: It was only yesterday that I had the proceedings of the com-
mittee. I glanced through some of them, and I realized that this is one of the
major points of attention; but I do not regard this C.P.P. as an extension of
private pension plans, although I think that in the thinking out of this plan
the framers have done so. If you did not have this ten-year build up, part of
this problem would not be as serious. Part of this total benefit is inherent in
an earnings related plan as well. That is one of the difficulties. When you have
an earnings related plan, and you have a starting point of some time, if you
had a zero maturity period and started paying benefits at once, the problem
would be there as well, and might be more severe. I do not support an earnings
related plan for this reason, and this is another point, but I am not that
exercised about this particular question.

Mr. KNnowLES: Granted your basic position which you just restated, you
also do recognize that there is a difference between social insurance and private
insurance?

Mr. EckLER: A fundamental difference.

Mr. KNowLEs: That is the reason for these benefits which some people
think are generous?

L))
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Mr. EcRLER: Yes, because you have to do a lot of averaging in private
insurance. ‘

Mr. Knowres: I would like to ask a question or two about the $600 figure.
I am quite interested in your suggestion, and it strikes me as a bit complicated
in view of your earlier suggestion that the plan itself is complicated. But, on
second thought, I realize it is not a serious situation. I gather you are asking
that people be covered right from the first dollar—that is, that they contribute
right from the first dollar—and we achieve what we are trying to do for the
low paid group by giving more than a 25 per cent pension on the first $600.

Mr. EckLER: Or $800, whatever band is set.

Mr. KnowLES: Might I say that this problem was placed before us the
other day by the Canadian Federation of Agriculture in a slightly different
way. The Federation did not make your proposal, but the Federation did express
concern about the people who are under $600 and get no coverage at all,
whereas the $700-people pay on $100 and get coverage for the full $700.

As a matter of fact, if I may take a moment, I asked Mr. Osborne some
questions and we got it clear that the $601 man pays on $1 and gets $601-worth
of benefit, and the $599 man pays nothing but gets no benefit.

Mr. EckRLER: Yes.

Mr. KNnowLEs: I think in terms of our being able to do something by way
of amending the plan, you may have given us something very helpful here,
and I wish you would expand on it a bit. Is your aim essentially the same
as that of the Federation of Agriculture—namely, that we somehow keep in
for benefit purposes these people who are below $600?

Mr. EckLER: There are a number of reasons for this. One is I think it would
simplify administration enormously for the employers. I just read this in
the evidence yesterday that Mr. Sheppard, in his evidence, indicated there
would be about 200,000-odd refund cheques because of the $5,000 ceiling, and
one million cheques because of the floor. I think that with all the computers
in the world it is quite a job to issue one million cheques. Finding the addresses
of people to whom these cheques have to be returned might be the most serious
problem. This is an administrative reason, in terms of costs, why I do not like
the floor. Then, a sort of counterpoise to that, the same thing could have been
achieved by no floor, and this would also answer the problem you raised and
the C.S.A. has raised, this horrible one, the difference between $600 and $601.
Any time you set up floors you run into this problem. I personally do not quite
see the need for it. Outside of the compromise that has been arranged, I do not
see the need for a floor. It is cumbersome, it is complicated and creates benefit
problems. I do not know who wants it really, and yet it has been put into the
legislation. The idea is that it be progressive. You could achieve this the way
I suggest just as easily and, perhaps, more effectively.

Mr. KnowLEs: There are before us, in a sense, three propositions: the
proposition in the plan, a $600 floor, and no contribution below that level and
no credit if you are below that level; and then we have the C.S.A.’s proposal
that there be no contributions below that level, but that there should be
credit for it.

Mr. EckLER: You need an earnings record. One of the problems you would
have there, if you had no contributions below $600 and a benefit below $600,
is how is your administrative agency going to be able to obtain earnings
records? I think you are obliged to have contributions for that reason alone.

Mr. KNowLES: When you suggest the rate of contribution for a certain
band be higher then the 25 per cent—

Mr. EckRLER: The rate of benefit.
21757—23
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Mr. KNowLES: Yes, the rate of benefit be higher for a qertain ba}nd, do
you think that band should be that same figure? Qf course, if you wipe out
the $600 floor, then that band could be set at any arbitrary point.

Mr. EckrLer: Yes, this again depends on your cost projections, what you
want to spend.

Mr. KnowLes: I am going to ask what percentage you would suggest for
that first band. ' :

Mr. EckrLer: I am not in a position to give you a specxﬁp answer. It is
a matter of taking a look at figures. Once the principle is established that could
be worked out. :

The CHAIRMAN (Hon. Mrs. Fergusson): Have you finished Mr. Knowles?

Mr. KnowLEs: Yes, for the moment.

Mr. Lroyp: Mr. Eckler, may I say first how much I appreciate your estab-
lishing your views on broad principle, and then how you attempte'd .to be
constructive by saying, “You have a certain situation now. Maybe it is not
possible to go back to where you would like to go,” and then you say that
these are some of the things you propose. .

I think your observations on the matter pursued by Mr. .Knowles will
prove to be a very constructive field of effort for us to examine. However,
there are some other things you said that convey information to us, at least
to me, that I do not recall being conveyed to us before. Perhaps it was, but
there is such a mass of detail that perhaps you will forgive me if I repeat some
things that have been discussed on previous occasions.

I believe you mentioned something along these lines—I do not recall the
exact words—regarding the mass of members in private pension plans, because
of varying rates of pay, periods of unemployment and the like, their per-
centage of final earnings is something in the order of—what per cent did you
say—30 to 40 per cent?

Mr. EckrLER: In private pension plans normally the benefit is expressed
as a certain figure for each year of service. It could be, as in the union-nego-
tiated plans, $4 a month, for example, for each year of service. It could be
in salaried plans 2 per cent of the average earnings for each year of service.
So, if an employee has 35 years’ service with one employer, he would obtain
70 per cent of his average earnings throughout his working lifetime. In view
of the rapid growth in average earnings, even without inflation, because of
productivity changes and so forth, that 70 per cent perhaps drops to 30 or
40 per cent of final earnings, and that is how you get my figure, roughly.

Mr. Lroyp: In other words, for all practical purposes there is a large
mass of members of private pension plans who, when they reach retirement age,
will be deriving an insurance payment of approximately 30 or 40 per cent of
their final average earnings, is this what you are saying? The mass of it is
there; they represent upward to 70 per cent?

Mr. EcrLER: I say, if anything, that is probably high.

Mr. Lroyp: If you go to the air line people, who have a special scheme,
you go above that.

Mr. EckrLER: Yes, and there is the public service field. It is just a guess,
but I would say 40 to 50 per cent.

Mr. Lroyp: It struck me, from the figures of those in that $3,000 to $5,000
salary range, when you look at the mass of people who are in that salary
range, obviously the large proportion of people in Canada are receiving pensions
in the 30 to 40 per cent area of their final salary?

Mr. EckrLEr: Far less than that, because very few employees remain with
one employer for their entire working lifetime.
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Mr. Lroyp: For this reason the O.A.S. has been very essential?

Mr. EckLER: Yes, undoubtedly.

Mr. Lroyp: And necessary to the Government to maintain purchasing
power in the hands of people. Then we bring it into the economic sector as
being of value.

Mr. EckLER: I am not an economist. I was thinking of the need for security
here. This situation is changing in terms of private pension plans—that is,
portability in the legislation of all the provinces—and they attempt to diminish
the problem caused by movement from one employer to another. And there
has been in the private area an enlargement of this formula over the years.
There are some employers switching from the career average plan to the final
average salary plan, but for the purposes of the terms of the structure that
figure is about right.

Mr. Lroyp: The next question I would like to put to you comes from your
observations on page 2, item 3, where you are speaking there of the position
of married couples. I think you said it would not be a serious administrative
problem to adopt the proposals you have suggested. May I ask, wouldn’t there
be a problem of establishing marital status—for example, common law rela-
tionship’s, cohabitation relationships, and so on? Would not this be difficult?

Mr. EcRLER: A problem, but not a serious one.
Mr. Lroyp: It would be an administrative problem?

Mr. EcrLER: I am saying that it is not a serious administrative problem.
I did not say there was no problem. There would be a problem, but I think
this is a problem in many private pension plans as well,, where the question
of marital status comes up.

Mr. Lroyp: What do unmarried sisters do? For example, there are many
cases of unmarried sisters living together in order to provide some means of
meeting the cost of living. In this way they economize. Would you suggest that
they be in the same category as the married couples for purposes of pension
benefits?

Mr. EckLER: No, I would exclude them, but I cover that in No. 4, when
you could provide reduced benefits for those over 65. That would cover these
two sisters whom you have mentioned.

Mr. LrLoyp: So, from an administrative point of view, while we may get
rid of some administrative problems we may certainly add some others. It is
a matter of degree. .

Mr. EcrLER: There are not very many problems.

Mr. Lroyp: I know how dangerous it is as a Member of Parliament to
make any dogmatic statements of principles. They have a way of coming back
later to haunt you, so you usually qualify what you say. So what I am going
to say now is an observation leading to a question, and it is this: In dealing
with matters of public finance generally, I think it is a sound principle to
avoid deficit financing on things such as transfer payments and old age security
and social assistance programs.

Now, if this is right, the funds that you raise to finance this sort of thing
should be pretty well related to the earning sector of the economy, and I think
Mr. Anderson was proposing this in his submission. Now, if this is so, then if
we extend old age security to cover all the situations that we try to deal with
in social system programs, we would be compelled to raise, for example, the
corporation tax; we would be compelled to raise the personal income tax and
also the sales tax.

Now, it is not just the sales tax alone, but it is a 4-3-3 program.

Mr. EckLER: Right.
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i it in taxing earned
Mr. Lroyp: This bothers me. Is there not some merl t ¢
incomes up to a level for this kind of purpose from an economic or financial
point of view? W ot
i i of actuary
_ EckLer: It is a new form of tax. I am legv%ng my role :
hereM}:I;ut much of what I have said is full of opinions, and non-actuarial
opinions at that. I am afraid that I am in an area of public finance, and, though
I am interested in it, I am not an expert witness on tl'mat. Howe\{er, I really
feel that it is a new type of tax, this payroll tax, and 1t. has merit from that
point of view. We have not attacked that area before. It is a new form of tax,
but, in terms of incidence, I see really no diﬁerepce .between this a}nd the
othér taxes that we could superimpose on it, and it might be far easier col-
lecting it. ; : .
Mr. LLoyp: Are you among those who advocate the refining and improving
of the O.A.S. area?
Mr. EckLER: Yes, this is in the first part of my brief.
Mr. Lroyp: Do you also say that you would continue revenues from that
to the 4-3-3?
Mr. EckrLER: Not necessarily. The Finance Department. might find ot_her
forms of revenue more convenient and sounder, but I do, in my suggestions
for revision of the O.A.S., argue as strongly as I can for projections of benefits

for long periods of time, and income to support those benefits, which may in
periods of depression perhaps act as an encouragement for employment.

Mr. Lroyp: What bothers me is that from the Chambers of Commerce and
the life insurance officers we keep getting statements that we should do more
in the O.A.S. field and the flat benefit field, but I wonder if they would be as
quick to support us if we had to increase (a) the sales tax, (b) the corporation
taxes and also increase the personal taxes to satisfy that field. I doubt it very
much. In my mind I think they would holler the other way and we would
wind up with nothing for these people retired with 30 to 40 per cent of their
average salary on retirement.

This is, practically, a sort of political thing rather than an appraisal of
the technical features of the plan.

Finally, I recall your having mentioned that there was a lot of “averaging”
in private plans. I think the term “cross-subsidizing” has been used, and some
of the witnesses we had before us gave the impression that there was no cross-
subsidization in private pension plans. Would you disagree with that point of
view in view of your statement?

Mr. Ecker: Well, T have not used the term “cross-subsidization’”. I did not
use it today and I don’t want to use it.

Mr. Lroyp: You did use the term “a lot of averaging”.

Mr. EcxLER: Let me give you some concrete examples of what I mean.
We introduce a pension plan for a low age industrial group; let us say it is
the flat rate type of plan. The unions and employers have bargained for a
certain amount of cents per hour for pension purposes—three, four, eight or
10 cents an hour. How is this income going to be divided up among the
employees of various ages?

It is obvious that if you are going to develop a reasonably adequate pen-
sion plan, some of the young have to pay for the old in this plan—some of

' the old who are close to retirement age, or some already retired or who have
| another five years to go. If we have a common benefit formula for all the

employees they will not be able to pay for all their benefits and this must
come from the entire package, and this is where the average comes in.
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Mr. Lroyp: In other words, those in the lower bracket by an average
process would be receiving more in terms of a paid-up annuity fund, if
you like, from their contribution than others would receive.

Mr. EcrLER: The older people. I gave you specific examples of a rather
homogeneous group where income level is the same, particularly where the
average earnings are between $80 and $120 a week. These are subsidized by
the younger generation.

Mr. Lroyp: So that this is what is described as a windfall which exists
in private pension planning, in a sense for older people, and when we use
the word “windfall”’, to be really comprehensive, we should observe a differ-
ence of degree between the windfall of the private pension plan as opposed
to the proposed Canada Pension Plan.

Mr. Eckrer: I don’t like the term “windfall”.

Mr. Lroyp: Neither do we. Thank you.

The CHAIRMAN (Hon. Mrs. Fergusson): Senator Denis.

Hon. Mr. DEnis: Mr. Eckler, I think you agree that the old age security
plan is a good one.

Mr. ECKLER: Yes.

Hon. Mr. DEN1S: Do you also agree that private contributory plans based
on earnings are also good plans?

Mr. EckrLER: Yes, I do.

Hon. Mr. DENIS: Do you also agree that the maximum benefit according
to this plan is 25 per cent? That is the maximum benefit we can get is 25
per cent of our earnings?

Mr. EckLER: Yes, that is the benefit. It is not the maximum. It is simply
25 per cent.

Hon. Mr. Denis: You agree that if we rely only on 25 per cent of our earn-
ings at retirement time—

Mr. EckrLER: Twenty-five per cent of what they call the adjustment age.

Hon. Mr. DENIS: Do you agree that it is not enough? It is not enough
for a good retirement pension—that is, 25 per cent of your earnings?

Mr. EckLER: Well, that is the very thing on which I think we have slipped
up a bit, this whole question of treating this 25 per cent, the Canada Pension
Plan, as our old age security plan. It is part of our package; we have $75 as
well for everybody over 70, and the two together have to be considered.

Hon. Mr. DEN1S: That is what I wanted. You agree that this plan is good
as long as we keep the old age pension plan as it is? You must agree that if
the old age security plan does not stay in existence, this part of the C.P.P.
is not so good? I would like to know if you agree that this is a plan combining
the old age security plan and the supplementary addition of this part of the
plan.

Mr. EckLER: Yes, I think the two should be considered as one package.
Hon. Mr. Denis: Combined?

Mr. EckrLeEr: But you want to go beyond that, not only for benefit
purposes but for cost purposes.

Hon. Mr. DENis: Then, when you say there are uncovered groups you do
not take into account the fact that there are those who will not get at 70
years of age $75 a month?

Mr. EckLER: Well, you see the old age security of $75 is under an old
age plan. It is only at age 70 that it is paid, and it is going to be permitted
at age 65. There are no disability or death benefits there at all.

-".f
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Hon. Mr. Dents: But do they cover those who are not contributing? Does
B l\fl):r th:‘I’;t: Yes, but only for old age; not for disability and survivor’s
and other benefits.

Hon. Mr. DEn1s: Then, it should be added? 4 : T

3 the addition of the supplementa >
O.A.gr;vflfllg‘ggivé r‘::cx)'ltllgf St?l}i’S problem, if we can ﬁndht}tle dotllaxs for 1t:1 y:v;
g t the end, if you take away that part where you s
therf Z?é nsllgnt:Engvfupfoéhit are not cox};ered—they are covered up to $75 per
month.

Mr. EckLEr: Under O.A.S., but not under the C.P.P.

Hon. Mr. Denis: But you said that the O.A.S. and the Canada Pension
Plan go together, so they are all covered.

Mr. EckrLeR: Under the C.P.P.—

Hon. Mr. DENIS: But the C.P.P. is related to the old age security plan
because the one does not go without the other; is that right?

Mr. EckLER: Your point is that as a package—this is, if I understaqd your
point—the uncovered groups do not necessarily d'i§solve, but _thes: diminish
in size because you still do not cover them for disability and survivor’s benefits.
You still do not cover this ten-year group in this transitional period.

Hon. Mr. Denis: They will all be covered in 35 years from now?

Mr. EcKLER: Yes.

Hon. Mr. DENIs: 35 years from now they will all be covered?

Mr. EckrLER: Yes, but we are not concerned about 35 years from now. That
is my point.

Hon. Mr. DeNis: But there must be a starting point somewhere. I do not
think you are a very old man, but did you benefit from the family allowances?

Mr. EckrLER: I beg your pardon?

Hon. Mr. DEnis: Did you take advantage of the family allowances?

Mr. EckrLER: I did not have much choice.

Hon. Mr. Denis: But if you are old enough you did not take anything
out of it, and you are still paying for it.

Mr. EckLER: That is the very point I am making. I like this honest, straight-

forward approach. We know what we are paying, and what we are getting,
and everybody is covered. X

Hon. Mr. Denis: I know that my father never got the Old Age Pension,
but does that mean that the Old Age Pension is not a good system? A moment
ago you were worried about future generations.

Mr. EckrLErR: No, I was not worried about the future generations.
Hon. Mr. DeNis: The young generation will pay for the old.

Mr. ECK.LER: No, I never made that comment. You misunderstood me, or
perh_aps I did not make myself clear. I am not concerned about this cross-
subsidization because I regard this as a social security measure.

Hon. Mr. DENis: You consider this plan as a social security measure?

Mr. EcKLER: Yes.

Hon. Mr. DEN1s: Now, you say that the scope of the old age security system
should be enlarged instead of combining the two.

Mr. EckLER: Yes.

Hon. Mr. DENIS: Accordin

_ g to the White Paper, in ten years from now the
fund will be about $4 billion.
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Mr. EckKLER: Yes.

Hon. Mr. Denis: So if you suggest that we should enlarge the scope of
the old age security we would have to raise $4 billion in ten years from all
sources?

Mr. EckLER: We are raising it under the payroll tax. It is the same idea,
the only difference being it is a rather cumbersome method of raising money.

Hon. Mr. DeNis: But the same thing applies so far as the private pension
plans are concerned.

Mr. EckLER: But they are voluntary. I think you can draw a distinction
between a private plan and a state plan. One is compulsory and it is there for
all time, and the other is voluntary and flexible.

Hon. Mr. DeN1s: Have you any idea of what the saving would be adminis-
tratively if you eliminate the floor of $600? Have you any idea what you
would save so far as administration is concerned?

Mr. EckLER: No, I have not. I did quote the statement of Mr. Sheppard
about the million refund cheques. I do not know how much this will cost.

Hon. Mr. DENnis: But do you agree that there must be a staff to refund
payments?

Mr. EckLER: Yes. It can be done. There is no question that it can be done.
My only observation was: I do not see why.

Hon. Mr. DeEnis: It all depends on how many cheques the computers can
issue or how many cheques the staff can issue, but you can use the same staff
or the same computer. It may mean that you will need one more computer.

Mr. EckLER: I doubt that the costs would be that nominal. I think it would
be costly.

Hon. Mr. Denis: You have noted that if this floor of $600 is there it has
the effect that a man who earns only $1,000 a year will contribute $7.20 a year,
or 0.7 per cent of his total earnings. At the other extreme, a man earning
$5,000 a year will make a maximum contribution of $79.20 a year, which is
1.6 per cent of his earnings. This means that the smaller wage earner with this
floor will benefit.

Mr. EcrLER: I think he will, and it will remove some of the problems.
The suggestion I am making is that we have a flat contribution rate, which is
the American plan and has been from its inception. That does not mean we
should not experiment, but we should do it with some prudence. I think you
can achieve the same thing by varying the benefit and keeping the contribution
rate constant for this lower-income person.

Hon. Mr. DeENis: You said it would be hard for an employer to deduct
because of this ceiling, but it would be hard only for the first time and then
he would be on the same basis—earnings of $100 a month; contributions of 90
cents a month, and so forth.

Mr. EckrLER: I do not say, Madam Chairman, that it would be hard for
the employer. I say here that it would be an administrative headache, and I
am thinking more of the administrative agency for the Canada Pension Plan
than of the employer.

The CHAIRMAN (Hon. Mrs. Fergusson): Senator Thorvaldson?

Hon. Mr. THORVALDSON: Mr. Eckler, I have just a brief question. Although
this may be a big problem I do not require a long discourse on it. Referring
to page 4—indeed, somebody else asked you some questions about this before
—you say in the first paragraph:

I am sympathetic with the desire of Quebec to run its own show . . .
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I shall leave that aside for the moment, but you go on to s‘ay:
. and the similar desire perhaps of other provinces.

I am wondering what is the reasoning behind that staten’gent. I notice that you
hedged a bit by using the word “perhaps”. I wonder if you would care to
expand on that. I ask this question because I know, that my own province
of Manitoba, for instance, has not made any suggestion that it wants to get
into a wage-related plan, nor have I heard a suggestion that any of the smaller
provinces want to do so. Would you care to expand on that? .

Mr. EckLer: The only province I have heard about is the province pf
Ontario, in which I live. There has been extensive newspaper comments in
this particular area, with statements from both the Prime Minister and some

of his colleagues.

Mr. KNowLES: Only one person knows, and he won’t tell.

Mr. EckLER: That is right. I can only record what I read in the press.
Certainly there is a lot of discussion going on as to whether Ontario should or
should not run its own plan.

Hon. Mr. THORVALDSON: Following on that question, is there a desire, do
you think, per se of entering the field, or would that desire be prompted by
the reasoning that this plan is just not satisfactory and does not fill the bill
that the province of Ontario feels ought to be filled?

Mr. EckLErR: Well, there must be reasons for Quebec wanting to run its
own show, and the same reasons presumably would apply to Ontario. If
Quebec sees some advantages in it then presumably those advantages will
apply to the other provinces as well.

Hon. Mr. THORVALDSON: Let us go to your first statement, which is:

I am sympathetic with the desire of Quebec to run its own show . . .
Would you expand just briefly on that, Mr. Eckler?

Mr. EckrLER: Well, the desire presumably may be related to having com-
plete control of these funds which they would have, to some extent, even under
the Canada Pension Plan. I think that the control the province would have
of these benefits, and the administration of benefits, without going to Ottawa
—1I think these are legitimate desires in terms of any province or agency.

These must be the reasons for Quebec wanting to run it itself and for
having to go to the genesis of the Canada Pension Plan. When the Quebec
report of Mr. Castonguay was issued, this plan came out and then the C.P.P.
was revised to meet it, to make some compromise with the Quebec plan.
Presumably Quebec was going on its own at that point. What the reasons
are I can just speculate. I think it is a desire to run its own show.

Hon. Mr. THORVALDSON: Having said that, I presume that in your mind the
same consideration might run for Ontario, if it decides to opt out of this
plan?

Mr. EckrLER: I would speculate so.

Mr. KNOowLES: May I ask a supplementary in that area?

Hon. Mr. THORVALDSON: Yes.

Mr. KNowLEs: Would you make any comment on the difficulty that
Ontario might face because of the fact that it does not have an income tax
collection system the same as Quebec already has? Would there not be a
burden of expense on Ontario that Quebec have not now and might not this
burden affect Mr. Robarts’ position?

. Mr. EcKLER: I might‘only speculate again there. While Quebec has its own,
it mlght' be that Ontario could make an arrangement with Ottawa to co-
operate in using its machinery.
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Mr. KnowLES: You understand that Quebec has its own income tax and
machinery for collecting it. We understand that Quebec will be collecting
its money through its own provincial administration, and that Ontario might
have to set up a similar machinery.

Mr. EckLER: They have done so in the case of hospital insurance. They
have put in elaborate machinery for that. I do not know what the plans are,
whether they will try to reach an agreement with Ottawa to collect through
the Ottawa machinery or not? jit

Hon. Mr. THORVALDSON: Mr. Eckler, following upon that, you make .a
remark which I have not heard made before in any brief, although it might
have been included in some other brief. You say, on page 4:

But surely these objectives could be reached by developing a national
earnings-related supplemental plan administered by a state agency
representing the federal and provincial governments.

My question is, is it your idea that if such a plan were feasible and acceptable
to the provinces, is it your idea that in that event we might have a national
scheme of some kind which might include Quebec?

Mr. EckrLER: This is my hope, if it is not too late. I do not know. My
hope is that perhaps Quebec’s desires could be satisfied in this type of relation-
ship, rather than a plan run by Ottawa by itself, if it were run by some federal-
provincial agency. There may be examples of this, but certainly not on this
scale. This is a thought that occurred to me. Whether it is feasible or not, or
whether it could be considered mildly by Quebec, I do not know. I just throw
it out here for what it is worth. I think that that might embody a common
plan. What concerns me is not only the administrative problems of various
provincial plans but the inevitable variation in benefits that will occur over
the years.

Hon. Mr. THORVALDSON: I presume you would agree that in the case of
Ontario intending to have a plan, it would involve a planning conference
between the federal authority and Ontario, with the objective of working out
this plan.

Mr. EckLER: I think that would be necessary.

Mr. Munro: Do you feel that the negotiations taking place through
several federal-provincial conferences, with many meetings of top civil
servants of both federal and provincial governments in working out the terms
of the present plan, have in effect created a single plan? There have been
participation and deliberations by both federal and provincial authorities,
including Quebec. They were actively consulted and their own plan is, to all
intents and purposes, identical with the C.P.P., so it is fully integrable. Does
this not go along the road indicated by your suggestion?

Mr. EckLER: I really do not know how these agreements are reached,
but it occurs to me that very often an agreement is made on a very high level
and then the civil servants are asked to work it out. I know this has happened
in some cases, where the civil servant might object to the difficulties here,
but his superior tells him: “Work it out, this is the agreement.” It might have
happened here, I do not know. It could very well be that the civil servants
and the technicians were told “This is an agreement at a very high level,
work it out.” This is speculative on my part. I was not involved in these dis-
cussions but in other areas of which I have knowledge and in which I am
involved in governmental affairs, this happens frequently. A high level
agreement is reached, with ‘“damn the details and the problems”. The
administration decides to do this, and the technicians have to work out the
plan. Everything is possible, but at what cost? This is my only reason.
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Mr. MuNro: Would not this type of activity, which is~fair1y common in
any federal state, not take place even with your suggestion? If it were a
state agency, any suggestions with respect to proposed changes would be dis-
cussed at the political level. Would not the provinces and the federal Govern-
ment have to get together and try to arrive at some consensus and then the
technicians work it out?

Mr. EckLER: Yes, but it would be one plan. This is the point. It would l?e
one plan. My concern is that we will have two separate plans, at least, in
Canada, and they will not be identical, they will vary.

Mr. Munro: When you say “two plans,” what are you referring to?

Mr. EckLER: If things go on as they are today, it would be the Quebec
plan and the C.P.P., which in substance will be comp'fzrable——the exact words
are “comparable, but not identical”’—and I think Miss LaMarsh used them
also in her distinction between the two terms.

Mr. Mungro: Apparently it has been said that the word “comparable” does
not have the effect of making a legal obligation for identical plans. It is a
strong legal phrase. We do not want to get into legal argument, but I would
point out the effect of having this agreement with Quebec. It would seem,
as far as the Canadian citizen is concerned, that “comparable’” means, for
all intents and purposes, that they do have, as far as they are personally
concerned, one plan.

There are two provisions in the bill, probably more, which are pretty
stringent requirements for provincial approval before any changes can be
made. I believe it refers to two-thirds of the provinces, representing two-thirds
of the population. There is that type of requirement. There are provisions also
in the bill with respect to funding out features, that provincial representatives
periodically meet with the federal authorities and with the federal actuary, the
officials of the Department of Finance, to review the status of the fund and any
necessity for future contributions rate changes, and so on. With this insistence
on it being comparable, as far as Quebec is concerned, with the rights of
the provinces to full participation in any future changes, with these provisions
concerning the status of the fund and other financial implications, I wonder
whether those provisions do not go a long way towards the end you have
expressed here?

Mr. EckrLEr: I think not. This is what is troubling me. I have not seen
the Quebec legislation. I do not know who has seen it. My understanding—and
I may be very wrong here—is that the provinces will still be given some
flexibility, in varying from the federal plan, that it,does not have to be
identical but that in substance it should be the same. This is what troubles me

—what happens five years from now, if the province that has opted out

wants to make amendments in it? The two-thirds protection is only for the
members of the C.P.P., not for the province that has opted out. That province
can make its change three years from now by its own amendment. That is my
understanding.

Mr. Mungro: On that one point, we could refer it to our adviser to the
committee, Mr. Osborne. That is the point you have just raised. Perhaps he
could amplify that?

Mr. OsBorRNE: Madam Chairman, I would refer you to section 115 of Bill
C-136, subparagraph 1, which describes an “included province” for the purpose
of amending this legislation. It says:

(1) In this section, “included province” means a province other than
the ¥ukon Territory or the Northwest Territories, except a province
providing a comprehensive pension plan unless at the time in respect
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of which the description is relevant there is in force an agreement)
entered into under subsection (3) of section 4 with the government of |
that province.

That means that if there is an agreement with the province of Quebec, it will
be an “included province” and its population will be included in the calculation |
of two-thirds. \

|

Hon. Mr. CrorLL: That is not the point that was made by Mr. Eckler. I
understood him to say that the province could follow the plan without regard |
to the dominion. ‘

1
Mr. Munro: It would all depend if there was an agreement. 3
Mr. EckLER: It would depend on the agreement, which we have not seen. ;
Mr. KnowLES: But the federal government cannot change that. |
Mr. OsBORNE: Madam Chairman, my understanding was that Mr. Eckler (
said that the two-thirds of the population would not include the province of
Quebec. \
Mr. EckLER: That makes it even worse. ]

Mr. OsBORNE: My point is that the two-thirds would include the province |
of Quebec.

Mr. EcrRLER: I am speculating, but I would think that Quebec would be
free to change its plan, but not the federal Parliament. It would need the |
consent of Quebec to change this plan, but Quebec would not need the consent \
of anybody else to change its plan. }

Mr. OsBORNE: This presupposes that with an agreement between the
province of Quebec and the federal government there would be free leeway
given to the province to change its legislation in any way it wished without
any prior consultation, and I do not believe the framers of the legislation had
this in mind.

Mr. EckLER: I am not suggesting the agreement would be that wide, but that
it certainly might permit Quebec to make minor changes in its plan. I am in
a very speculative area because the agreement has not been provided.

Mr. Munro: I should have put the question that if the agreement with
Quebec should co-ordinate the two plans and provide safeguards against
variations that concern you, and I am sure all Canadians, then have we not
approached the aim you have here?

Mr. EckLER: No. I think this is black and white. I do not like black and
white differences, because nothing is that way, but I think this is because you
do give authority to one agency or group to make a change even though it
may not be of major importance. What I am suggesting here is something
radically different. I am suggesting one plan, not two plans. The agreement
which was made in the beginning is part and parcel of the one package. I
think there is a difference.

Mr. Munro: Thank you.

Mr. REEAuME: Mr. Eckler, if in fact all the safeguards are there and the
two are identical, and presupposing that any one province will not allow the
changes, then would it not baffle you and other Canadians as to why there
should be two plans?

Mr. EckrLER: Yes. I make an added suggestion, and perhaps I am going
beyond the act. I am suggesting that a joint agency be created, where you might
not have this three-month period, I do not know, by which the Canada Pension
Plan holds on to three months’ funds before the distribution is made.

Mr. RataumMme: If in fact we have one plan anyway, your suggestion is
that since it affects state and federal agencies, you would create the kind of

{
|
J
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federal-provincial agency that would carry on and function permanently, and
thereby administrate just one plan? ; ;

Mr. PriTriE: Madam Chairman, I do not feel that Mr. Eckler qu1§e appreci-
ates that apparently there are fewer people in the old-age group in Quebec
than in Ontario. d ]

Mr. EcKLER: We have been involved in some of this as to t}le_ questxon of
the different funds. I do not see why this could not be done in this Jqlnt agency
as well. This is the very point I am making—why can you not do this with the
joint agency? I am trying to avoid division in this type of problem.

Mr. PriTTiE: I agree with that.

Hon. Mr. THORVALDSON: Madam Chairman, may I say that yvhen I startgd
the line of questioning I did it was no part of my purpose to go into the details
of these arrangements of the Canada Pension Plan. My purpose, and I may
say frankly that I am sure other members of the committee must feel the
same way, was to point out that it would be much prefgrable to have an all-
Canadian plan and that it certainly would be to the national advantage. That
i I mentioned this point. / p
% W};ytalzaleitf Mr. EckleI;, that in your view we could have something in the
nature of—and I will use a phrase which is employed a grea.t deal—co-opgr-
ative federalism, that perhaps it might be possible to have a little cp-—opgratlve
federalism in regard to an acceptable plan? Is that what you had in mind?

Mr. EckLER: I approached this not administratively, wht_en. I sp?ke of the
difficulties in a fragmented plan. I am not a lawyer or an gdmlnlstrgtlve expert
in government but I am just making a plea for consideration of this approach,
if it has any merit. '

Hon. Mr. THORVALDSON: Yes. That is all I want to ask you on that.

There has been a lot of discussion about integration and its problems
regarding the Canada Pension Plan. As you are aware, in most pension plans
contributions are both from employer and employee. Some plans are con-
tributed to by the employer entirely. Are there any more difficulties involved
in the Canada Pension Plan than in any other type?

Mr. EckLER: I would say the answer is no. In fact, there might be fewer

problems, because you do not have the problem of what to do with the
employee contributions.

Hon. Mr. THORVALDSON: That is all.
The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Prittie?

Mr. PRITTIE: One question, Madam Chairman, and it is not directed to the
brief, but about something to which Mr. Eckler would have some knowledge.
I believe it was stated yesterday that seven out of ten provinces had agreed
on uniform legislation for private pension plans, and that that legislation
would be similar to the Ontario legislation. My question is this: Will similar
legislation by all these provinces permit portability within the provinces
and between the provinces and private plans? I imagine you are familiar
with the Ontario legislation?

Mr. EckLER: Yes, I was on the Ontario committee.

My.' PritTIE: If all provinces adopt similar legislation, will this provide
portability in private plans between the provinces?

Mr. EcrLER: I have not seen the official release of this yet, and only know
what I have seen in the press. I am familiar with the Ontario legislation and
know many members of the commission quite well. I know what they are
attempting to do. The objective certainly is to have comparable legislation in
other provinces and reciprocal agreements between the provinces. This is the

way it would be achieved. You see, the way the legislation works now, if a_
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person terminates employment he will leave that employment with a little bit
of pension stored up. If he should move say to Manitoba, he will accrue more
pension. So at the time of retirement he will have little bits in various areas.
I presume by that time some agency will be established where these little bits
of pension could be tied together. That is not in the Ontario act. The act has
provision for that central agency, but no legislation has been enacted to
cover it.

Mr. PritTie: You are speaking of a central interprovincial agency?

Mr. EckLER: I would think that would have to be done, yes.

Mr. PritTie: Then the Ontario plan will provide for portability, within
Ontario at least?

Mr. EckrLER: For Ontario employment, yes. The same would apply to
Manitoba, Quebec and all the other provinces. If an employee had a little bit
of pension, he might say, “I have been in four provinces”—and he would have
a little in each province stored there, and until some agency is developed and
all these bits of pension can be merged and remitted, I suppose he would get
cheques from each plan. However, I would hope that before that point was
reached this would all be handed over to some central agency.

Mr. LEBOE: I have one or two questions, Madam Chairman. First, I was
interested in your remark, Mr. Eckler, concerning “windfall” in a question put
by Mr. Lloyd. I understood you to say that the windfall, whatever you want
to call it, or bonus, was the same in the Canada Pension Plan as in the private
plan?

Mr. EckLER: Not the same. But from one point of view there is a com-
parable windfall in some situations in the private plan as well. I said I did
not like the expression ‘“windfall.”

Mr. LEBoE: The difference to me is simply that it is a past services benefit,
passed from the employer to the employee without any taxation or contribution
by any other employee in the private plan; whereas in this particular plan,
certainly there must be some difference. Would you not say so?

Mr. EckLER: Madam Chairman, I make a distinction between employer
and employee in private plans; but in a union-negotiated plan it is very little
different, because it is a packaged affair on both sides by agreement, that an
employer’s contribution could be omitted and given to the employee in
higher wages, if he wished. This is my pension plan philosophy.

Mr. LEBoE: This is an arrangement by the employer himself in connection
with past services benefits?

Mr. EckLErR: Which comes, in a sense, out of the wage package.

Mr. LeBoE: If we extended it to that we could get involved in the fact
the consumer is involved in every sphere of economics, so you have no relevant
rung in the stepladder. You go right back to the consumer, in the final analysis,
because he pays for it all in any case.

Mr. EckLER: Maybe we should. I do not know.

Mr. LeBoE: If we do this we are not getting a rung to hang anything on
for comparison.

I would ask you this question, why, when we have the O.A.S., should we
mix the Canada Pension Plan with it, since the O.A.S. is given as a matter of
citizen’s right, is it not, universal right?

Mr. EckLER: Residence.

Mr. LEBoE: The Canada Pension Plan is not considered to be a citizen’s
right, but a contributory plan according to the way it is set up. One of the
witnesses we had before us said he did not believe they were mixed up. I
say they are; and you say they should be. I am thinking, for instance, of the
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fact you mentioned your fears in connection with two plans. Lt_at us suppose
for aymoment a prov}i,nce which has opted out of this. plan, that is running its
own plan, really wants to mix the welfare along with the: suggestions ma'de
a moment ago when we were discussing it—really want to mix the welfare with
a pension plan. Where does it put the rest of Canada if we do not keep the
0.A.S. and the Canada Pension Plan separate?

Mr. EckLER: I am not suggesting they be merged. You cannpt merge them.
It is an earnings-related supplement to the O.A.S. I am suggesting in my sub-
mission, simply in terms of costs and benefits, that may be reggrded as one
branch, but they are two separate plans. Of course, they are two different types
of plan. ; !

Mr. LEBOE: That is my point, because if we get mixing these up we wgl
run into difficulties, and this is where I think we are goir}g to have. trouble in
getting the people to understand the whole anada Penswp Pl.an, if we start
mixing up the O.A.S. in benefits with a pension plan whl.ch is contributory.
It seems to me if we carry the two together we are going to confuse the
population.

Mr. EckrEr: I am afraid they have to be kept together. If you are an
employer setting up a private pension plan you would take a good look not
only at the C.P.P. but also the O.A.S. in working out a plan suitable for your
employees. They both have to be considered together from that point of view.

Mr. LEsoE: I agree with you as far as a private pension plan is concerned.
That is the over-all contribution that that employee would like to negotiate
with his employer because of these particular things, but surely, we would
not say this about the O.A.S. would we?

Mr. EckLER: There is something—and I am trying to answer your question—
there is something in your question that troubles me, some emphasis on contri-
butions. Whether it is to a social security plan or a private pension plan,
I do not personally put that much emphasis on it.

Mr. LEBOE: I have a note here too on that.

Mr. EckrLER: That is why I have been calling the “contributions” to the
Canada Pension Plan a payroll tax and not a payroll contribution.

Mr. LeBoE: I did mark in quotations “a social security measure”. You are
saying you do not believe what we have before us is a Canada pension plan
but simply a social security measure?

Mr. EckLER: I do not want to use terms. You can call it Canada Pension
Plan if you wish, but it is a social security measure. That is my point.

Mr. LEBOE: A social security measure could be a lot of other things
beside.

Mr. EckLER: Yes, of course. We have a lot of social security measures
in our Canadian program.

Mr. LEBoE: I would hate to see the two mixed up.

Hon. Mr. THORVALDSON: Could I ask a question supplemenary to the ques-
tion asked by Mr. Leboe? Mr. Leboe referred to the question of a “windfall”,
and I think we were referring to the fact that various companies, when they
establish a pension plan, assume a vast liability and they put a large amount
of money at times.

Mr. Eckler, are you suggesting there is any relationship between, if you
want to call it, a “windfall”, which is certainly a benefit to employees—
are you suggesting there is any relationship between those moneys and the
so-called “windfall” we have been referring to in respect of any person of
55 earning $5,000 and another person age 55 earning $2,000? The windfall
which the $5,000-a-year man gets is about $15,000, and the windfall the other

¢
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one gets is $9,000—which, to my mind, are moneys taken from other people.
Whereas companies, moneys come out of their own surplus. Are you suggesting
those things are the same?

Mr. EckLER: I am suggesting a direct relationship. I was asked a question
by someone else about private pension plans. I indicated that many employees—
say the older group of employees—when a pension plan is introduced which
bears little relationship to the contributions which they make, get—if you like
to call it a “windfall”, then call it a “windfall” but in a certain sense it is
comparable.

Hon. Mr. THORVALDSON: Could you define “in a certain sense”? It is paid
by the taxpayer or the contributor?

Mr. EckRLER: It might be paid to some extent by the contributor, because
without this he might have had higher wages or salary.

Hon. Mr. THORVALDSON: Yes. Ak

Mr. EckLER: If it is a union-negotiated plan it definitely affects the cents ‘l
per hour that he is getting. It does affect what he gets, so there is a transfer !
there. I do not like the expression “windfall” and I have always stayed away |
from it, and I have been pursued on this particular point. When I try to sell | *
a pension plan, as I do, say, to some union members, I try to approach it |
not from the point of view of a “windfall” but from the point of view that |
this is necessary for old age security for some of the older members. Jl

Hon. Mr. THORVALDSON: You will agree the windfall received by the
$5,000-a-year employee is money which is not his own and which comes out
of the public purse?

Mr. EckLER: Of course, there is no question about that.

Hon. Mr. THORVALDSON: And you will agree the type of money put into
a private pension fund by an employer is private funds?

Mr. EcKLER: Yes, they are private funds.

Hon. Mr. CroLL: I understood you to say in talking about private employ-
ers that the contribution is different and you differentiate. That was your
philosophy. You do not use the term but I use the term and looked upon it
as ‘“deferred pay”. I use that term.

Mr. EckLER: Yes, I use it too.
Hon. Mr. CroLL: Did you use it here?

Mr. EckLER: No, but it is a term I use frequently. That is the reason for
my statement that without this provision for past services by employers, in
an agreement or private arrangement, the immediate pay would be greater.

Hon. Mr. THORVALDSON: You said “might” and not “would”.
Mr. EcRLER: All right, “might”.

Mr. KNowLEsS: In this whole context wouldn’t you agree with the state-
ment I think Mr. Churchill once made that insurance brings to the millions the
magic of the averages?

Mr. EckRLER: Yes, sure.

Mr. MuNRro: Following on the senator’s point, I think this has to be dealt
with too in any pension plan, be it public or private. It is not fully funded.
There are cross-subsidies involved, so it is a common characteristic a person
does not get back benefits in relation to his contributions. Would that be fair? |

Mr. EckLER: I do not think the question of full funding is relevant. I thinl??
you can have a fully funded plan with cross-subsidies too. It means you have |
sufficient funds in hand to cover your liabilities. The question of where you
apply it among the various participants is where the question of cross-subsidies
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comes in. Certainly, any element of cross-subsidy in any ?f theie_ Il))liiﬂ)i would
Lfesult in the beneficiary getting bene:ﬁts npt ;eéat:ﬁ to ;x;iogorll :‘(1)0 e -inter-
If I could just pursue another point raised by the se . : it 4
i i ings-related supplemented plan admin
ted in your hope for a national earnings-re 1 P %
;esst:red b};r a state agency representing both federal and provincial govern
ts.
e I\SIow 1 like to think that actually we have done the very best we lclan. Sfi:u
mention 1’:he term “black and white”. I wogld suggest to you }tll'lat in % 1a(1:-§aan3dr
in federal-provincial relations there is gettmgdto be n% s;lghd'; 1]rlxlgs tasthis L
hite. It is all grey. However, we have endeavoure 3 i
zlvlink that the end is very close to what you have indicated here for 1\?[11 pra(licn
cal purposes. For instance, you indicated a concern about Quebec. My uni e;-
standing is that when they came forward with their own proposals th‘_ey rfnahe
several compromises and changes in order to come within the ambit of t e
Canada Pension Plan as far as provisions are concerned. They altered their
ceiling. I think it was $6,000.
Mr. EcKLER: Yes, and the floor was $4,000.

Mr. MUNRO: And they altered the exemption to $600 and the percentag_e
was 4 per cent and the transition period was longer. Do you not thmg that it
seems reasonable, if they are prepared to make these §evera1 changes‘ in order
to have comparable provisions with the Canada Pen519n Plan, and it is cer;
tainly indicative, that they are prepared to. enter thl.S type of agreement?
Certainly it would indicate that they are trying to arrive at a consensus and
come to some agreement so that the plans will be fully integratable, and in that
sense we are having one plan as far as all the principal features are concerned
—contributory rates, benefits, and so on. In other words, all this has come
about from the agreement between federal and provincial governments, which
is the essential element in your own suggestion. 5 e

You are not going to get a state agency representing federal and provincial
governments without endeavouring to come to the same type of consensus
either.

Mr. EckrER: I would like to think that you are right, but I am doubtful.

Because of the way things operate in institutions, everything becomes institu-=
tionalized—institutions have been generated and developed in Quebec, and
there is one in Ottawa—and institutions have their own self-preservative
power and go on by themselves.

Certainly this agreement will be made with the most careful attention to
detail, but the fact remains that this is going to be a separate plan, and Quebec
will have separate legislation which can be amended by any future legislation
in Quebec. This is what has troubled me. There can be a change of government
and all things may happen, and that plan can be changed.

If you can draft an agreement now between the provinces and the federal
Government which will take us down the next five years, then that is fine.
But I am sceptical about it.

Mr. Mungro: To the degree that any government, federal or provincial,
can repudiate the action of its predecessor at the same governmental level, and
thus ruin the uniform features of any legislation, this type of action can also
destroy your concept here, can it not?

Mr. EcrLER: I don’t think so, because I am suggesting a new institutional
framework. This is the fundamental point which I am making here. It will
live by itself as well, whereas you are suggesting two institutions, maybe three
—I don’t know—and each one will live by itself and this is my concern.

Granted that you can change the institutional framework, these have to live
and work by themselves.
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Mr. Munro: In order to guarantee against any future changes in your
concept you are contemplating constitutional amendments.

Mr. EckLER: No, I am suggesting setting up an agency. Whether that would
require an amendment, I don’t know; I am not a lawyer. I would doubt it,
though. It is just a suggestion that I am making which I think might have
some merit and should be considered.

Mr. Munro: I was just going to suggest that even such an agency, without
a constitutional amendment necessarily, could be repudiated by a subsequent
provincial administration different from its predecessor, and so on.

Mr. EckLER: It would be more difficult, though.

Mr. MuNRO: A little more difficult.

Mr. EckLER: Yes, that is the point.

The CHAIRMAN (Hon. Mrs. Fergusson): Is that all?
Mr. Munro: Yes.

The CHAIRMAN (Hon. Mrs. Fergusson): Senator Smith.

Hon. Mr. SMITH (Queens-Shelburne): Madam Chairman, I tried to get
your attention several times.

The CHAIRMAN (Hon. Mrs. Fergusson): I am sorry.

Hon. Mr. SmiTH (Queens-Shelburne): That is all right, I am very patient.
I have two very short questions, both referring to matters discussed before.
The first subject is that of integration. I would like the benefit of your advice
from your experience and I know it should be good advice. I would like your
advice as to what percentage of retirement income from present pension plans
you would consider to be generous—or as some other brief before us put it a
few days ago, ‘“satisfactory” rather than generous—above which level it would
be unwise to add the Canada Pension Plan benefits and the O.A.S. benefits
as well.

Mr. EckLER: This is a relative thing whether it is generous or not generous.
Some of you may know that the Canadian Welfare Council is going to run a
conference on aging within the next year or two, and we had some meetings
on this very question: what does a pensioner need to live on? It is a very
difficult question to answer. What is generous? I really don’t know.

I think the job here is to compare benefits to costs. Take a look at other
needs. Certainly, the benefits should have some relationship to minimum living
costs, which vary from place to place, of course. In private pension plans
we always consider 70 per cent quite generous as a settlement because this is
one of the richest plans we have in Canada. This might be the upper limit
of the Canada Pension Plan, 70 or 75 per cent. I don’t know what is the
minimum. I am not really prepared to say.

Hon. Mr. SMITH (Queens-Shelburne): What you are saying is that when a
person at the day of retirement is making more than he did the day before he
retired that is going too far.

Mr. EckLER: I would say that is excessive. It is redundant. It could happen,
though, mind you, if we enlarged the O.A.S. considerably beyond the $75 level.
It could happen and they would have more income than they had before.
However, this will happen so rarely as to be not serious.

Hon. Mr. SMITH (Queens-Shelburne): The other subject has to do with
the minimum earnings level for participation in the plan. Are your chief
reasons for suggesting that the $600 minimum should be removed concerned
with administration?

Mr. EckLER: In my brief that was my chief reason.

21757—33



1362 JOINT COMMITTEE

Hon. Mr. SMITH (Queens-Shelburne): That is what I gathered, but I was
not quite sure. Thank you very much.
The CHAIRMAN (Hon. Mrs. Fergusson): Are there any other questions?

Mr. MoNTEITH: Madam Chairman, it is 12.30.

The CHAIRMAN (Hon. Mrs. Fergusson): Yes, I know. I would like to thank
our witness for preparing the brief and coming before us to present it and
for supporting it and answering so many questions so very patiently.

Mr. EckLER: It has been a pleasure, Madam.

The CHAIRMAN (Hon. Mrs. Fergusson): I would like to say, as Mr. Lloyd
did, that it was quite interesting and refreshing to find that, although you have
criticisms, your presentation was not all critical, but that you put some propo-
sals before us. Whether we accept them or not, I assure you we will consider
them.

Mr. EckLER: Thank you very much.

AFTERNOON SITTING

WEDNESDAY, January 20, 1965.

The CHAIRMAN (Mr. Cameron): Ladies and gentlemen, we have a quo-
rum. I understand that Senator Croll has something he wishes to say.

Hon. Mr. CroLL: Mr. Chairman, I should like the department to have
some information made available for me and the other members before we
start considering the bill, whenever that time comes, and I should like this
notice to reach the department so that they have ample opportunity to pre-

pare it.
I would like to know: Under O.A.S., what would it cost to provide at 65

a disability pension and a pension for women of 65, widowed or single.

In addition to that, I should like to know what would it cost under O.A.S.
to increase the pension for those who are now 70 to $80, at 75 to $85, at 80 to
$90, at 85 to $95, and at 90 and over to $100.

The CHAIRMAN (Mr. Cameron): If you will give me that sheet of paper
you have I will give it to Mr. Osborne.

Hon. Mr. CroLL: I hope you can read my writing. You will have fun.

The CHAIRMAN (Mr. Cameron): You have heard the request of Senator
Croll that we ask our economic adviser to obtain this information for him.
Is it agreed that we get this information? That is agreed.

Mr. Knowles, I am dealing with a request by Senator Croll for certain
information as to what the costs would be in regard to certain increases in
the pension under O.A.S. at the age of 65, 70, 75, 80, 85 and so on. The com-
mittee has agreed to ask Mr. Osborne to get that information for us.

Mr. KNOWLES: I am very pleased to agree. As a matter of fact I was
thinking of asking for similar figures myself. May I ask what the dollar fig-
ure is?

Hon. Mr. CroLL: I asked for the dollar figure under O.A.S. to provide
at 65 a disability pension and a pension for women, widowed or single, at
65, and under O.A.S. an increase of $5. Those who are now 70 receive $75 :'md
I am asking what it would cost if they receive $80. I am speaking a;bout

an increase of $5 every five years until you get to the age of 90 and over
when it will be $100.

G
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Mr. KnowLES: What I was going to ask can be computed from that. I
was going to ask what an increase of $10 would cost at 70, but I can do the
multiplication.

The CHAIRMAN (Mr. Cameron): This is an increase of $10 at 80.

Hon. Mr. CroLL: It is $75 now.

Mr. KnowLES: I was going to ask for the cost of an increase of $10 at
age 70, but the information that Senator Croll has asked for will fill the
bill.

The CHAIRMAN (Mr. Cameron): Thank you.

Mr. KNOWLES: Mr. Chairman, since we are asking for that information I
wonder if we could ask the department also if they can give us any figures
as to what it would cost to treat everyone as though he had $600 income. I am
referring to the Canada Pension Plan, and I am referring to the discussion we
had with both the Canadian Federation of Agriculture and Mr. Eckler this
morning. Is that a figure that can be computed?

Mr. OsBORNE: Mr. Chairman, I should like to consult with the Department
of Insurance before answering that question.

Mr. KNowLES: I shall be glad to defer my question until that conference
has taken place.

Mr. OsBORNE: Is the idea to blanket in everyone who has retired prior
to the commencement date of the plan at $600, or to take everyone in the
labour force who has not participated in the plan in any particular year and
attribute to him a $600 income?

Mr. KNowLES: What I am asking for is information based on the assump-,
tion that we blanket in everyone as though he had $600 income. In other
words, since we are giving credit for $600 income at no cost to those who are
in the plan I am asking what it would cost to blanket in the rest. This is an
idea generated in part by what Mr. Woods said the other night, and also
another delegation. The effect would be to give everyone under the Canada
Pension Plan who is of retirement age a platform of $600 to start with.

Mr. OsBORNE: The effect would be to have the universal flat rate benefit
plus an additional flat-rate benefit?

Mr. KnowLES: The effect would be to give everyone $600.

Mr. OsBoRNE: This would not be restricted to those participating in the
labour force?

Mr. KNowLES: That is right.

The CHAIRMAN (Mr. Cameron): Is it agreed that we seek this information,
subje((:it to Mr. Osborne’s checking with the Insurance Department? That is
agreed.

We have before us this afternoon The Canadian Manufacturers’ Associa-
tion. You have had an opportunity of reading their brief. There is a considerable
number in the group appearing this afternoon. Mr. H. B. Style is the First
Vice-President of The Canadian Manufacturers’ Association, and is Chairman
of the Board of John Inglis Company Limited of Toronto. I understand that
Mr. Style will introduce those who are accompanying him, and that Mr. Taylor,
who will be introduced as the Vice President, Industrial Relations, of Union
Carbide Canada Limited of Toronto, will be their main spokesman. Mr. Style?

Mr. H. B. StYLE (First Vice-President, Canadian Manufacturers’ Associa-
tion): Mr. Chairman and members of the committee, I have already been intro-
duced so I shall not re-introduce myself. I am here as First Vice-President of
the Canadian Manufacturers’ Association, and I should like to express on behalf
of my colleague and myself our pleasure at being afforded this opportunity of
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appearing before this joint committee of the Senate and the. House of Commqns
so that we may make known the views and recommendations of our associa-
tion with respect to Bill C-136, to provide for the Canada Pension Plan. I make
these comments in the absence of Mr. A. A. Cumming, who is unable to be
with us this afternoon because of illness.

Before I introduce our representatives to you I wish to a§sert t}}at our
association supports the principle of uniform contributory pension legislation
for Canadians within the framework of a single plan which is centrally
administered. o

May I now present to you the representatives of C.M.A. Our principal
spokesman will be Mr. Harry Taylor. I am going to ask the member:s of the
C.M.A. delegation to rise when I mention their names so that you will know
who they are. : .

Mr. Taylor is Vice-President, Industrial Relations, of Union Carbide of
Canada Limited, and he has headed up the committee that has studied the
pension plan for C.M.A.

Mr. R. L. Auger, Manager, Employee Benefits Division, Aluminum Com-
pany of Canada Limited.

Mr. R. J. Beach, President, Beach Industries Limited, Smith Falls.

Mr. C. C. Belden, Manager, Employee Relations, Dominion Bridge Company
Limited, Montreal.

Mr. J. G. Connor, Manager, Insurance and Pension Department, The Steel
Company of Canada Limited, Hamilton.

Mr. L. W. Fleck, President, The Alexander Flex Limited, Ottawa.

Mr. I. Freedman, Manager, Industrial Relations Department, The Canadian
Manufacturers’ Association, Toronto.

Mr. Willis George, the Ottawa representative of The Canadian Manufac-
turers’ Asscciation.

Mr. J. K. Marcus, Supervisor, Benefits, Employee Relations, Imperial Oil
Limited, Toronto.

Mr. L. E. Marrs, Manager, Personnel Accounting, Corporate Department,
Canadian General Electric Company Limited, Toronto.

Mr. J. P. Villeneuve, who is the Chairman of the Quebec Division Industrial
Relations Committee, and also Vice-President, Industrial Relations and Per-
sonnel, Johnson and Johnson Limited, Montreal.

Mr. W. D. Walker, Specialist, Policy and Benefits, Shell Canada Limited,
Toronto.

Mr. Jack Whitelaw, Executive Vice-President and General Manager, The
Canadian Manufacturers’ Association, Toronto.

Finally, Mr. L. F. Wills, Vice-President and General Manager, Honeywell
Controls Limited, Leaside.

Now, Mr. Chairman, I would like to ask Mr. Taylor to carry on as our
spokesman.

The CHAIRMAN (Mr. Cameron): Thank you very much, Mr. Style, for
the list of members of the delegation. Mr. Taylor, our custom has been to
suggest that rather than read the brief, as it will be printed in the Minutes
of the Proceedings, that you give a summary and then we ask questions
regarding the brief and the summary.

Mr. H. TAYLOR (Vice-President, Industrial Relations, Union Carbide Canada
Limited): Mr. Chairman and members of the committee, I will follow the pro-
f:edure indicated by the chairman. By way of preliminary remarks, I will
1n'§roduce the various points which the association urges should receive from
!;hlS committee the attention which they deserve, as we think they should be
incorporated in whatever plan finally emerges.
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We are fully aware that there may be constitutional and related problems
involved in the development of a single national plan centrally administered,
but it is our view that many people in Canada would in fact prefer a single
centrally administered plan. It is also our view that many of these people would
welcome further negotiations between the federal Government and the prov-
inces, having as a purpose a single plan centrally administered. Obviously, it is
our hope that in such a plan full recognition would be given to the points which
we are urging upon you.

It is not our intention to support or challenge the actuarial assumptions as
such on which the Canada Pension Plan is based. This has to do with the various
points appearing in our summary at page 13.

I have commented briefly on point 1 and I propose to follow that sequence.
It might be convenient if you would be kind enough to refer to that summary. I
propose to move on now to point 2 as listed in the summary on page 13 of our
submission. I repeat that it is not our intention to support or challenge the ac-
tuarial assumptions as such on which the Canada Pension Plan is based. How-
ever, we do feel there is an extremely large amount built up in the early years
by way of advanced funding. We do not believe this is required to the same
extent as the plan contemplates. We realize of course that if there is a lower
input in the early years there would of necessity have to be a higher input in
the later years, if the actuarial assumptions turn out to be correct. However, it
is the association’s view that this is a risk which should be undertaken by the
Government during the build-up years and adjustments made as circumstances
dictate when the plan is appraised from time to time.

We recognize of course the need for a modest reserve, as our brief indicates.
We think it is essential. Those reserves, perhaps, would be to meet contingencies,
emergencies of one sort or another. However, we are not prepared to state what
this reserve should be in any stated sum. We believe this is properly a matter
for the actuaries to determine.

Moving to point 3, a great deal has been said about the need for educational
assistance. While the association is not pleading the case for educational assis-
tance, it does believe that the proposed Canada Pension Plan provides an op-
portunity, in a small way, to contribute in this direction by exempting bona
fide students from making payments into the pension fund from temporary em-
ployment earnings that they may enjoy between school periods. You may know
that the exemption is related by definition to the one you yourselves have used
in the bill, having to do with a dependent child and it is lifted in fact from that
reference.

In respect to point 4, and introducing it, the proposal is to eleminate the $600
exemption. We advance this mainly for two reasons. First, to provide benefit
for those people whose earnings are below $600, by permitting them to par-
ticipate and have access to a minimum benefit which is proposed in our brief and
which amounts to $150 in so far as that $600 is concerned. That is to say, we
would urge that the $600 be used as a basis, even though a person’s earnings
were something less.

We believe this particular point is extremely important. We think it is
important not only to manufacturers but to others and also important surely
to the Government. We foresee terrific administration difficulties in giving
effect to this sort of exemption, by reason of possible overpayments and perhaps
some refunds.

With regard to point 5, the association is very much concerned about the
provision in Bill C-136 to fasten the main features of the plan to moving indices
or what otherwise might be identified as a form of escalation. It might be argued
that the 2 per cent per year is itself a safeguard against a runaway situation.
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Our concern, however, is deeper than this. It has to do with precommitted in-
creases in accordance with a set of values which themselves are affected by a
further set of increases and which would go on ad infinitum. 3 i

Some members here may recall that I personally happened to be identified
with the War Labour Board during the war years, administering a _law which
then had to do with wage control and the automatic cost of living bonus.
A point was reached where it was impossible to continue it. We had to
abandon it completely. It is for this reason that we feel it \yould be a mistake
for the Government to embark on a precommitted situation and then as a
result we suggest that the review period should be iqtroduced. .

I might take together points 6 and 7, which are mterl.ocked. The associa-
tion believes that the normal retirement age of 65 is a suitable age, but they
are concerned that certain people in fact do wish to withdraw from the' labox}r
force before this, for a number of reasons some of which we have listed in
the brief and which I will not recount here. :

We also are aware that a great many private plans do provide for normal
retirement on a compulsory basis for women age 60, and there would be no
opportunity for them to have access at this point to the benefit contemplated
in the Canada Pension Plan.

It is our view that there should be some access to this fund and it should
not act as a deterrent to early retirement for those people who feel they must
withdraw for health or other reasons.

However, the plan as presently drawn does seem to us to preclude early
withdrawal from the labour force. As you well know, the age in the United
States is 62—although we are not in the United States, of course.

With respect to point 8, this ties in very closely with early retirement,
in the sense that it deals with the amount of money which determines whether
or not a person is in fact in a retirement status and therefore eligible for
retirement. It is our considered view that this is not adequate at its present
level.

We included in our written submission reference to income tax exemption.
It has been stated publicly and in a number of cases. We are assuming that it
will be recognized. However, we thought it important enough to incorporate
it. The suggestion is that the employer’s share should be allowed on a business
expense and that the employee’s share should be a tax exempted amount. We
have carried it one step further and have asked you to keep this in addition to
the current basic exemption of $1,500.

Finally, in introducing the several points, we are suggesting that disability
benefits for employees be exempt from income tax. I do not know that much
need be said about that. It is exempted on an insured basis; it is exempted, I
believe, in some other countries, including the United States.

Mr. Chairman, that might suffice at this point by way of introducing
the various points which the association wishes to place before you. We will be
pleased to answer any questions which we can, and we have here people
on whom we may call should the need arise. Thank you.

Mr. Lroyp: Mr. Taylor, personally I am sure I am expressing what other
members have expressed as to how much we value your making this presenta-
tion to us and the constructive way in which you point out certain matters
which should occupy our consideration.

I am interested in this problem of the floor below which we are not taxed.
I know that you say you wish it eliminated. We had a similar recommendation
this morning from a Mr. Eckler. What I am particularly interested in is the
sec:cion dealing with the application of the contributions beyond age 18. I
believe that you believe the 10 per cent drop-out will not give equitable treat-
ment to persons who continue their schooling beyond 18, and your association

it
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suggests that persons over 18 but less than 25 years of age who are in full time
attendance at a school or university be exempted from coverage. There are
other ways in which we can achieve somewhat the same objective. I am won-
dering if we might have the benefit of your views on alternatives. One, for
example might be to average a contributor’s earnings over the period from the
age say 21 to the date of his retirement or disability and to allow a drop-out
of 10 per cent of that period while retaining the payment of contributions from
age 18; or to increase the drop-out of 10 per cent to 15 per cent or 20 per cent.
Could we be favoured with your comments on those alternatives?

Mr. TayrLor: Yes. Perhaps I might comment and then ask one of our
representatives to share in this particular discussion.

The first point you make with respect to age 21, and having to do with
the drop-out, would meet part of the problem, but not all of it, because we are
trying to achieve a double purpose; one, the first one you indicate, and number
two would be to excuse this young fellow from making whatever payments
he would be called upon to make and so might assist towards his education
in a small way. I am quite sure your thought did extend to the second point,
although the alternative you offered had only to do with the first. Did you
wish to go farther than that on this point? You are familiar with the thing. By
way of illustration we could show you its impact, if it would be helpful.

‘Mr. Lroyp: Yes, I think it would be helpful.
Mr. TaAYLOR: Then I will call on Mr. Marrs to deal with that.

Mr. L. E. Marrs (Manager, Personnel Accounting, Corporate Department,
Canadian General Electric Company Limited): We have done a little research
on this matter, and judging by Ontario school standards a man to complete a
university education with a four years course would be 23. It is suggested that
this would be a rather unusual person, and that probably that average should
be 24, that is, at least five or six years beyond age 18. Therefore, age 21 meets
part of that, as Mr. Taylor has pointed out.

The other point he made was that such a man working—and this was
quite usual—to assist in paying his fees, would have this particular period to
make contributions over the $600 figure. Admittedly, some people do not make
more than that, while others work as long as they can and do considerably
better. It is quite possible for a person working for the full period not to exceed
$600, which would be an additional drain on the father, or the other father—
the contributions made by governments for loan plans for students. Therefore,
your suggestion meets one part and not the other.

Mr. LrLoyp: One other question, Mr. Taylor. In representations made to us,
quite a number of them dealt with the idea of urging government not to adopt
the Canada Pension Plan but instead to improve upon the benefits in the flat
rate field under the O.A.S. act and other related measures; but we find it
extremely difficult to get any guide lines from the advocates of this policy as
to how far we should go with that improvement. However, it was implied that if
you continue the O.A.S. you would have to continue financing probably on the
basis of 4-3-3, whatever the formula is.

Mr. TAYLOR: It is 3-3-4.

Mr. LroyDp: Now, under the proposals here of the wage rate scheme, we
do bring in a great many people at the present time who are exempted from
income tax and make contributions to the pension plan, and this is relating it
to the earning field. What sort of recommendations do you favour, whether
O.A.S. or Canada Pension Plan?

‘Mr. TAYLCR: Actually we are quite satisfied to have a wage-related plan,
_sub]ect to the modifications that we are urging upon you. It is true that there
is perhaps a place for both types. We are not suggesting that you abandon the
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other. My difficulty with some of the advocates of !:he abandonment of the
Canada Pension Plan in favour of the old age secur‘1ty approach is that one
plan is not a funded plan and yet most of the difficulties that we are concerned
with seem to arise out of the large accumulation of funds in the wage related
plan. For that reason we are inclined to say that if you improve the wage
related plan it is an acceptable method, a desirable method,.from our stand-
point, as opposed to going all the way down the other. I think they are two
separate and distinct needs, and are compatible. I think they complement one
another because they do to some extent meet different needs.

Mr. LLoyp: The problem I see is that those who advocatg the extension
of O.A.S. keep forgetting, it seems to me, that you are exposing youx:self to
more political pressures, political expendiency, in regard to flat beneﬁts instead
of making everybody aware in Canada that when it comes to social Welfar‘e
payments they have got to be related to the earnings. You cannot de.fend }ieﬁmt
financing of welfare measures. You might deﬁc1‘§ finance those things in the
national economy which are calculated to contribute to growth at a future
date, but you certainly cannot deficit finance welfare measures. How do you
feel about this?

Mr. TAYLOR: Well, actually I think we are concerned, becaus‘?e it seems to
relate itself to who pays for it, when you sort it all out; and' in the O.A.S.
approach, it seems to me that it itself is a form of tax _and is not as .such
allowable business expense, whereas a wage related plan is. For many situa-
tions it would seem to me to be desirable if one looked at it selﬁshly. We have
been trying to take a broad view of this thing, instead of viewing it selﬁ;hly.
If we did that, I think that if we were sure of our net tax position we might
conceivably have urged that you abandon the other, but that is not what we
are asking you to do.

Mr. LLoyp; Now I see why you are emphasizing tax deduction, and I think
your peoint is well taken. Thank you, Mr. Taylor. :

Mr. CANTELON: Mr. Lloyd has covered the argument on that point, but
I want to refer to that particular phase. I was much interested in your com-
mentis on page 9, paragraph 33. I think I might comment here that as far as
I am concerned, I am a schoolteacher and interested in this earlier retirement
position which you refer to, because it is going to affect people who do retire
generally at earlier than 65. Consequently, I would be happy with regard to
this plan to have you make a full statement.

Mr. TayLor: With your permission, Mr. Chairman and gentlemen, perhaps
I might ask one of my colleagues, Mr. Marcus, to elaborate on that. He perhaps
has some more detail than I have wih respect to it, so with your consent,
perhaps Mr. Marcus might deal with that.

Mr. J. K. MARcUs (Supervisor, Benefits, employee relations, Imperial Oil
Limited): Mr. Chairman and members, as we see it there are two interrelated
recommendations we place before you. I think the second one, as to actuarial
reductions, is quite sound. That is, the second recommendation, Mr. Chairman,
as to actuarial reduction of the Canada Pension Plan benefit and the Old Age
Security benefit, we feel, is sound and presumably carries no additional cost
with it.

The other recommendation, I think, has this connotation to it. The contrib-
utory period under the proposed plan, of course, is all years between age 18 and
age 65. There are examples in our brief, and in one we illustrate an example of
an employee in this case who is age 45 at the introduction date of the Canada
Pension Plan, which we have as of January, 1966, and then who, for any
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number of reasons, withdraws from the work force at age 60, as opposed to
age 65, and we see this result coming out in the pension results. Number one,
his contributory period would be from age 45 to age 65, which is a period
of 20 years, of course, but the proviso to arrive at the Canada Pension Plan
result is a 20-year period rather than the actual 15-year working period this
particular individual had. The result of this is to evoke a penalty on the
employee because, in effect, he is being penalized for the remaining five years,
from age 60 to age 65, during which he was not working.

True enough, there is 10 per cent allowable under the plan. This 10 per
cent allowable in the case we illustrated would give a relief of two years.
But, on the other hand, it may be the 10 per cent allowable should be more
properly used at an earlier stage in his career, when he had either no earnings
or very low earnings.

So, to recap our submission, we feel it might be not only proper but fair
that where an employee actually leaves the work force prior to age 65 he not be
penalized for the years prior to age 65 when, in effect, he was not at work.

Mr. CANTELON: In other words, if you use the period from age 60 to 65
as the period in which he does not work, these are the years of the highest
income, normally, hence he is penalized because he cannot use the low years
when he started?

Mr. Marcus: That is quite true.

Mr. KNOWLES: Mr. Chairman, as a some time critic of the Canadian Manu-
facturers’ Association, I would like to have a few seconds to say it is very
welcome to have a brief that may not agree with our plan, but that accepts
the fact we are going to do something and proposes to make certain suggestions.
I may balance that before I finish.

I am quite interested in your reference to the $600 minimum. As a matter
of fact, you heard me ask for certain information about this before you took
the stand.

Mr. TAYLOR: Yes.

Mr. KNowLES: The plan itself provides for a $600 minimum, below which
there is no contribution, and in such cases there is no credit.

Mr. TAYLOR: No benefit.

Mr. KnowLES: Yes, no benefit. We had the Canadian Federation of Agri-
culture before us a few days ago, and their representatives were concerned about
this. Their suggestion was that there continue to be no contribution for anyone
below $600, but that there would be credit for the first $600, as though that
amount had been earned and paid on; in other words, a basic $150 pension
for everyone.

We had Mr. Eckler, an actuary, before us this morning. He has dealt with
this ‘subject. He proposes that there be a charge on the first dollar—in other
words, everything below $600—but that the principle of weighting the benefit
in favour of those in lower income brackets be carried out by providing a
higher rate of benefit on a lower band of income, something higher than
the 25 per cent that is provided across the board.

You have now given us another suggestion, namely, that there be con-
tributions right from the first dollar and that there be benefits accordingly.
You have not made Mr. Eckler’s proposal for a higher rate of benefit, but
you have proposed that anyone earning anything less than $600 be considered
as contributing on $600 in terms of getting the benefit of $150.

I have lined up these approaches to it to indicate it is a problem. I think
it is fair to say from my discussions with other members of the committee,
privately as well as publicly, we are concerned about this. Obviously, your
interest—and it was Mr. Eckler’s interest this morning—is that the problem
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is an administrative one. You see difficulties in payroll_ deductions, refunds,
and all the rest of it. But would you agree there is validity to the prmc1p'1e of
weighting the benefit in favour of the lower-paid workel"s, as the plan 1.tsg1f
does and as the Federation of Agriculture plan does? And, if you do see validity
in that, could you come up with any suggestion other tl_lan yours? Yours gets
away from the administrative problem. It simplifies thlr}gs for tpe $300. a.r.xd
$400 person, but it does take away from the plan something tha_t is now in _1t,
namely, a weighting in favour of the low-paid person. That weighting carries
all through on a percentage basis: the $1,000 and $2,000 person gets, percent-
agewise, a better benefit than the $4,000 or $5,000 person.

Mr. TavLor: Our proposal establishes there is, in effect, a minimum,
presumably, for all wage-earners—and we are just dealing v&{ith them now.
Whether or not they get $600, they would be entitled to a minimum. The act,
as we have it currently drafted, does not provide a minimum, as we read it.
This would do that. We recognize it buries the point you are raising with
respect to weighting in favour of the low income person in your proposal. Ours
does not do that. On the other hand, you do have a weighting in favour of the
lower income people in the other component of your total program. In other
words, there is no distinction with respect to earnings on the O.A.S. section
of your plan.

It would seem to me that to carry out your proposal you would be ex-
tending that principle into another segment of it, and the question bothers me
a little as to whether it ought to be there, though it was originally drafted there;
whether or not it should be accommodated for an appropriate period of time
in the other segment, rather than say that everybody has a weighted benefit
and everyone has a common salary or amount plus something.

I have some reservations personally, but let me turn this particular point
over to Mr. Wills, who is sitting to my left, and who has been invited, who
studied that in little more detail. Len, could you offer any views you have that
either confirm or deny the point, because the point has not been raised to us
in the form in which you have raised it, Mr. Knowles. We were concerned about
the administrative problems, and we think this is something that warrants
attention, if for no other reason.

Mr. KNowLES: I agree with you about the administrative problem, but we
are also concerned not to lose the weighting factor. We have had before us
people like the life insurance officers and Life Insurance Underwriters, and
others, and they are aware of the weighting the O.A.S. does. They approve of
that, but they have also complained about the C.P.P. in that from their point
of view it gives greater benefits to those further up the scale. People in lines
not dissimilar to yours saw no objection to the amount of waiting we do have
because of the $600 minimum in the C.P.P.

Mr. WiLLs: You have heard alternative arguments which we could ad-
vance on the difficulties embodied in the act. These are administrative diffi-
culties. T don’t propose to discuss those, because I am sure you are aware of
them, but I would like to comment on the point you just raised, sir, if I might.
In the proposal as I understand it they provide a higher rate of benefit on a
lower level of contribution, or of income, and you would have arrived at that
turn-around point on which you probably would have difficulty.

You could possibly arrive at a situation where you were paying as many
or more dollars for less dollars of earnings than you were for some larger
amount, because of the percentage break-point. I think that the association
would more favour a minimum payment regardless of the amount of earnings
from the fund as a matter of social justice or social equity.

—
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Mr. KNowLESs: In other words, you want to get rid of administrative dif-
ficulties and you do not wish to import other difficulties, but you are not opposed
to the principle we already have in the plan, which, as you say, is a matter of
social justice.

Mr. WiLLs: That is correct, sir. It would just introduce another measure
of administrative difficulty with workers moving from one area to another, and
with the rates to be applied.

Mr. KNowLES: Now, I would like to ask a question again of Mr. Taylor on
another field. You have spoken rather strongly of the desirability of having
one plan for administrative purposes, and I address this question to you as
probably the most representative group of employers that we will have before
this committee.

I take it that you feel pretty strongly about that. I think it is fair to say
that we feel that way in the committee as well, but we are faced with the fact
that one province has virtually made the decision to stay out, and do you
think we should change that provision in the act which permits other provinces
to opt out, or to take steps to avoid any more fragmentation of the plan?

Mr. TavLor: I don’t think there is any point in locking the door after the
horse has left the barn, and this is the sort of thing you would have by changing
the section. I don’t think changing the section in the bill would preclude opting
the province concerned would not opt in the first place. Perhaps they have not
opted in. So it may be that that is not the remedy. I think the remedy is to
invite a conference to convene in whatever form it needs to be convened in
order to reopen negotiations. Our group is not convinced that with the right
kind of plan, and when the wishes of a large group of people are known, that
this question cannot be resolved.

We think it might be resolved and we think another effort should be
attempted to resolve it. Therefore, removing opting out is not going to accomplish
much.

Mr. KNOoWLES: You would like to see it accomplished, but in some better
way?

Mr. TaYLOR: Removing opting out is not the way, unless you can require
other provinces on a compulsory basis to opt in.

Mr. KNOowLES: I don’t think there is any such thing as opting in. The
legislation is legislation for Canada, and it is only by virtue of the legislation
that it says that it will not apply in any province having comparable legisla-
tion.

Mr. TAYLOR: I don’t want to get too involved in the constitutional question,
Mr. Knowles, but, if by eliminating opting out we could achieve this, I don’t
know if that would not be a sort of shotgun wedding, but certainly we would
like the result, and we think further efforts should be made to achieve this
result.

You people are more skilled as to how you ought to go about it than we
are, but if you think it should be undertaken we are not satisfied that the “no”
answer that presently exist is satisfactory or ought to be final.

Mr. KNOWLES: I am prepared to leave the question at that.

Mr. MAacALuso: Mr. Taylor, we assume from your representation here that
the association would be strongly against the Province of Ontario setting up
its own comparable benefits as against this present bill.

Mr. TAavyLoR: I don’t think we want to identify ourselves with that particular
statement, because you are selecting a particular province.

Mr. MAcALUSO: Let us say any province.
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r. TAYLOR: We are opposed to any province going it alone. This is
obviclxllsly having the cake and eating it too. We have asked for one plan
centrally administered. i

Hon. Mr. THORVALDSON: When you say “any province”, you include Quebec,
do you?

Mr. TAYLOR: I include all provinces. " ‘

Mr. MAcaLUso: Mr. Taylor, when I stated Ontarif), I’Was thinking just of
the situation existing there, and when I said “any province > T assumed that that
included the province Senator Thorvaldson mentioned.

The CHAIRMAN (Mr. Cameron): I think Mr. Taylor has cleared the matter
up very thoroughly. 5 Sp3

Mr. KnowLgs: I just have one other question; I suppose this is the com-

liment. 1
plemIexli;cfv(; gz}art (I:o;?xf looking at words and that words have different meanings
to different people, but I am a little bothered about your s‘e‘antence In para-
graph 5, and you use the phrase in two or three places, The Association
has long recognized there is a social cost of doing business and its members
are prepared to meet their fair share of this cost.”

Now, I wonder if I can make just this brief statement? It seems to me that
doing business is part of the economy of this country anc_l that our economy
as it exists is operating for the people in it, and I wonder if we could r.mt find
some less offensive, or better, phraseology than that phrase: “the social cost
of doing business”? It sounds like business is a sort of god which is prepared
to do something for people.

Do you get my point? I think you have it upside down.

Mr. Tavror: It may well be that there are better ways of saying it. I am
sure, however, that you are aware that this is an old expression, which has
been used ever since I can remember, and all of us, I think, have an under-
standing of what is meant by it, and what was meant at that time, and it has
been used not only in Canada but in international circles. So the general state-
ment is actually borrowed from what we thought was common usage.

Now, if they appear to be offensive words I would be happy to have
substituted alternative wording having the same purport.

Mr. KnowLES: You would agree that business and the economy exist for
the people in the country?

Mr. TavLor: That is one of the many reasons for it.
Mr. KNnowLES: I know enough to stop when I am winning.
The CHAIRMAN (Mr. Cameron): Mr. Aiken.

Mr. A1REN: Mr. Chairman, I would like to ask Mr. Taylor about the earlier
retirement recommendation that is in the brief that is suggesting that a person
might retire as low as the age of 60 and receive a benefit actuarially reduced.

Now, I wonder if the actuarial figure that the old age security would
actually be reduced to at 60 is available, and at the same time what the pension
rate of $104 at 65 would amount to at age 60. The reason I am asking this is
that a person aged 60 might retire at the age of 60 on a voluntary basis, unless
there was some test for early retirement, and then accept a rather small old
age security provision, and a rather small Canada Pension Plan, and later put
himself on welfare in his latter years. I would like to ask that those two figures
be available and whether, in view of this, you would provide a test of some
sort for earlier retirement.

Mr. T:AYLOR: I do not come here with any specific figures, sir, as to what
the actuarial equivalent would be, because there are a number of factors and

a—
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I believe there is more than one table used for calculating mortality and other
things, but I am quite sure any actuary can get those figures for you and your
staff men could.

Now, whether an acceptable test as to whether or not a person has in fact
withdrawn is possible, I think it is simply a question of his having actually
withdrawn from the labour force and being in a retirement status and declared
to be such.

What we have in mind is this; there are a great many plans that a lot
of people are anxious to have—people who want to retire for reasons of health
and other reasons, but their health is not such that they can qualify for normal
disability credits. These people, we understand, would like to have access to
some pension, and they would be willing to sacrifice in order to get something.

Furthermore, as the plan is worked into private plans there will be a
hiatus between the time some private plans are available at selected ages
when people will qualify, such as the 60:30 combination, which is a very
popular trend. There is then no payment from Government sources, and this
seems to us to be a mistake. That should be actuarially corrected. While there
will be some cost—we are not suggesting there will not be—it will not be
very much of an extra cost because what you are doing is putting a man on
a level benefit governmentwise.

Mr. AIREN: I wonder if we could secure figures of that type through the
committee?

The CBHAIRMAN (Mr. Cameron): We can ask Mr. Osborne to obtain them
for us.

Mr. A1keN: Yes, if he could. The reason I raise this is that the old age
security rates from age 70 to age 65 cuts it in half—in other words, from $75
down to $51, roughly.- It appears to me if you cut it from age 65 back to age
60 it would be an even greater percentage of reduction, and the old age
security at age 60 might actually amount to very little. It may be that this is
the reason why the minimum age in the United States is 62.

The CHAIRMAN (Mr. Cameron): May I suggest that you put exactly on
the record what you want?

+  Mr. A1keN: Yes. I would like to have the amount of old age security ac-
tuarially reduced to be payable at the age of 60 from its present rate of $75
at age 70. Also, what the actuarial reduction of the maximum benefit of $104
at age 65, assuming a full benefit period, would amount to at age 60.

Mr. TAvLOR: I wonder, Mr. Chairman, with your consent, if I might under-
line one point so that there is no misunderstanding of our position. We are
not advocating a retirement age of 60 in the sense that it may appear. We have
declared ourselves in favour of a normal retirement age of 65, which is the
one proposed in your bill. We are saying that there will be a certain segment
of our society who will wish, voluntarily or other wise, to retire at an earlier
age. These people will be denied access. It is that group with which we are
concerned. We would not be in favour of supporting full benefits at age 60.
This is not what we are advocating. -

Mr. AIKEN: You would then suggest a rather strict requirement test?

Mr. TAYLOR: Yes, an appropriate test; I do not know how strict it ought
to be.

Mr. AIKEN: Then, there is one other question I should like to ask about
funding. This is to be found at page 5, in paragraph 17, where you suggest
that the present plan might be put on more of a pay-as-you-go basis than it
is now. We have had evidence before the committee from several groups which
refers to what are known as the windfall provisions, that go to people around
the age of 55 with maximum contributions who will retire at age 65. Now,
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would making the plan a pay-as-you-go plan myolve lowelxi pl:;nilrligzalsr;dthe
earlier years to the point where the windfall nyght actually i .

Mr. TAYLOR: This is a possibility at certain income {evels, but . froz; tgz

e e i e taken e view tht

i have phrased it. Our comm . ! )

gilfl evi%(;fc] ::er);(;uto be Ichiticism, both public and otherwise, 1n ceytm? c_gxélrte:;
stems from the fact that there is a large pool of money tha’g is fo;nﬁ 0 usr
for a secondary purpose, whereas basically our position is tlla t'ereo?r;: u:dz
talking about the pension plan. The pljimary purpose of the co 1\?0 v‘1’on ki
is to provide benefits, and the other is a secondary purpose. ot}; w. ’ 3; i
say is true, and this is one of the consequences of achieving ano ertp trp
which, in the view of our committee, is the greater and more 1mp.or ant.

Mr. AIKEN: Then, you are suggesting this would be an actuarial proplem
that would have to be worked out in such a way as not to increase the wind-
fall benefits—if possible?

Mr. TAYLOR: Well, I would not be too concerned _there lpecause I_ do not
think the so-called windfall benefits arising out of th1§ particular point that
we are talking about are going to be significant. The windfall benefits are for
those people who are currently at age 55 and 'who probably are at tl}e maximum
income level. I think this will be self-leveling over a period of time. I think
your problem is a temporary one.

Mr. KNOWLES: Yes.

Mr. WiLLs: Mr. Knowles is saying: “Yes”.

Mr. KNowLES: It is nice to know that we can agree.

Mr. AikeNn: Will the funding decrease as you get beyond the normal a'd-
justment period into the area where you do not have this large fund avail-
able—that is, between 10 and 20 years?

Mr. TAYLOR: Yes, but in any private plan you accumulate funds to meet
a particular contingency. This is a different situation, as we see it, with respect
to government. It seems to us that we just do not think you need to collect
this much money as quickly as you are collecting it, and we are prepared, as
manufacturers here, to meet higher costs later in order to meet what needs
to be done. But, we do not think you should collect this much now, and intro-
duce a series of problems because you have got too much money—I was going
to say “with which you do not know what to do”, but I am sure you will find
something to do with it.

Mr. AIREN: I am not an economist, sir, but it seems to me that the only
way in which you can accomplish this would be by lowering the premiums
during the earlier years.

Mr. TAYLOR: May I ask one of our men to supplement what I have been
saying on this point? I will ask Mr. Belden to answer you. He is knowledgeable
in funding matters, and he can pick up the matter from where I left it.

Mr. C. C. BELDEN (Manager, Employee Relations, Dominion Bridge Com-
pany Limited, Montreal): I think it is possible to have a large fund. It might re-
sult in some reduction in the contributions in the earlier years. I can see nothing
particularly wrong with this. There is a great difference of opinion, even
amongst expert economists, as to whether or not the withdrawal of this
amount of money from the private sector of the economy and putting it into
the Government sector is going to have an effect on our economy as a whole.
Which side you kelieve does not make much difference, but I think we are
playing safer if we do not withdraw so much money from the private sector
at an early stage, but to build up to this thing. We can add up our costs later
when we get a better view of the matter and see whether some of these assump-
tions we are making now are actually going to happen.
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Mr. A1ReN: I wonder if I might ask if in order to reduce the impact on
the windfall benefits the adjustment period might have to go longer than ten
years—perhaps into a 15 year period, or so—in order to level out the people
who pay earlier and get the greatest benefits?

Mr. BELDEN: Frankly, I cannot become too concerned about the windfall
benefit because, as has been pointed out, it is a temporary proposition. We
had the same thing in private plans in industry when they were introduced.
In most companies when a plan is first introduced the company undertakes
to make certain payments into the fund to take care of services the employees
have the benefits of at the time the plan is introduced, and in fact this is what
we are doing in the Canada Pension Plan, it seems to me.

Mr. LEBOE: When you talk about past services benefits in a private
pension plan, are you suggesting that there are past service benefits arising
out of this plan as it is now envisaged?

Mr. BELDEN: To the extent that you are going to provide people at advanced
ages with the same kind of income that you provide for young people, I believe
that is so.

Mr. LEBOE: And for past service?

Mr. BELDEN: Service to the community is perhaps not the proper term.
It could be age, if you wish.

Mr. LEBoE: I think that is true and that is the point I wanted to make.
It would be picked up to be used in that light and that is why I want to
pin it down a little more. The employer pays the shot in the one case and the
people in the community pay the shot in the second case.

Hon. Mr. THORVALDSON: In regard to the money which is put into a
private pension plan at the beginning, in order to make it solvent for the
future, the fund that the company takes out of surplus and puts into that plan,
do you suggest for a moment that that has a similar relationship to a pension
plan as the so-called windfall that we are talking about in this plan?

Mr. BELDEN: Let me explain this in a different way.

Hon. Mr. THORVALDSON: You are certainly disagreeing with a number of
people.

Hon. Mr. CroLL: Not at all. Disagreeing with you.

Mr. BELDEN: When you get into a plan of a private nature, you have a
number of people 60, 61, 62, 63 years of age at the time of introduction of the
plan. They will not have been in the plan long enough to get an equity in it
which would be adequate for retirement, so special provisions are made for
those people. This is the same principle as is being adopted by the Canada
Pension Plan.

Hon. Mr. THORVALDSON: Would you explain where the money comes from?
Who pays the money that consists of the windfall we are talking about? Let me
put the case to you. This case has been put to us several times. Take a person
aged 55 when this plan commences. He and his employer make certain pay-
ments which amount to about $1,200 and we find that he has a vested interest
in that of approximately $15,000. That is the case of a person who has a salary
of about $5,000. Then take the other case, of a person who has a salary of $2,000
or $3,000. He and his employer have paid into the fund and he became eligible
for about $952. He has a vested interest there of about $9,000. Would you agree
with me that the excess that these two men get—one of course gets more than
the other because he is on a higher salary scale—would you agree that the
so-called windfall they get comes out of money paid by other Canadians into
this plan?

Mr. BELDEN: That is right.

21757—4
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Hon. Mr. THORVALDSON: Do you say that is in a similar category to the
fund that is put into a pension plan by a private company?

Mr. BELDEN: I can see no difference in principle.

Hon. Mr. THORVALDSON: Why do you say “no difference in principle”? Is
it not true that these are public moneys paid by the.taxpayers of Canada, or at
least the contributors in the case of the Canada Pension Plan, whereas the other
moneys are private funds?

Mr. BELDEN: To a certain degree, some of the other moneys are pub1.1c also,
because if we do not use those moneys to pay for the past service with the
employer, the employer will certainly pay them in taxes to the Government.

Hon. Mr. CroLL: Provided you are making money.

Hon. Mr. THORVALDSON: Why do you say that you are going to pay thls_?
You have a company which takes a million dollars out of surplus z'md puts it
into a private pension plan. Why do you say you would pay that in taxes to
the Government if you did not put it into the private plan?

Mr. BELDEN: If you are in a profit position, that portion of what you put
into your pension plan will be paid out. !

Hon. Mr. THorvaLDSON: I thought you paid corporation tax on px:oﬁts that
you earned this year, not necessarily out of past service—is that not right?

Mr. WiLLs: In actual practice it is paid not out of surplus b'ut out of profit
of the future, whenever it is permissible under the tax regulations.

Hon. Mr. THORVALDSON: I admit there are cases I happen to know of where
it is not done out of surplus.

Mr. Lroyp: I believe the witness said there were some instances where
past service benefits were funded to appropriate services in the future, or was
it Mr. Thorvaldson who made that statement?

Mr. WiLLs: I think it was the senator who made that statement. Even if
such cases did arise where past service benefits were contributed from surplus,
the surplus itself is taxable on distribution, is it not?

Mr. AIKEN: The objection raised before the committee by one or two
witnesses or groups of witnesses is that in the case of the windfall benefit, it
is the younger workers and in some cases the lower paid workers who will pay
for those windfall benefits to the better paid who have a shorter period of
time. This is the objection which has been put before us. My real purpose in
starting this line of questioning was to determine whether the pay as you go
basis, which would result in lowering the payments for the earlier contributors,
would not actually increase the windfall benefits to those also?

Mr. TAvLOR: It is a question of degree. You must remember that much
has been said here and elsewhere about this windfall and of course the same
principle applies on the O.A.S. side.

Hon. Mr. THORVALDSON: Do you agree that other workers have to pay that
windfall?

Mr. TAvLor: It has to come from the sources from which the funds
themselves come—the employers and employees, I presume in this case.

Hon. Mr. THORVALDSON: You agree with that?

Mr. TavLor: I cannot help it. It is in the act.

Hon. Mr. THORVALDSON: We are having trouble in getting agreement on
that. On page 13 of your brief in your summary paragraphs 45(1), I was
interested that your first item mentioned that all provinces are not incl,uded in
the plan. I might suggest there is some significance in that being your number
one recommendation. We all know that in the Manufacturers Association a

|
1
|
a




CANADA PENSION PLAN 1377

tremendous number of companies do business right across Canada. Consequent-
ly, I take it that you would much prefer, if we are to have a C.P.P., that we
have one nice little plan with no opting out? I guess we are on common ground
there.

Mr. TavyLoR: Yes, 100 per cent.

Hon. Mr. THORVALDSON: In your first point you say that further considera-
tion and negotiations might be undertaken to achieve a single plan. I am sure
most members of this committee agree that it would be preferable to have a
C.P.P. which includes everybody. Would you like to make suggestions as to what
consideration or negotiations there might be, now you have indicated your
view?

Mr. TavLor: I think that I would have to limit myself to the objective,
rather than the negotiations in the sense that they are sometimes used. We have
stated as a purpose of these negotiations that there be developed a single plan
to be centrally administered in which all provinces are included. Now, the form
they are to take I think you people would have to devise, hoping that if one is
developed it would incorporate those things we are currently urging upon you.
I do not know if it would mean another meeting of prime ministers. It is
something that I think you would have to work out yourselves. We are not
suggesting how you go about it, but we are suggesting that we hope it can be
achieved or accomplished, and we will have to leave the methods to you people.
I think there are questions of constitutional law, and who has the right to be
where. I do not think we want to become involved in that.

Hon. Mr. THORVALDSON: I think your answer is right in line with the view
of the witness we had this morning and with whom the same problem was
discussed. He had the same reservations in regard to it as yourselves.

Arising from that, we had Mr. Moffat of the Eddy Company before us a
couple of days ago, and you know his problem; he is on both sides of the Ottawa
River and has technical troubles by virtue of the present situation.

Let me ask you this question: Is it a fact that your problem would be
greatly minimized if there had been one satisfactory plan, rather than one
where a province is opting out?

Mr. TavyLoR: The answer with regard to the technical problems is yes. I
qualify it by saying provided it is a suitable plan. I am not going all out and
say any plan.

Hon. Mr. THORVALDSON: I agree with you on that. I think I included the
word satisfactory plan.

Mr. TavLor: Then I accept that.
The CHAIRMAN (Mr. Cameron): Mr. C6té has a supplementary question.

Mr. CotE: I want to ask a question with regard to one plan. You are
aware, naturally, that Quebec had their own views on the pension plan and
it was quite different from the federal one. They had in mind to have their
own plan, even if the national plan would be the same. But don’t you think
they made some very good negotiations and that the government did a very
good job in trying to get Quebec and the federal plan on the same basis so
that it would be just like a universal plan—the same in Quebec as in the other
provinces, and that we really explained some very good things through the
negotiations to come to the final decision?

Mr. TavLOR: If one answers your question and accepts the statement you
made—“Don’t you think the government has done a very good job in getting
where they are?” My answer is no. If they had done the type of job we wanted
to be done, they all would be in. So I can’t say they have done a good job
if they have not achieved the desired result advocated; and we are asking to
have the machinery put in motion again.

21757—4}
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Mr. CoTé: You are aware that Quebec has a right to have their own plan,
as has every other province?

Mr. TayLoRr: I am quite aware, but we feel that we should have another
run at it.

The CHAIRMAN (Mr. Cameron): Mr. Macaluso?

Mr. MacaLuso: Mr. Taylor, my question refers to page 8 where the asso-
ciation deals with all contributors earning less than $600 a year as belonging

to one category which should be entitled to 25 per cent of $Q00, that is, $150
per year by way of benefits on the present maximum pensionable earnings

of $5,000.
$Has the association come up with any figures as to the number of people

this might cover, and what is the total of the additional cost this might entail
in giving a flat benefit in this one category?

Mr. TavLor: No, we do not have any figures at all. We have no means of
collecting such statistics.

Mr. MacaLuso: Apparently, Mr. Osborne is not here.

Mr. KnowLes: I asked for figures. They are probably working on them.

Mr. MacaLuso: Thank you very much.

The CHAIRMAN (Mr. Cameron): Mr. Basford?

Mr. BASForD: Mr. Chairman, I just want to add a few comments. Someone
described the kind of people you represent, Mr. Taylor, as ogres of Canadian
big business. I think the constructive attitude of this brief certainly dispels
that view.

Mr. Tavror: Thank you.

Mr. Basrorp: Your brief seems to indicate that this problem is a social
obligation of business and government.

Most of my questions have already been answered, because I was interested
in paragraphs 9 and 10 with which I agree thoroughly.

I am wondering if the C.M.A. has made any representations to the ten
provincial governments along this line?

Mr. TavLor: I am instructed that in a general way this has been done with
all governments.

Mr. Basrorp: I notice your proposal that negotiations be reopened, and
that we have another round of talks. You said a moment ago that you did
not want to suggest ways in which this should be done by the government.
I am inclined to think that another round of talks would not be very fruitful
at the moment, and I would like to suggest that the C.M.A. through its ten
provincial divisions or branches again make immediate representation to the
ten provincial governments that you would want to see them to discuss a
satisfactory national plan.

Mr. TavyLor: We would be quite prepared to take that under advisement
and to give it full consideration.

Mr. BasrForD: I certainly wish you would.

Mr. MacaLuso: We could use your help.

Mr. TAvyLor: We will take it under advisement. .
The CHAIRMAN (Mr. Cameron): Senator Croll?

Hon. Mr. CroLL: All my questions have been answered. That is not going
to stop me from asking a question. First, I want to join in something that
was said by my friend, Ron Basford, and others, that this is a reasonable and
constructive brief which certainly has impressed the committee. On the other
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hand, it is what we expected from you. Although I had not any questions to
ask a minute ago, I have since prepared a few, just because you brought the
boys along with you, and they seem so well prepared.

I want to be able to go back and say “This is what I told the committee”.

First of all, there was something said in the brief in connection with the
age of retirement at 65. It was mentioned at various times. What is sancrosanct
about 65, and not 64 and 66? Why 65? Where did it come from?

Mr. TAYLOR: I cannot answer where it came from. I have been around
pretty nearly that long myself. It seems to me that it has always been more
or less bounced around. I suspect it may have originated from those people
who were then writing private plans. I have not any real reason for it.

Hon. Mr. CroLL: Mr. O’Dell, who is the research director for the American
U.A.W. came to our Senate Committee on Aging. We asked him that question
and he said that is exactly where it came from, and it got thrown into the
original pension plan, and someone said, “We will fix it at 65,” and we have
ben stuck with it ever since.

There is some suggestion here, and as a matter of fact you used the term
“social cost,” which gives me an awareness, of course, that you have exercised
a social conscience. Now, you realize this is a double-decker plan. You have
stuck to your last, and this brief deals with the pension plan as it is, and is
very clear on that. Was there not some discussion amongst your group about
the other element that is not covered, for instance, under the O.A.S., that
is, 70 years and over, who are not caught up by the first portion of the plan?
Did you give it any thought, was there any discussion?

Mr. TAYLOR: Certainly. We discussed every possible phase of the whole
pension idea; but we must remind you that we are here as manufacturers
representing manufacturers who themselves employ people in the main, most
of whom are less than 70 years of age, and we feel that perhaps it is someone
else’s responsibility to speak for that group of people who are not identified
with manufacturers. We felt it did not belong in our submission, and we have
not taken a position on it. We are sympathetic to their problem, however,
but we felt that by and large they are not, in general, employed people. There
are some, but they are not in most companies.

Hon. Mr. CroLL: What collateral problems did you consider in connection
with the plan on which you do not express yourself here, and in which you
think you are involved?

Mr. TavyLor: Well, I do not know that I can outline what you call “col-
lateral problems”. I would be more disposed to ask you to name any particular
problems you want to know whether we talked about.

Mr. KNowLES: He opened the door for you.
Mr. MacaLuso: Close it quick.
Mr. TayLor: I am closing it quick.

Hon. Mr. CroLL: You did close it a few moments ago when you said, “We
are manufacturers and we are dealing with the problem that is before us, and
this problem belongs to someone else, although we are sympathetic to it”?

Mr. TAYLOR: That is right.

Hon. Mr. CroLL: I thought if you had few expert views on that aspect of
it you might deal with it, but since you did not offer anything, that is all right.

Mr. TavyLor: Thank you.
The CHAIRMAN (Mr. Cameron): Mr. Gray?
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Mr. Gray: I think the questions I would have asked have been quite com-
pletely covered, and I just wish to associate myself with those who compli-
mented the witnesses for the nature of their brief. I think I will pass the ques-
tioning on to the next questioner. f :

I might add: Even though I cannot say I have always agreed entirely with
the association in the past, and I do not suppose I will in the future, I am
pleased to note the way they have come before us attempting to deal construc-
tively with the specific bill we are dealing with. I was very interested to note
that these hard-headed, practical men of business support and accept the con-
tributory principle of this bill, and that they have accepted an argument we
have made in questioning other witnesses with respect to bonuses and wind-
falls. It is the same thing we are doing in this bill and is a very common
feature in the private plans you people buy or put into effect for your
employees.

The CHAIRMAN (Mr. Cameron): That concludes the list of people who indi-
cated they wanted to ask questions.

Mr. AIRKEN: Mr. Chairman, there has not been very much questioning on
the matter of escalation which is in your brief, and I think it is clearly enough
presented that you feel there should not be an automatic feature, but there
should be a review period every five years. There is one single question I wish
to ask. Would you suggest the review be by legislation or by administrative
order?

Mr. Tavror: I would be satisfied to have the review by administrative
order at reasonable periods, and I would hope the review would be undertaken
by qualified people—and by that I mean actuaries, in the main.

Our position on the escalation, I think, is obvious. I do not think anybody
at this point really knows whether 2 per cent is too much or not enough. I
think we should not pre-commit. I think we can decide that for ourselves, pro-
vided we do not decide it every 12 months. I think we have to have a period
in which this thing will jell because, as I understand the bill, there is a move-
ment in one direction only, and I do not think it is sound. I would be satisfied
with an administrative directive as opposed to legislation. I could live with
either.

Mr. AIEN: Would this assume a formula of some type in the bill by
which an administrative order would be governed; and, if so, would not this
bring about roughly the same result?

Mr. TayLor: Well, you recall in our statement we said we hoped this would
be done ex political expediency. We hope it could be divorced from planning
for certain things that have a political overtone, and that it could be done in an
objective and detached way. I do not think we could here spell out exactly all
the details of how this should be achieved. Every private plan is reviewed
from time to time. The principle of review is all we are discussing with you.

Mr. AIREN: You would suggest, in any case, fixed reviews?

Mr. TAYLOR: Yes. We would be satisfied provided they were at reasonable
intervals—certainly not less than five years.

Mr. AIKEN: Perhaps I should not be giving evidence, but it rather occurred
to me as a result that legislation at a fixed period might be preferable because
then the formula would have to be devised by the legislators.

Mr. 'IjAYLOR: May I qualify what I said earlier. We are presenting an idea,
an objective. If it can be handled more effectively legislatively I think you
people are in a better position to decide than we are. I think if it could be

handled otherwise, administratively, we would be concerned with the objective
and that it be achieved.
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I have been exposed to Orders in Council and many other things, some
of which have worked just as well as other forms of directive over my lifetime.
I do not know one has had many more general acceptance than some other
method. I think this is something you people are better equipped to decide.

Mr. BAsrForp: I was going to ask somewhat the same questions as Mr. Aiken.
We seem to be on the same wavelength in so far as his opinion of Mr. Diefen-
baker is concerned anyway!

Mr. CANTELON: Don’t ask him about Mr. Pearson.

Mr. BAsrorD: We had Mr. Anderson before us the other day, the chairman
of North American Life. His was a very helpful presentation, and in discussing
indexing, which you recommend against, he suggested that if indexing was
tied, rather than to the cost of living, to the wage index, this would tie it to
the level of increase in productivity and avoid the alleged bad effects of tying
it to the cost of living index. I was wondering if I could have your comment
on it?

Mr. TAaYLOR: Yes, we are suggesting it should not be tied to anything as
such. We feel an examination during an appropriate review period should
take into account a lot of things, including the things you are mentioning—
wage levels, the cost of living and all the other factors that have an influence
on general conditions within the country, the economic climate as it then
exists, and so forth. We are suggesting that to narrow it down to a specific
thing—whether wages, cost of living, the consumer price index, the G.N.P. or
any other factor—is itself too limiting. In any event, we are telling you we
stand for a program that does not include pre-commitments of any sort of this
type that changes the value. I do not care what it is—wages or anything else—
we do not like any pre-commitment. Therefore, we do not like any indexing
for this particular purpose.

Mr. BasForp: His feeling seemed to be that by tying it to productivity any
increase would result from an economy which was able to support such
increase.

Mr. TAYLOR: I am not prepared to accept any index of productivity, and
I am sure my colleagues would not. All we have to do is raise prices and we
have a different level of productivity, and I do not think it is a suitable basis
on which to base it.

Hon. Mr. THORVALDSON: Productivity depends on population level, and
a lot of other things.

Mr. TavLor: It depends on a lot of things. It is a poor basis, and we are not
willing to support it.

Mr. KNowLES: I hope it does not lead to some nasty remark to say my
question was also about the feeling on escalation. If there is unanimity on
this side of the table in this question, at least we are in disagreement with
the witness.

There is another question or two I would like to ask. You made your posi-
‘tion clear that you are opposed to automatic indexing on the basis of the
consumer price index. I had hoped there might be room to consider the wage
index and productivity, but you are opposed to automatic indexing of any kind,
though you are not opposed to review of the level of pensions even after those
pensions have been paid in.

Mr. TAYLOR: I am not sure I understand the question as you phrased it.
Would you re-phrase it?

Mr. KnowLES: Well, I will try again. There are two times when one can
review the level of pensions. You can review the level of pensions people now
working will get when they retire; or you can review the level of pensions
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people already in retirement are getting. Are you willing that in both cases
there be set reviews from time to time? ;

Mr. TAYLOR: We are suggesting the Canada Pension Plan be reviewed.
That means all the benefits derived from it. 45

Mr. KnowLes: Including the benefits people are already receiving?

Mr. TaYLOR: Whatever is in it, yes.

Mr. KNowLES: Your basic statement on this is on page 8, paragrapp 29,
where you say the association recognizes pension ben(_aﬁts cannot remain at
the same level forever. You go on to state your objectlons_to pre—comm1jcted
increases based on an index. Do I gather you would be willlng for both kmfis
of pension benefits that are referred to in Bill C-136 to be reviewed? That pﬂl
outlines the Canada Pension Plan per se, but it also refers to old age security.

Mr. Tavror: I think, to be realistic, all pensions have to be reviewed.
Whether we ask them to do it or not, they are going to do it, and they ought-
to do it from time to time.

I think what is adequate today might not be adequate in the year 2000.
For us to stand here and say “No, they will not be reviewed” is not being
realistic.

The answer to the question is yes, they should be reviewed, but, when
the time comes there should be the opportunity to say whether they will be
amended or not.

Mr. KNOWLES: If they don’t review them some of us will ask them to do it.

Mr. TayLoR: I am sure you would.

Mr. KNOWLES: Mr. Taylor, one other question in this field. The bill before
us has two kinds of indexing and, if I am not misinterpreting what you said
in your brief and in your testimony so far, you are only referring to one of
those kinds of escalations.

Mr. TAYLOR: No.

Mr. KNOWLES: Oh? You refer also, do you, to the escalation involved in
computing the kind of pension a person will have at the time of his retirement?

Mr. TAYLOR: Yes, I think this should be reviewed and the circumstances
involved at the time in regard to it; all the circumstances surrounding it at the
time should be reviewed.

Mr. KNnowLES: Is it not a fact that many pension plans have automatic
adjustments in them in that they are based on the average salary across a
man’s working career, or sometimes the last five or 10 years, or the best of a
certain number of years? Is that not in itself an automatic scaling up or down
of the pension benefit, and is it not what the C.P.P. proposes? I am not talking
now about the 2 per cent increase after retirement, but the proposal that the
computation be adjusted. Is that not something which takes the place of this
other kind of automatic adjustment?

Mr. TAYLOR: We are quite aware, Mr. Knowles, that there are two types
primarily: one that is related to final earnings over something like the last
five or 10 years, and another which is described as career benefit earnings.
I think if we are going to have a high level inflation for a protracted period,
the career type does not as a general rule provide enough, and, therefore, some
supplement or adjustment is made. So now the pension is not necessarily in
the form of an escalation, because you do, presumably, have a situation where
through collective bargaining and other matters you do negotiate what the
wage chances will be and, presumably, might take into account all the con-
sequences of wage changes.

Here we are talking about private plans versus government plans and it
seems to me the manufacturers would not have any degree of control, whereas
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with private plans there is some degree whether or not they elect to exercise
it and take the risks that could accompany the private plan on these things.

Mr. KNowLES: Thank you, Mr. Taylor. May I ask one other question in
another field, and it has to do with the size of the fund. Despite our known
disagreement, I am in agreement with your position that the collections for
pension purposes should not include an element which is collected for another
purpose, namely, for developmental purposes.

However, would you not agree that it is reasonable to establish at the
initial period of the plan a rate of contribution that could remain level on a
projected basis for a reasonable period of time?

Mr. TAvYLOR: I don’t think that that is necessarily as important as the
consequences. Let me put it this way: If such a rate could be determined that
would achieve what we are asking to have achieved, the answer to your ques-
tion would obviously be yes. If it cannot, then I would have to say no.

Now, we are suggesting the rate that is presently proposed would not do
what we would like to see done. In other words, there is too rapid a build-up.
Now, it may well be that our purpose could be achieved and we could still
have the flat rate. That is, it would not necessarily have to be altered during
this 10-year build-up period, for example, although we are suggesting a five-
year review.

I don’t think the common rate is the key to the thing, surely. What is really
of concern to us is the fact that here we have a large pool of money that is set
aside, and we are suggesting, because you have authority to tax that you just
don’t need that kind of money so fast.

Mr. KNOWLES: Some of us have said that the present rate makes the plan
neither pay-as-you-go nor completely funded, but that it is in between these
two, and I gather you would rather get it a little closer to pay-as-you-go than
it is.

Mr. TavLor: Definitely. As we say in our statement it is a loose term. I
don’t know just quite what the term means; it means something different to
different people and we are saying that it is too high a level of advance funding
with the present set-up, and it should not be as high. How high it should be we
have to leave to the actuaries.

Mr. KNowLES: Thank you.

The CHAIRMAN (Mr. Cameron): Mr. Munro.

Mr. MuNRO: Mr. Chairman, I was just interested, Mr. Taylor, in page 1 of
your brief where you have indicated that “It may be interesting to note that
more than three-quarters of the Association’s member firms employ less than 100
persons.”

I was wondering if you had any approximate information of those three-
quarters of the association’s member firms which do employ less than 100 people,
what the private pension plans were like or the number involved or the number
of these particular firms that have private pension plans.

Mr. TavLOR: We have not got that information.
Mr. Munro: There is nothing?

Mr. TAYLOR: We have not got it at all. I am instructed that we have not
tabulated that in any form which would be usable in the sense you have phrased
your question.

Mr. MuNro: Mr. Taylor, do you have any figures as far as the number of
firms which would be members of your association, say, which hire less than 15
employees?

Mr. TAYLOR: How many?

Mr. MunNRo: Less than 15.
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Mr. TAYLOR: Fifteen?

Mr. Munro: Yes, can you give an approximate number? : :

Mr. TavLOR: Mr. Whitelaw, who is the executive vice president, is perhaps
more knowledgeable on this and I would defer to him.

Mr. J. C. WHITELAW (Executive Vice-President and Genferal Manager, The
Canadian Manufacturers’ Association): Mr. Chairman, approximately 75 per cent
of the membership involves plants with less than 100 employees, and I would
say that roughly something like more than 50 per cent of that 75 per cent would
employ less than 50. Now, we have not broken that down below the 50 leyel, but
I would hope that might help to assist you with the answer you are seeking.

Mr. TavLoRr: Perhaps I could comment by way of a supp_lementary remark.
What we are attempting to put before you is that the Canadian Manufacturers’
Association is not, as some people think, made up of just a small group of large
complex organizations. It is not. Its main bloodstream runs through small organ-
izations and these larger ones are very much in the minority.

Mr. Mungro: I see. That is why I was particularly interested in your ex-
perience in smaller firms whether you found that the smaller the .ﬁrm became
as to the number of employees, say under 15, whether it was a rarity that such
firms had any private pension plans at all.

Mr. TayLoR: I am afraid I cannot answer that; I am sorry.

Mr. KNowLES: Mr. Chairman, as a supplementary question, do the wit-
nesses know the number of employees represented by the membership of 6,000?,

Mr. WHITELAW: I would say in answer to that question that it would be just
roughly under one million. This is a figure that we utilized back in 1962 in con-
nection with our appearance before a committee in Toronto involving Senator
McCutcheon. That was the figure we used at that time, give or take a few
thousand.

Mr. KnowLEs: We have just about the same number in our labour con-
gress.

Mr. TayLor: As a matter of fact I think we have been pleading some
of their case today.

Hon. Mr. THORVALDSON: This information may have been given before,
but out of that million do you know how many employes are covered in
private pension plans? Or is that figure available anywhere?

Mr. WHITELAW: I am afraid I cannot answer that specifically, senator. We
have not attempted to assemble that type of information.

Mr. WiLLs: This is just hearsay, but I saw a figure relating to that.

Hon. Mr. THORVALDSON: I think it would be very interesting to know. It
may not be possible to get the information. We do have certain information
through the D.B.S., but I quite recognize why you would not have that informa-
tion.

Mr. WiLLs: Just as an aside, when Mr. Whitelaw says there are nearly
a million employees he is, of course, including those of us who are here.

Mr. KNowLES: Yes, and I was including Claude Jodoin and the others in
that other figure.

The CHAIRMAN (Mr. Cameron): Are there any more questions, Mr. Munro?
Mr. Munro: No.
The CHAIRMAN (Mr. Cameron): Mr. Lloyd.

Mr. Lroyp: I have a supplement to Mr. Knowles’ question. It has to do
with the matter of indexing—in effect, increasing benefits by some criterion.
I agree with your association, Mr. Taylor, that if there was one universal
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plan, simply administered and agreeable in form to all the provincial govern-
ments, perhaps indexing would not be necessary. The only thing that bothers
me is that when we do have, in fact, one province out, and we look at the
provisions of this bill and see there is room for benefits at provincial levels, it
seems to me that one of the values of indexing, or one of the values of the
escalation is some prescribed formula that is as conservatively low as this,
is that it is possible there may be agreement and an avoidance of a breakaway
into a variety of benefits. Do you think there is some merit in this?

Mr. Tavior: I do not want to seem facetious, but I do not think we
should correct one mistake by making another.

Mr. Lroyp: But this kind of indexing might have the effect of keeping
benefits level throughout the country. It might have that effect. Where there
is portability to be considered I think you might be able to maintain a greater
degree of universal benefits with indexing as a guide line. I do not know
whether this was agreed to among the premiers when they met with the
Government.

Mr. TayLor: It is hard for us to support a situation which is at variance
with our main theme, which is, mainly, that there still should be a single plan.
I am not sure that we should support something that does not follow our
main position.

The CHAIRMAN (Mr. Cameron): Does that conclude the questioning?

Mr Macaruso: I should like to move a vote of thanks to this delegation
who have submitted a very fine brief. This is one of the better submissions
that we have received, and I think it has given us much food for thought.

Mr. StyLE: Thank you very much, Mr. Chairman. May I thank you, on
behalf of the C.M.A., for the very kind reception you have given us. Our people
under Mr. Taylor have worked very hard on this, and I am sure they are very
pleased at the complimentary remarks that have been made at this meeting.

There is one point I would like to clarify. I came out when Mr. Taylor
was asked as to whether the C.M.A. had put forward its views on one national
plan to the provincial governments. This has been discussed with all of our
provincial organizations, but we have not directly put forward our views to
the provincial governments in a formal way. We might very well consider send-
ing them a copy of this brief with an accompanying letter.

May I ask now Mr. Villeneuve to say a few words in conclusion?

The CHAIRMAN (Mr. Cameron): Yes.

(Translation)

Mr. J. VILLENEUVE (Chairman of the Quebec Division—Industrial Relations
Committee): Elementary politeness requires us to thank those who have been
kind enough to hear us. In our case we want our thanks to be more than a
simple act of politeness, we want them to be also an act of courtesy. We have
greatly appreciated your compliments on our brief.

The Canadian Manufacturers Association wanted to express its opinions,
to comment on and make recommendations to your committeee because it is
deeply concerned not only about the interests of its members but also about
those of all Canadians.

The discussion between the two committees, yours and ours, will, we hope,
have served to throw more light on certain fundamental aspects of the Canada
Pension Plan whether these aspects be administrative, social, economic or
actuarial.

We want to thank you all most sincerely for the time you have given us
and the attention you have paid to our suggestions and comments. In return,
I am convinced you can always rely on the entire cooperation of the Canadian
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Manufacturers Association to help the Government achieve its objectives .in
the field of social security or, for those who prefer it, in the field of social
costs. Thank you very much. .

Mr. LAVERDIERE: Mr. Chairman, I would like to thank the representative
for having said a few words in French which will again allow members of tpe
committee and those in attendance to realize the facilities we have at our dis-
posal to express ourselves in French or English. Thank you.

(Text)

The CHAIRMAN (Mr. Cameron): This concludes this megtmg_ of the com-
mittee. The Steering Committee will meet as soon as possible in room 307,
which is just across the hall.

EVENING SITTING
WEDNESDAY, January 20, 1965.

The CHAIRMAN (Hon. Mrs. Fergusson): Gentlemen, we have a quorum.
Before we take any evidence, I would ask for a motion, which apparently is
customary in many such committees, that all letters or representations addressed
to this committee be appended to this day’s proceedings, together with any
other similar letters which may have been received during the existence of this
committee, so that they may form part of the record.

Mr. MonTEITH: I wonder if it is usual to do this in one day’s sitting or
leave them until the end?

Mr. Munro: I believe there was a motion a few days ago that we place
them on the record.

Mr. LEBOE: That referred to presentations only.

Mr. MonTEITH: If this deals with later items, I wonder hov&'r one coul_d
get them on today’s proceedings. This is a very competent committee, but it
could not do that.

The CHAIRMAN (Hon. Mrs. Fergusson): We can amend the motion to say
that those we have received be put into today’s proceedings and those received
later be appended on a subsequent day.

Mr. KNowLES: How many such presentations have we received?

Mr. MoNTEITH: My first reaction is that they probably should go in towards

the end. I do not mean we should wait until our final report, but towards the
end of our committee sittings.

Mr. LeBoE: That would be a better idea, as then they would be together
The CLERK OF THE COMMITTEE: There are nine now.

Mr. KnowLEs: With respect to Mr. Monteith, I suggest those be put in
now and the remainder be put in one some subsequent date.

Mr. MoNTEITH: I have no objection: My only thought is that they will be
in two places instead of one.

Mr. CameroN: I think they should go in at the end. I have read them.
They are fringe letters or something of that kind.

The CHAIRMAN (Hon. Mrs. Fergusson): Our witness tonight is from
Alexander & Alexander Services Limited, a widely known firm of consulting
actuaries. As you will note from the brief, they have as clients large Canadian
industrial concerns and authorities which represent different levels of govern-
ment, as well as school boards and some other similar groups. Tonight the
brief will be presented by the Vice President, Mr. Norman Kirkland of Toronto.

SRS e
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He is a fellow of the Institute of Actuaries and also a member of the Social
Security Committee of the Canadian Association of Actuaries.

Mr. Kirkland, we do not ask you to read your brief. As you may have
noticed from earlier reports, we ask only for a summary of the special points
you think are important in your brief. After that, we would be glad if you
would submit yourself to questions from the members of the committee.

Gentlemen, Mr. Kirkland has with him another member of his firm, whom
I ask him to introduce.

Mr. Norman G. KiRKLAND (Vice-President, Alexander & Alexander Services
Limited): Thank you, Madam Chairman. The gentleman on my right is Mr.
Dudley Funnell who is a fellow of the Faculty of Actuaries of Scotland and a
fellow of the Institute of Actuaries, and senior actuary in our Montreal office. Mr.
Funnell has assisted in many ways with the preparation of this brief and may
be able to assist me in answering questions, if I find that the matter becomes
too involved for me to handle it myself.

Madam Chairman, I commence with a brief summary of our submission.
We have concentrated our attention on 11 different difficulties which could
result from the adoption of this Canada Pension Plan in the form contained in
Bill C-136. These difficulties have been set out in our brief and, to refresh your
memory, I shall read them.

The first difficulty, which is probably the most severe of the difficulties, is
the inherent instabilities associated with the funding system.

The second difficulty is a rising ultimate pay-as-you-go cost, coupled with
the continuing cost of the old age security pensions.

The third difficulty is that, in our opinion, there is too great an advantage
to participants in the higher income brackets by reason of the redistribution of
income effected in their favour.

The next ensuing difficulties are as follows:

4. Difficulty of preventing a certain number of individuals who have
contributed to private retirement plans receiving a total retirement
income higher than their terminal salary.

5. Certain difficulties in connection with integration with private plans.

6. Contributions by self-employed a problem when the pay-as-you-
go rates increase in the future.

7. Further integration difficulties when contributions are on a pay-as-
you-go basis.

8. Overall government benefits payable in Canada effectively in excess
of those payable in the United States in 10 years’ time.

9. Plan out of line with certain features that have been tested and
proved by other countries.

10. Features of plan that were the subject of unfavourable comment
in the Report of the Royal Commission on Banking and Finance
published in 1964.

11. Difficulties in the area of union-management negotiations likely to
be caused by plan.

The recommendations which we put forward to eliminate or reduce those
11 difficulties are summarized on page 32 of our brief. They are two in number.
The first recommendation we make is that the transition period, which is pro-
posed now as ten years, be extended to at least 20 years. Our second recom-
mendation, which is possible only, in our opinion, if the first remedy is adopted,
is that provision be made for contracting out by individual employers where
this does not conflict with the policy of the province concerned.
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Madam Chairman, these are the difficulties we envisage, these are the
recommendations we would make. I would be m_ost happy to endeavour to
answer any questions members of the joint committee may care to ask.

Mr. Munro: Some of the principal points seem to be the ad\_roca}cy here of
a longer transition period. One of the points made by many orga;uzatmns before
this committee was that the Canada Pension Plan does not -assast many of the
people in the older age groups. It would appear to me that, if we extendfed the
transition period, made it twice as long as it is now, we would be guilty of
denying another bracket of Canadians the full benefit of the C.P.P,, name}y,
those between 55 and 65 in 1966. I wonder if you have any comments with
respect to denying this sizeable portion of Canadians the full benefits?

Mr. KIRKLAND: Madam Chairman, Mr. Munro’s observation is a very good
one and one which we had considered ourselves. Indeed we woulq go fqrther,
in a sense, and mention that the need for assistance from the state is considered
by some to be even greater as a person’s age increases and may be most desper-
ate for those people who are perhaps age 75, 80 or 85; but we have recogmz.ed
the fact that the C.P.P. as such is not designed to provide people over 65 with
any benefit that is, those who are at present time over 65.

Accepting that fact, we then had to consider those who were under 65.
It is extremely difficult to draw any definite conclusions as to the need.t}}at
exists, according to age, of the persons in Canada. Unfortunately, no statistics
are available showing the extent to which private plans are available to make
provisions for different age groups.

It seems very likely that those over 35 percent the greatest proportion
of those in pension plans, but we have no way of proving this. I am informed
that it has been established that the income of those who have retired recently
represents a more reasonable relationship to the average net consumer income
in Canada than applies in the case of those who retired say 20 years ago. So
it may well follow from that that those now between 55 and 65 on the average
will be in less desperate straits than those who retired a few years ago.

I think it is important, though, for me to point out Madam Chairman, that
we are not advocating an elimination of pensions for those who will retire
in that case in 10 years. For example, in the case of somebody who retires
in 10 years, one half of the pension, or in the case of somebody who retires
in 20 years; and we have indicated in our brief that that amount, that one
half pension, which will be 12} per cent of earnings, together with the old
age security pension, builds up to a pension that is very reasonable in com-
parison with, for example, the United States.

How are we to judge the level required? One way is to compare the rates
provided by other countries, and certainly our suggestion is to provide the
pension that is reasonable on that basis.

Mr. Munro: Perhaps if we adopted your recommendation it may result
in quite a few people receiving half of the benefit they otherwise would under
the transition period. Yet it has been pointed out that even in the transition
period the people in the lower income brackets have suffered considerably by
comparison with those in the higher income brackets. I am talking about
higher and lower in relation to the $600 exemption at the $5,000 earnings level.
It seems to me that if we followed your suggestion the ones in the lower in-
come bracket, namely $2,500, would receive half what they now would receive
under the present Canada Pension Plan, and the plan would certainly be
susceptible to more criticism than already has been advanced here.

Mr. KIRKLAND: Madam Chairman, as regards the low paid people, unless
I am mistaken, and while I am sure Mr. Munro was correct, there have been
recommendations to provide more for these people, if I am correct, and there
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have also been representations that the old age security alone in the case of
the lower paid people provides a pension that will compare with a similar
pension provided by most other countries. In addition, we will be providing a
pension of $20, or thereabouts, which together with the old age security
pension, in the case of a married man, would be a very reasonable pension
compared with that in other countries. Recently I saw figures that endeavoured
to show that the old age security pension alone would compare, for lower paid
people, very well with the amount provided in, say Australia, or Germany
or even Great Britain.

Mr. Munro: Organizations like the life officers association and the life
insurance underwriters association, to mention two, and many others, have
indicated that at the present age under the old age security system we are
not providing enough, and serious consideration should be given to increasing
the old age security for those now retired and just recently retired.

Mr. KIRRLAND: The point, Madam Chairman, that Mr. Munro makes is
one I indicated earlier when I started to speak, and with which I would agree,
although it does not relate to my brief, in which I have not dealt with people
over 65.

Mr. MonteITH: Is Mr. Kirkland merely dealing with the whole matter
in this way, that he is accepting the plan as it is outlined in Bill C-136 and
is working on it from there on? As I understand it, he may have alternatives
which he would have preferred to see, but is actually operating on the present
plan and possible adjustments thereto.

The CHAIRMAN (Hon. Mrs. Fergusson): I think we will have to ask Mr.
Kirkland himself.

Mr. KirgLaND: Madam Chairman, if I may answer, Mr. Monteith is correct.
We felt that our presentation could be most constructively helpful if we directed
our attention to features in the plan that we feel will very probably cause
difficulties and problems in the future. We feel that any expression of opinion
we may have to make about the advisability of the Canada Pension Plan would
now be made at too late a stage.

The CHAIRMAN (Hon. Mrs. Fergusson): Does that answer you question,
Mr. Monteith?

Mr. MONTEITH: Yes.

The CHAIRMAN (Hon. Mrs. Fergusson): Have you finished Mr. Munro?

Mr. Munro: I have no further questions.

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Lloyd?

Mr. Lroyp: You have quite a bit to say in your report, sir, about the Royal
Commission on Banking. As a matter of fact, you quoted from it. I believe the
commission stated that it had not made a thorough study of the proposed Canada
Pension Plan. Is that not so?

Mr. KiIRKLAND: Madam Chairman, the Porter Commission makes no study
at all of the Canada Pension Plan in its present form. It was written before the
present plan was proposed.

Mr. Lroyp: There have been views expressed before the committee that
the Canada Pension Plan may tend to make Canadians more pension conscious
and thus produce a favourable pattern for life insurance operations. Do you
think that is a fair statement?

Mr. KiRKLAND: Madam Chairman, although this has no bearing on our brief,
I would be glad to answer, if you direct me to do so.

The CHAIRMAN (Hon. Mrs. Fergusson): Are you quoting from the brief,
Mr. Lloyd? .
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Mr. Lroyp: No. I believe the life underwriters made this statement. I will
repeat it.

Mr. KirgLAND: I understand the question, sir.

Mr. Lroyp: The question is simple. Do you think the adoption of thg. Canada
Pension Plan would, in your opinion, tend to make people more pensions con-
scious, and thus be favourable to life insurance operations?

The CHAIRMAN (Hon. Mrs. Fergusson): I do not think 'fhe Witness shpu.ld
be obliged to answer that question, but if he wishes to do so, it will be all right.

Mr. KIRKLAND: Well, Madam Chairman, certainly the Canadian Life Officers
Association will be better qualified than I to forecast.

Mr. LLoyp: I am sorry. At the beginning I believe you outlined that your
company were engaged as consulting actuaries.

Mr. KIRRLAND: But not in the field of life insurance, sir.

Mr. Lroyp: In what field do you mainly operate?

Mr. KIRgLAND: Only in pension and welfare benefits. Therefore, the ques-
tion in so far as the Canada Pension Plan is concerned would have an effect on
pension development in future and has a bearing on our work.

Mr. LLoyp: And in the field of welfare?
Mr. KIRkLAND: Well, Madam Chairman, by welfare, are you referring to—

Mr. Lroyp: I apologize, Mr. Kirkland, but at this hour of the day one is
inclined to be a bit broad in definitions.

Mr. KirgLAND: Welfare benefits would include benefits such as group in-
surance and medical insurance, sickness insurance, disability insurance, and
matters of that type, directed to the welfare of the staff of employers.

Madam Chairman, perhaps I could answer Mr. Lloyd’s question. I feel
that never in any country has there been a similar example to the position of
Canada at the present time, in that in no other country has a social security
measure of this sort been introduced when private plans stood at so high a level
as they now stand in Canada. We must remember that in 1935 when social
security was introduced in the United States there were only a handful of
pension plans—1,009, I think to be correct. The introduction of social security
encouraged it until it could only go one way, and that was up.

In Great Britain, where the number of private plans was comparable to
that in Canada, the introduction of their wage related plan recently is not
likely to have increased the number of pension plans in the country. The
contracting out feature they permitted was partly brought about by that large
number of private plans that existed. It is difficult to see how the number
in Canada can increase very dramatically, Madam Chairman, because the
number is extremely high now. There is a limit. I think it is impossible for
some very small organizations to have pension plans, or for a self-employed
person to have them as we know them. I understand that in the Province of
Ontario nearly two-thirds of the male population have pension plans available
to them. Not all are old enough to be in the plan so there may be a little
room for growth in private plans.

Mr. Lroyp: You say two-thirds?

Mr. KIRKLAND: Two-thirds of the male population in the Province of
Ontario work for employers who have pension plans.

Mr. Lroyp: How many are members of such plans?
Mr. KIRKLAND: 50 per cent.

Mr. Lroyp: So there are 50 per cent. As we understand the statements
made to us here, at least 50 per cent in Ontario of the employed labour force
are not members of pension plans today.
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Mr. KIRKLAND: Madam Chairman, I mentioned earlier it is most un-
fortunate we do not have available to us statistics indicating the age distribu-
tion of those who are members of pension plans. I believe if they were
available we would find of those over, shall we say, age 30 or 35, a high pro-
portion were in pension plans.

Mr. LrLoyp: You propose extending the transition period from 10 to 20
years?

Mr. KIRKLAND: Yes.

Mr. Lroyp: You are going to leave a longer time. What are you going
to do about the people over these ages, 30 to 35? Would you suggest we
extend Old Age Security or what?

Mr. KIRKLAND: Madam Chairman, I may not have expressed myself very
well. I say those who are over 35 form the principal number of those in pen-
sion plans. Of those who are under 35 or 30 a large proportion are not in
pension plans. Many pension plans do not permit their employees to join
until they have attained, perhaps, age 30. Those who are older, in my opinion,
are covered to quite a large degree by private plans.

Mr. LLoyp: I notice on page 34 of your report you state there were 9,600
pension plans in operation in Canada in 1960 with a total membership of
1,800,000. If I recall correctly, the D.B.S. survey shows the membership was
around 8,900 plans. What was the source of your figure of 9,600?

Mr. KIRRKLAND: Madam Chairman, these figures were derived from a
book on pension plans called ‘“Pension Plans in Canada,” and the quotation
was one from an article by—

Mr. LLoyp: The National Trust?

Mr. KirgLAND: No, by, I believe it was, Mr. E. S. Hanes of the Dominion
Bureau of Statistics. He wrote an article for this book.

Mr. GRaY: What year was the book published?
Mr. KiRKLAND: It was published last year.

Mr. Lroyp: He has answered the question.

Mr. KIRKLAND: The figures are right, I am sure.

Mr. Lroyp: What is the source of your figure of 12,000 pension plans
mentioned in your report for 1964?

Mr. KIRKLAND: Excuse me, the figure of 12,000 relates to 1963. This was
from the same article, which is by a member of the Dominion Bureau of
Statistics.

Mr. LrLoyp: We can check this?

Mr. KIRKLAND: Yes.

Mr. LLoyp: I am just curious about the thing; I just want to establish
your source. Finally, on the subject of contracting out, is it true that the
majority of the contracted employees in England—you mentioned this in your
observations a few moments ago—are public servants or in nationalized indus-
tries; or are you familiar with this?

Mr. KiRKLAND: Madam Chairman, it is very hard to derive statistics of
this sort. Our statement that 50 per cent had contracted out was learned by
verbal information from a large firm of pension consultants in Britain. I have
no official Government statistics on this. I learned another fact, which may also
not be right, and that is that a relatively larger proportion than even 50
per cent of foreign-owned companies in Britain had contracted out. This may
have no bearing on the matter, but it could have. It may indicate that com-
panies where the control came from outside England had been more interested
in contracting out. These, of course, would not include civil servants.

21757—5
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Mr. AIRKEN: May I ask a supplementary question on these figures? I
understand some pension plans—and I am using railway plans as an example—
come to maturity in a given number of years, perhaps 20 or 25 years, an'd
that therefore a person can join it at age 40 and get the full benefit f_rom it
at age 65, the result being that a number of the younger employees working for
employers who have these plans do not go into such a plan though they could.
Do you know of any number of plans of this nature which would probably
bear on these figures?

Mr. KIRKLAND: Madam Chairman, we are familiar with both the Qanadian
railway plans. The maturity in both the C.P.R. and the C.N.R. plans is effec-
tively 45 years, because it is only after the full length gf service from the
youngest age to the oldest that one would obtain the maximum ‘t?eneﬁt. qu,
Mr. Aiken may be thinking of some private plans where recogmtl_on for prior
services is given when the plan is first set up. This is a feature' that is very com-
mon where there have been no previous pension plans, and e1_th.er by recogniz-
ing each year of past service as a pension credit or ’py providing a minimum
pension under the terms of a plan the employer is ablg to prqwde even
for those near to retirement age a reasonable level of retirement income.

I would mention the liability for these extra pensions which are not, in a
sense, contributory service-related—in other words, they do not' relgte .to
service during which the employer and the employee were contributing in
the ordinary way—this liability is normally paid off dp.ring_ the early years
of the plan and not deferred to future generations, as is quite customary in
state plans.

Mr. AIRKEN: The reason I ask the question is that I had information from
a trustee of one of the Canadian railway plans who told me that many of
their employees do not start paying into the plan until age 40 because they
can get full benefit from there to age 65. There may be a mistake in this, but
this is what I have been told, and I was told a large proportion of the younger
railway men do not pay into the pension fund at all in their youger years but
do start in their later years.

Mr. KIRRKLAND: Madam Chairman, I can speak with some definite knowl-
edge of both the C.P.R. plan and the C.N.R. plan. Mr. Funnell and I have at
one time or another carried out actuarial evaluations in regard to both those
plans. In point of fact, in the case of the C.P.R. plan you cannot join the
plan if you are age 40 or over. Every employee who joins under age 40 must
contribute at once, the moment that he joins; and the full benefit is only derived
by those who join the railway at a young age and contribute for every year
of service through to retirement.

Mr. AxeN: Then somebody is missing out on their pension. This is the
one figure that was given to me to indicate there were people who qualified
for the pension plan but did not participate. It was an example given to me.

Mr. KirRkLAND: Madam Chairman, there is one provision in the railway
plan that under some circumstances, on death in service or on disability, a
pension will be payable provided 20 or 25 years’ service have been performed.
That could be the point Mr. Aiken is thinking of.

Mr. AIREN: There is a misconception by someone then. Do you know
of any other plans set up in this way?

Mr. KIRRLAND: Madam Chairman, I do not at all—except, as I say, plans
that are set up providing older employees with past service pensions. The
closest example we can think of is the civil service plan, where the maturity
period is 35 years. No pension is earned in respect of years in excess of 35
under the civil service plan.

Mr. MuNro: May I ask a supplementary question here, Mr. Aiken?
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Mr. AIKEN: My question was supplementary to Mr. Lloyd. Ask Mr. Lloyd.

Mr. LLoyDp: Yes.

Mr. MuNRO: You indicated that you had done actuarial studies on the C.P.R.
plan. Do I understand you correctly, to say that under their pension plan you
could not participate over 40 years of age—that if you are over 40 years of age
you could not come in under the plan at commencement?

Mr. KiRkLAND: That is correct. If you are engaged by the C.P.R. over age
40 you are not eligible for the pension plan at the present time.

Mr. KNOwLES: Shades of 1919!

Mr. MunNro: Would you say that is not an uncommon feature of many
pension plans?

Mr. KIRKLAND: Madam Chairman, I would say it is quite uncommon. Indeed,
it is so uncommon that, in my opinion, it may have a rather limited life. It may
date from times when the railways did not engage an appreciable number of
people over age 40.

In some industrial pension plans there are provisions that employees who
join at a late age may not derive benefits in larger pension plans funded by
means of trustees. It is unusual to have any restriction of that sort unless
it be at a very advanced age, for example, the age of 60.

Mr. Munro: Well, I was just going to suggest that a plan such as that
which I have heard exists certainly discourages any mobility of labour, and
discourages employment for people over 40. I think you would agree with that.

Mr. KIRKLAND: Excuse me, may I answer that question? As regards the
mobility of labour and the effect of late entry ages, I feel myself that the
provincial legislation that has been introduced in Ontario, and is likely to be
introduced in many other provinces, will bring about a redesign of plan, indeed
will force a redesign of plan, which will remove most of the problem which
Mr. Munro is mentioning. These difficulties have arisen in the past and no
government did in fact regulate the terms of the pension plans. This was a
provincial matter and the federal Government was not able to require these
terms. Now the provinces are stipulating certain provisions.

Mr. Funnell has made the point, Madam Chairman, that the Ontario
legislation arose because of the lack of vesting, and the lack of vesting, or
portability, in private plans is felt by him to have a detrimental effect on the
mobility of labour, since older people would join a company without being able
to bring a prior pension with them. At least this difficulty in particular will be
removed by the provincial legislation, Mr. Munro.

The CHAIRMAN (Hon. Mrs. Fergusson): Are you finished, Mr. Lloyd?

Mr. LrLoyp: No. I was on the question of the right to opt out of the plan, and
then there were two supplementaries which I think produced some interesting
information to the committee. I only have one final question.

We have had evidence here before the committee which indicates that the
mass of employees—you cannot put numbers on this—who are members of
private pension plans in Canada look forward to something like 30 to 40 per
cent of their final earnings as pension benefits.

In that type of plan, if that was the range of benefit, should they be allowed
to opt out of the Canada Pension Plan?

Mr. KirRkKLAND: Madam Chairman, the whole question of allowing opting out,
or contracting out, we admit will present difficulties. We maintain, however,
that the difficulties, the problems, which will have to be solved will be worthy
of solution in view of the great advantage that will come from permitting this.

One difficulty will be that some private plans are not of the form that

will be suitable for opting out. We do not suggest that opting out will be done
21757—53
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in many cases. It may apply only in the case of ve.ry'large employe?s_. It may
apply only in the case of employers of the type sm}llar to universities, pro-
vincial governments, and bodies of that sort. Certa}n larggr emp}oyers may
wish to, but we feel that there are advantages even if that is permltted: i

As regards the smaller employers and those providing smaller pensions, it
may not be necessary to expect all of the smaller employers to wish to opt
out. It could be done. It has been done in Great Britain. And .the 30 or 40 per
cent of earnings could be suitable in the case of higher_—pald employees jco
provide more benefits than the Canada Pension Plan.wﬂl prov1de, and, in
the case of lower-paid employees, the employer who is anxious to f:ontract
out of the Canada Pension Plan would have to amend his plan ar.ld improve
it in such a way that he would not give less than the benefits provided by the
Canada Pension Plan.

Mr. LLoyDp: Some authorities on integration suggest that it is as easy to
go the other way and work out arrangements for adjusting plans, which are
relatively generous in their benefits, to those on the average. In‘ ofcher words,
have them adjust their benefit scales as time goes on to the existing Canada
Pension Plan. This would be a lot easier, and would obviate efforts at means
testing in the field.

Well, there are others who wish to examine, Madam Chairman, and I have
merely this observation. We now have the First Annual Review of the Economic
Council of Canada, and I wonder if the witness has seen this report and
observed their statement, and I quote:

We incline to the belief that the stability of the rate of gross private
saving will not be significantly affected by the introduction of the...
(Canada Pension Plan).

Mr. KIRKLAND: Madam Chairman, I had read this, but I did at the time of
reading it note that the form of saving had not been described. Saving is
saving whether the funds are vested in provincial bonds or in equity stocks.
It is still saving, and the amount of saving might remain the same, but the
direction of the saving might be changed, and we might find less of Canada
savings being directed to the equity stock and other loan capital required by
Canada’s industry.

Mr. Lroyp: I think that is covered in the economic report, so I will not
pursue it.

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Monteith, you seemed to have
a question before. Did you ask your question as a supplementary?

Mr. MoNTEITH: Not as yet. I wonder if I could ask Mr. ¥irkland this. We
have had some discussion on contracting out. Do you feel that it is quite*logical
that contracting out can be carried on so that the employee is not penalized in
any way, and will be completely looked after, that his welfare when pensions
become available will be protected but will still be instituted so that the
overall plan would not be adversely affected?

Mr. KIRKLAND: Madam Chairman, I would say yes to Mr. Monteith’s
question. I would emphasize that the contracting out would only relate to
pension benefits and not to any of the other benefits under the Canada Pension
Plan.

Mr. MONTEITH: On another matter, Mr. Kirkland, you mentioned just in
passing that you had at one stage considered the possibility of increasing
benefits as age increases beyond retirement age. Could you enlighten the
committee any on this particular approach? Have you made any real studies
on this? Do you have any figures or data you might give us?

Mr. KIRKLAND: I am afraid that I have not at this stage.

Mr. MonNTEITH: I think that is all I have at the moment.
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The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Knowles.

Mr. KnowLEs: Mr. Kirkland, I would like to pursue for a few minutes
the subject Mr. Munro raised with respect to your proposal that the maturity
period be lengthened from 10 to 20 years.

Mr. Munro made the point that many people coming before this committee
have complained that our bill does not do anything for certain older people
and not enough for certain other older people. If I understood your comments
in answer to Mr. Munro you expressed the view that since the Canada Pension
Plan itself was concerned only with those now of working age, you did not
feel that it was your business to offer suggestions about those in the 65-and-
over bracket, or the 70-and-over bracket.

I don’t intend to pursue that at the present time. My fellow members on
the committee know we pursued it at length, but I think you might have
missed—or I missed your reply to it—the one point that I thought Mr. Munro
was seeking to make, namely, that some of those who criticized the Canada
Pension Plan itself—never mind the old age security end of it—pointed out
that although it provides in its present form a pretty good benefit for people
who are 55 when the plan starts, it provides a lesser benefit for those who are
56, 57 and so on down to 64.

Now, if you take people at the maximum income of $5,000 it means that
people of 55 can look forward to a pension of $104 a month, but as you go up
from 56 to 65 you drop that by 10 per cent in each case. Is it not a fact that if
you put in a 20 year plan it would be only those at age 45 who could look
forward to a full pension, and that you would scale down all the way from 46
to 65 the present benefits? Obvicusly, this would be less popular politically—
and there are some politicians in this room—but even apart from that, if there
is a case, as some of us think there is, for a two-stage plan or a two-deck plan
—flat rate and earnings related—and if it is desirable to get such a plan started,
should we not, apart entirely from votes but thinking just in terms of public
acceptance of the plan, make it a plan that will appeal to as large a number
of people as possible?

Would we not be defeating a public acceptance of this kind of a program
if on top of our doing nothing for those aged 65 and 70 and over we were to
cut back on what we do for people right down to age 46?

I have been putting this question in the form of an argument. I hope you
will accept it in that form, with this question at the end: Would you care
to comment?

Mr. KiRRLAND: Madam Chairman, yes.
The CHAIRMAN (Hon. Mrs. Fergusson): Go ahead.

Mr. KirRxLAND: I appreciate the point that Mr. Knowles has made, but I
would like to point out that we have to look at the total Government pension
that people will be receiving—that is to say, the old age security pension and
the Canada Pension benefit—as being the total that will be received by persons
from the Canadian Government. In one of our examples we have compared
the benefit payable in 10 years’ time with the similar benefit paid in the
United States, and we found, taking the different earnings levels into account
between the two countries, that the amount that will be provided, even with
a 20 year maturity period, to somebody retiring in 10 years’ time will be
slightly higher than social security will be providing there. This, we felt, was
one yardstick.

We did find that in most other countries in the world the maturity period
has been as high as 30, 40 or even 45 years. Of course, any opinion of a more
scientific nature one may hold about this would be more exact if one knew
what in fact are the provisions that the people of 50 and 55 are making in
Canada. We have statistics relating to all people, but we do not have any re-
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lating to that very important age group. We certainly do no_t know vc{hat
provision those people are making through the medium of registered retire-
ment savings plans or Government annuities or insurancg contrgcts. It would
seem to us that the level of pension that will be provided with a 20 year
maturity period in the case of somebody now aged 55 is reasonable by any
acceptable standard—by any normal standard. ;

Nobody will object to having a larger pension, but we feel that the pension
provided with a 20 year maturity period is perfectly reasona_ble, and we also,
of course, kept in mind the other advantages. There are very important advan-
tages in extending the transition period to 20 years. /

I wonder if I may deviate on this point for a moment, Madam Chairman?

The CHAIRMAN (Hon. Mrs. Fergusson): Yes, certainly.

Mr. KirgLAND: I should like to emphasize that one of .the most i.mportant
advantages in extending the maturity period to 20 years is the avo1dan_ce or
the reduction of the risk of the instability in the funding system that will be
faced if there is a 10 year maturity period.

Canada is not an ordinary country in some ways. We have several govern-
ments that are concerned with pensions—several provincial govgrnmgn'@ :-u"ld
the federal government. Any social security program that con_tams within its
structure potential instability and the possibility of future criticism, when those
concerned with it are aware of these deficiencies, would seem to be unwise for
Canada to adopt. We do not have one government which will be regulating this
plan, but several levels of government in the future. It is, perhaps, because
of the greater stability that will exist with a 20 year maturity period than
with a 10 year maturity period that we are advising the adoption of this
feature.

Mr. KnowLES: Mr. Kirkland, some of the delegations that have appeared
before us and which have asked us to scale down the initial benefits under the
Canada Pension Plan, have given as their reason the desire to avoid disparity
between the benefits that would be received by those only on old age security
and those on both old age security and the Canada Pension Plan. I have listened
carefully to what you have said, and I have read carefully what you have
given us, and I think it is clear that you do not base your proposal for lengthen-
ing the maturity period on that proposition, but you seem rather to do it on
the basis of a judgment that the kind of pension benefits that are appearing
in their totality are sufficient and reasonable; that is, you compare them with
the United States benefits, and so on. Is that correct?

Mr. KirgLAND: Madam Chairman, Mr. Knowles’ point is one of the reasons
for our advocating this, but certainly not the principal reason. We investigated
this feature in order to see whether the recommendation we were making
would upset the plan from the point of view of the level of benefits. We found
it did not appear to.

The principal reason is—and I repeat—the inherent instability that will
appear in the funding system if a 10 year maturity period is adopted. I am
fortified in what I am saying by the actuarial report published by the inter-
departmental committee of the Quebec Government. Their findings were pre-
cisely the same as our findings in this matter.

Mr. KnowLEs: I accept your correction of what I had said earlier, namely,
that it is not your purpose to scale down the benefits but rather to advocate
a longer maturity period for the reasons you have given. But, you have looked
at the results and you do not find the results unpleasant in terms of what is
being done in the United States, and so on. I am sure you appreciate that the
concern of some of us is not just to be satisfied with what they may have in
the United States, but to get pension levels for our people up into higher
brackets as early as possible. Do you not appreciate our viewpoint that the 20-
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year period seems to defeat what we regard as one of the major purposes of
this kind of legislation?

Mr. KiRgLAND: Madam Chairman, we appreciate Mr. Knowles’ point. We
do feel that any pension benefit provided by the Canadian Government in the
first place, should be looked at in total-—that is, old age security and Canada
Pension Plan added together—and we should look at the level provided by
private plans. The position in Canada is—and I believe this is correct; I am
quoting from the book I mentioned earlier—that the level of pensions in Canada
provided by private plans is higher than in any other country in the world.
This we feel must have some influence on the level of pensions that the Gov-
ernment feels it is obliged to provide.

Madam Chairman, there is another point which can be solved by permit-
ting contracting out, although contracting out is not possible with a 20-year
maturity period—it is hardly possible, I should say.

The other difficulty is that there are plans in Canada—the Civil Service
plan, for one—under which there will be people retiring in 10 years time with
about 110 per cent of their final earnings if the Canada Pension Plan matures
in ten years—I repeat, 110 per cent of their final earnings.

Mr. Francis: You mean after the adjustment of Civil Service plan is
announced?

Mr. KIrkLAND: Yes, sir, even after the announcement. The adjustment is a
very clever adjustment and we respect those who have made it. We feel it is
a masterful job, but it does not apply retroactively.

Mr. Francis: It cannot, of course.

Mr. KIRRLAND: It cannot apply retroactively and so we have cases of
employees now age 55 in the Civil Service—

Mr. Francis: This is a temporary one, during the transition period.

Mr. KIRKLAND: We are talking about a temporary measure. The whole mat-
ter we are talking about is temporary.

A MEMBER: So if life.

Mr. Francis: It is because one cannot have a contractual arrangement in
arrears.

Mr. KiRkLAND: It could be avoided if the transitional period is 20 years.

Mr. LEBOE: I am not against what Mr. Knowles said about trying to get
pensions as high as possible, but if my figures are right we operate in Canada
with a gross national profit of about $2 billion for over one million of popula-
tion, roughly. How would that compare with the United States where they
have a population of about 180 million?

Mr. KIRKLAND: I am not an economist. I am unable to answer that question.

Mr. LEBoE: I thought you may have figures as the G.N.P. of the United
States?

Mr. KNowLES: I hope Mr. Kirkland will not be shocked if I tell him that
the members of this committee are no more capable of being shocked at
pensions of 110 per cent. We have had too much evidence before us, by Mr.
William Anderson and others, of the problems of people in retirement whose
costs might continue to go up but who have no access to any way of increasing
their income, that is, the income on which they must live. I am not making the
case for such an increase, though you yourself have talked about the possibility
of pensions being increased as the age of the recipient goes up. I am merely say-
ing you do not shock us when you tell us this might produce results of 110
per cent.

Mr. KIRKLAND: Pension design, pension planning, is not static. In Canada,
actuaries are proud of what they have achieved so far in pension plans. Our
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organization is a world-wide one, we can look anywl?ere else in the world, and
I know that, by and large, Canadian pensions in private plans do not occupy
second position to any other country in the world. However,_ we have further
advances to make. One advance which is impending is a provision, through .the
medium of private plans, of pensions which are relateq 'tc.> the cosiz of living.
These plans may be the only answer to Mr. Knowles’ .C.I‘IFICISm of private plans
in this respect. We recognize that it is a justifiable crltlplsm but we can assure
you that arrangements for providing these plans are just around the corner.
Our organization has six such plans in force already. .

Mr. KNowLES: I accept your statement of figures of comparison between
Canadian pension plans and those of other countries. However, you may not
be aware of the other statistics we have had as to the absolute figures regard-
ing our own pension plans, namely, the kind of pensions that many would pro-
vide. Witnesses have sat where you are sitting and have told us about their
plans and we were shocked by what we were told as to how many are covergd
and how many are not covered. As a Government, we feel we have a responsi-
bility to get the benefit of pension plans to far more.people than come ux?der
private plans. I could make further comment but I wish to change the subject.

Mr. KIRKLAND: I was hoping Mr. Knowles would go on to say he would
use his influence to have some statistics produced by the Government showing
the average coverage which is given by private pension plans by age groups
in Canada. It is difficult for anyone to form a reliable opinion as to the need
for social welfare without knowing what is provided now at least in broad
age groups. An opportunity arose in 1964 when forms were completed in order
to obtain a social security number across Canada. Unfortunately, our organiza-
tion though of this too late or we might have suggested to the Government
that one or two questions on this form would have provided exactly this infor-
mation.

Mr. KNOWLES: Members of this committee have asked that this kind of
information be obtained. I do not mean that as a committee we would have sug-
gested exactly that way of doing it.

Now, regarding one of the difficulties, number three, listed by you at the
bottom of page 2 and then spelled out in greater detail on pages 14 and 1551
quote your own words. You say that the Canada Pension Plan gives “too great
an advantage to participants in the higher income brackets by reason of the
redistribution of income effected in their favour.” You give figures on pages 14
and 15. Incidentally, there is a computation I do not quite understand and
parenthetically I would ask the meaning. You say the yearly contribution is
$79.20 in the case of man B. If that is so, I would have thought his total contri-
bution for ten years would be $792. Can you tell me why you have $970 there?

Mr. KirgLAND: These contributions were accumulated with compound in-
terest.

Mr. KNowLEs: I wanted to get that clear. It does not have any bearing on
the point we are making. Your chart makes it quite clear, as we all recognize;
that there is a greater advantage for the $5,000 man than there is for the $2,000
man. But you would agree—and your brief does not say anything to the contrary

—that there is no additional advantage for anybody whose income is beyond
$5,000.

Mr.- K1RRLAND: I would not quite agree. It is possible, but it is rather dif-
ﬁcult to prove, that the higher paid man, on the basis of taking his income tax
into account, does in fact benefit a little more again; but it is a small point.

Mr. KNOWLES: Would it not be the other way? Would not the higher man
get much more of a tax saving when he pays in, because it is a total of $79.20
a year, but when he is drawing his pension benefit, if he is in the higher bracket,
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he pays much higher back, whereas the $2,000 man would not pay so much
back.

Mr. KIRRLAND: If we consider his earnings are high while he is earning; but
his income is derived mainly from sources that are not subject to income tax
after he retires, it is possible to say he is getting more benefit. The tax relief
he gets on the income he pays in could be a very high proportion of his contribu-
tion, and the amount he gets back could, under certain circumstances—

Mr. Francis: Surely this is most antithetical, as it should be the other way
around. The man with the higher income should be subject to the higher tax.

Mr. KIRRLAND: I concede it could be either way.

Mr. KNOWLES: We had better draw it to the attention of the Department of
National Revenue.

Mr. KiRKLAND: I think it could work either way.

Mr. KnowLES: With respect to contracting out, which is the other point you
make. We had a witness last week, Mr. Robert Myers of the United States Social
Security Administration. Although certain matters of protocol kept him from
being too outspoken, he was categorical that contracting out was not a good idea,
that they had not put on for it in the United States and it is not in the present
setup. I could be corrected on this, but I think he was quoting his friends in the
United Kingdom as saying it was not a good idea.

Mr. KIRKLAND: I would imagine that the friends of Mr. Robert Clark—or
rather, Mr. Robert Myers—in the United Kingdom might not think it was a
good idea. The name Clark was in my mind, because a report was made about
1935 by a gentleman named Clark on the question of contracting out in the
United States and the matter was turned down. When we consider United States
social security, we must remember that this is essentially a pay-as-you-go plan.
Contracting out with a pay-as-you-go plan presents difficulties which are not
present to the same extent where the plan is based on a level contribution rate.

Furthermore, as Mr. Funnell points out, there were relatively few plans
in force in the United States when social security was introduced, and the
need for contracting out did not exist to the same extent as it did in Great
Britain in 1960.

I have been told, again only by friends in the consulting business in Britain,
that they believe that the contracting out feature in the British plan has served
as a brake and discipline on the British Government that has avoided political
future changes in the plan that might otherwise have been made. My under-
standing has been that the plan now proposed is designed to take pensions
out of politics.

Mr. KnowLES: I would say that this is an open question.

Mr. MunNro: I would say “wishful thinking’’ would be more accurate.
Mr. KNowLES: I think you have the answer all right, Mr. Kirkland.
Mr. KIRKLAND: Hope springs eternal!

Mr. KNOowLES: Some of us do not think politics is a bad word.

Mr. KirRkLAND: My best friends are politicians, sir.

Mr. KNowLES: You identified the United States plan as a pay-as-you-go
plan. What definition would you give to the Canada Pension plan?

Mr. KIRkKLAND: Madam Chairman, the method of funding used by the
Canada Pension Plan, I think, has to be described as a mixed system of fund-
ing, that is, a method of funding that does not attempt to set up a full fund
that will be sufficient to meet all incurred liabilities if the plan should be
wound up, as applies in the case of industrial plans. It has required a contribu-
tion rate that is above that of the pay-as-you-go approach.
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In other words, it is a mixed system of funding. I would say, though, it is
designed for deferred or later conversion to a pay-as-you-go plan. Whether
this will occur in 15, 20, 25, or even 30 years time is impossible to say.

So far as we are able to ascertain, this method of funding has not been
used by any other country in exactly that form. There have been .plans vf/here
some element of funding existed, that is, a mixed system of funding designed
for early conversion to pay-as-you-go, and this would be true of the United
States social security plan.

The Quebec plan as designed, according to the interdepartmental.report
study, was a mixed system of funding designed to provide a level contribution
rate, and tests carried out indicated that the fund will continue to grow for
at least 50 years. Estimations beyond that are of a very limited reliability.

We are rather fearful lest the existence of the fund that is established
under the terms of the Canada Pension Plan is of not sufficiently definite a
nature that it could not be used for purposes not originally intended; for in-
stance, the improvement of benefits without any immediate apparent cost.

A further disadvantage of the plan as it now stands is that a province
could, as we understood it, decide to establish its own plan, provide identical
benefits, but charge pay-as-you-go contributions and would always require
and always continue to require a lower level of contributions from its people
than the rest of Canada.

Mr. Funnell feels that the contribution rate may not always be lower.
Possibly the current rate may not be, but I believe it will be found that the
amount paid by people will almost definitely be less than the amount which
would be paid under the Canada Pension Plan, and yet they will get the same
benefits.

Is this not a feature that can be described as unstable in the plan?

Mr. KNowLES: In other words, and correct me if I misinterpret you, you
feel the plan is neither one nor the other at the moment, but it is designed
in such a way that it may and probably will be converted in a few decades
to a pay-as-you-go plan.

Mr. KirgLAND: That is correct, Madam Chairman.

Mr. KNowLES: And I gather that one of the reasons you want to make the
change is that you would rather keep it a funded plan than a pay-as-you-go
plan?

Mr. KiRgLAND: Madam Chairman, I do not think we would like to say as
a country that we would prefer a funded plan, other things being equal. We
can agree with Miss LaMarsh that the pay-as-you-go approach has certain
advantages, provided the population is advised of the ultimate rise that will
occur in pay-as-you-go costs. However, this is not a pertinent matter for us to
consider, since we understand that the Quebec government has decided that
the funded plan is required in the province of Quebec, and we can see great
advantage in a uniformity of approach across the country. Indeed, the reversion
to a 20 year transition period would be restoring one of the important features
of the Quebec plan, a feature that was a necessary part of the actuarial design
of that plan.

Mr. KNowLES: I am sure you will be interested in the brief we had this
afternoon, of the Canadian Manufacturers’ Association. Oddly enough, I found
myself agreeing with a few of its submissions.

They expressed no anxiety at all at the prospect of rates of contribution
having to go up at a later date. In fact, they argued against it, but completely
they would have had the rates reduced at this point, in other words, would
have moved closer in the direction of a pay-as-you-go plan.
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Mr. KIRRKLAND: May I just agree with Mr. Knowles, Madam Chairman,
that this has certain advantages, and we can see the advantages might be so
great that some province might decide to adopt that approach, for all we can
tell at this stage, perhaps not now but in a few years time. However, we have
kept in mind that the Quebec government has established a pattern which
would make it very hard for the Canadian Manufacturers Association plan to
be adopted on a uniform basis.

Mr. KNOWLES: Are you saying theoretically that you would like to see the
plan neither one thing nor another, rather than a mixed plan?

Mr. KIRKLAND: Yes, Madam Chairman.

Mr. KNOWLES: My other question, and it is in the field of contracting out,
is this. You are concerned, as many people are, about the complexities in the
plan. Would we not in Canada have a great many more complications to deal
with if contracting out were allowed, bearing in mind the fact there is mobility
of labour—we would have people working part of their lives in an industry
that had contracted out, and then for a while in an industry under the Canada
Pension Plan, and then an industry under the Quebec pension plan, and back
to something else. Does this not add more complications than it subtracts?

Mr. KIRgLAND: I will agree that contracting out will have produced prob-
lems. I think they lie within the ability of those who have been able to produce
such a thorough document to overcome so many difficulties. They have over-
come so many difficulties so far that I believe these additional difficulties lie
within their ability.

As regards the complication of having a pension from several sources, we
are going to be faced with this, in any event. It would seem that a typical
employee, certainly in Quebec, will get three pensions from three sources,
namely, from the old age security, from the Quebec plan, and from a private
plan. In the contracting out, they may receive a cheque from only two
sources. In other cases they may receive it for more.

Mr. KNowLES: I appreciate the fact that people will get pensions from a
number of sources, but the particular point that seemed to bother me about
your arrangement is this, that if you don’t have contracting out, at least for
his Canada pension arrangement, a worker’s work history is a piece, it is either
in the Quebec plan or in the Canada Pension Plan—it is in the Government plan.
But if you have contracting out, part of a worker’s life history is in a Govern-
ment plan and part of it is in a company plan, outside.

Mr. KirgLAND: That is quite true.

Mr. Francis: Just following Mr. Knowles’ questions on contracting out,
Madam Chairman, I was thinking of the comparison between the United King-
dom and Canada. There is a constitutional problem. I think the primary juris-
diction in the supervision of a pension plan would be provincial. Wouldn’t
there be some rather serious difficulty in making sure the plans that were
contracting out were kept in step with the general level of benefits, and so on,
of the Canada Pension Plan? Wouldn’t there be very serious problems in
supervising and keeping in touch with the contracting-out plans in different
provinces, especially if the provinces did not all establish the necessary author-
ities?

Mr. KiRKLAND: Madam Chairman, Mr. Francis’ point is rather similar to
the problems that arise in connection with the supervision of insurance in
Canada, which is primarily a provincial matter, but due to what I understand
was an arrangement between the provinces and the federal Government, the
Department of Insurance at Ottawa effectively carries out supervision on
behalf of the provinces. I suppose a similar arrangement could be made in
the case of contracting out.
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Mr. Francis: In that event, if there were any changes, say, in the Canada
Pension Plan, the problem of bringing the contracted-out plans up to. t.he
benefit levels of the Canada Pension Plan would raise a number of adminis-
trative difficulties, would it not?

Mr. KIRKLAND: Madam Chairman, I think the provinces are going to take
on an even harder task when they place solvency tests on pension plans, when
they require vesting provisions in pension plans, and several other factors in
pension plans, which they are about to do.

Mr. Francis: How many provinces have enacted legislation of this nature?

Mr. KIRKLAND: One has to date, but I read in the paper today that seven
provinces have indicated they are going to follow the Ontario Government.

Mr. Francis: I was just interested in some of the problems.

Madam Chairman, I was going to ask a question based on the brief.

Quoting from page 9, it states:

Accordingly we present as a difficulty, the fact that there are inherent
instabilities associated with the funding system. The operations of the
plan will be very dependent on future actions of future governments.
The matter could be a recurring election issue both at the federal and
provincial Government levels.

I was very interested in this because, as has been indicated by the Minister
in her statements to the house and elsewhere, this is one of the concerns we
have with the present Old Age Security program. Don’t you agree essentially
the same criticism you make here could be made of the Old Age Security pro-
gram now in existence?

Mr. KIRkKLAND: Madam Chairman, I have only heard so far of one province
which will be willing to take on Old Age Security payments.

Mr. Francis: My concern is that there could be a political issue regarding
the revision of benefits in Old Age Security.

Mr. KirgrLAND: The Old Age Security pension so far as the federal

Government is concerned has, no doubt, been a continuing concern of federal

politicians. This has, so far, not been very much a concern of provincial
politicians.

Mr. Basrorp: But supplementing the Old Age Security pension has been
a concern of provincial politicians.

Mr. Francis: I was not aware that your comments were restricted to the
provincial level at this time.

Mr. KirrLAND: I was considering all levels of government. A provincial
government that, for example, decided it wished to opt out, contract out of the
Canada Pension Plan and provide a higher level of benefits and/or provide for
contributions on a pay-as-you-go basis, could do so and could take advantage
of the fund that would be their right to enable them to do so.

Mr. Francis: The suggestion that the transition period be increased from
10 to 20 years, would not this have the effect of merely making a larger fund
and creating a greater temptation to instability of this nature?

Mr. KirgLAND: Madam Chairman, the solution we suggest is not perfect.
The point Mr. Francis mentioned is a very good one. However, we feel the
acceptance of the Canada Pension Plan on the basis it is designed to operate
with a level contribution rate would be a determining factor on the future oper-
ations of that plan, unless that feature were to be destroyed. In that case any
province would not have the same freedom to use the fund indiscriminately.
Indeed, the safeguards are not complete unless at the same time contracting out

P
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is permitted, in view of the discipline this will then exercise on future govern-
ments in retaining that level contribution feature of the Canada Pension Plan.

Mr. Francis: Madam Chairman, this is my last question. I was interested
in Mr. Kirkland’s statement in regard to the operation of contracting out in
the United Kingdom, which he described as a brake upon the Government. I
wonder if he could elaborate on that point? I did not quite follow his thinking
on that point.

Mr. KIRKLAND: Madam Chairman, my understanding is that the Govern-
ment and the Opposition at the last election recognized that any radical change
in the form of pension plan they now have, apart from a change in maximum
earnings or some feature of this sort, would disrupt the arrangement of con-
tracting out which has been adopted by such a large part of British industry.
For example, a large increase in benefits with no corresponding change in
contributions, which might be possible—and certainly in the Canadian plan
it would be possible, and it might be possible in Britain—would immediately
upset the contracting-out arrangement that had been established. The Govern-
ment would be, so I understand, reluctant to upset this arrangement. Therefore,
the contracting-out feature would act as a brake on any very elaborate change
in benefits.

Mr. GraY: I will be very brief, Madam Chairman. Many of the questions
I might have asked have been dealt with.

I was interested in your Appendix I, sir, on page 34, in which you attempt
to establish a private pension plan coverage in Canada. Even accepting the
figures you have there, it would seem to me the most you do is indicate a certain
type either of membership on the part of employees or the provision of plans
by employers in which employees may not be members. You do not actually
attempt to show that whatever plans are available provide acceptable levels
of benefits. Isn’t that a very big question which affects the validity, if I may put
it that way, of some of the hypotheses you put before us in your brief?

Mr. KirRkLAND: Madam Chairman, I would agree the level of benefits is
also important. I would mention, though, that even a low level of private plan
is an addition to the amount we have been considering when we look at the
Old Age Security and Canada Pension Plan together. I would also mention
that only those employers who were providing a pension of a sufficiently high
level to give more than the Government pension would be permitted to
contract out. This could very well decide some employers to improve their
benefits.

Mr. GrRay: Of course, the problem has been put to you as to how control
would be kept in the light of the divided jurisdiction, control or supervision
or policing of the plans that might be allowed to contract out, because of the
divided jurisdiction.

Mr. KirgLAND: Madam Chairman, fortunately the provinces are now in
the process of establishing offices, ministries, departments, that will have to
provide even greater supervision and have to carry out even greater inspection
of private plans than the particular feature Mr. Gray has mentioned.

Mr. Gray: Mr. Kirkland, are there any other provinces that either have
in force or pending in their legislatures at the present time anything similar
to the Ontario Pension Benefits Act?

Mr. KirgLAND: Madam Chairman, according to our information, Manitoba
has similar legislation pending, Quebec has indicated its intention to do so,
and, as I mentioned earlier, the gathering that took place in Toronto earlier
this week has probably brought about agreement from some seven provinces
to put in similar legislation. I do not know any more details than that.

Mr. Gray: The agreement did not include any time table?
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Mr. KIRKLAND: Madam Chairman, the time table I have heard throughout
is that it will be effective from the end of this year.

Mr. Gray: It was interesting to me that in spite of the favoux:ablg nature
of the plans in Ontario, to which you appeared to mal‘(e some allusmn. in reply
to earlier questions, the Ontario Government found it necessary to 1n.trf>duce
the Pension Benefits Act, which in its original form provided for minimum
standards, not only of solvency and portability, but of payments a.s well.

Mr. KIRkLAND: Madam Chairman, the point Mr. Gray.malw‘:es is one th:clt
I welcome the opportunity to speak on. The original legislation enac'ted in
Ontario was designed to make private pensions portable and to avoid the
lack of pensions being a reason for refusing to engage Qld'er workers. It was
later realized that if pensions were to be portable, that is if an employee had
a vested right in his pension, it was necessary to make sure the fund sup-
porting the pension was solvent. 3 >

This became a second feature of the legislation. Then lt_was pointed out
that some employers, an appreciable number, had no pension plans at all.
So, as a third point of the legislation, the requirement_ was added that any
employer of more than 15 employees had to install a minimum level of pen-
sion known as the standard plan.

Mr. GrAY: This would indicate that a gap existed which was sufficient
enough to be taken care of by legislation.

Mr. KIRKLAND: Madam Chairman, how sufficient a gap has to be I don’t
know, but certainly one-third of the employers probably had no pension plan.

Mr. GraY: I have also been struck by the fact sir, that whereas the sug-
gestion has been made in your brief, particularly in Appendix I, that not only
are a very high number of employees covered by private pension plans but
also they are very likely to have added benefits, the representatives and
spokesmen of organized labour are very strongly in favour of a Canada Pen-
sion Plan. This would seem to me to imply that they do not agree that either
the existing private pension plans cover enough employees or that those
covered are getting adequate benefits at the present time.

Mr. KIRRLAND: Madam Chairman, I admire many of the officers in organized
labour and I feel that they must in their position endeavour at all times to
provide as high a level of benefits as possible to their members. At the present
time our problem in private plans is not providing labour with high enough
pensions, on the contrary it is providing salaried employees with pensions
that are as high as the unionized employees are getting in the same organi-
zation.

Mr. KNowLES: They should get organized.

Mr. Gray: That is right. Now, I may have misunderstood an earlier answer
of yours, but did you say that you were developing private plans which had
built into them cost of living adjustments?

Mr. KiRRLAND: Madam Chairman, such plans are possible and are being
developed by our company.

Mr. GrAY: This would involve a form of indexing?

Mr. KIRKLAND: The matter is more complex than I can deal with adequately
at this stage. It would involve a form of indexes, and something similar to
the pension index would probably have to be employed.

Mr. Gray: You would not be frightened then of the possible effect on
cost levels, and so on, in the economy if this concept were adopted widely
throughout the private pension field?

Mr. KIRKLAND: Madam Chairman, when we are talking about private
plans we are talking about something which is altogether different from a
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Government plan. The assets of a private plan can be invested in a manner
that governments very often are not willing to use. The assets of private
plans are invested appreciably, for example, in common stock investments.
And, today, the appreciation that is taking place in common stock is supporting
pensions that are remaining level, and one might draw the conclusion that the
benefit from that appreciation in common stock is not going to the pensioners
but back into the common funds.

This is a matter which could be corrected if we were to introduce more
plans where the pension is related to the cost of living.

Mr. GraY: But do you not feel that if this were done this would create
inflationary pressures of a serious nature?

Mr. KIRRLAND: Madam Chairman, I am not an economist. I would rather
not answer that question.

Mr. GraY: Let me put it this way. If for some reason your company were
given the opportunity to be the consulting actuaries for the great majority
of private pension plans in the country, and the amount of coverage they
have now was maintained or increased, would you shrink back from providing
them with the cost of living index to which you referred?

Mr. KiRkLAND: Where these plans are in effect there are certain limiting
factors, such as the cost of living increases, just as there are in the Canada
Pension Plan. The plans to which I am referring are in operation in the
United States as part of our organization.

As to whether the effect would be inflationary or not, as I say I am not
an economist and not qualified to answer, except that I imagine it would be
no more inflationary than the pension index in the Canada Pension Plan.

Mr. GrRay: Which you are willing to accept, at least as an actuary? You
were, at least, when you wrote your brief.

Mr. KiIrRkLAND: Madam Chairman, the difficulties we mentioned in our brief
are not all of the difficulties. We concentrated on certain ones which we felt
should be drawn to your attention.

Mr. GrAY: Just one final question. You made a comparison on page 24
of your brief with U.S. social security and so on. This may have been covered,
but are you aware that the 1965 report of the U.S. Advisory Council on Social
Security advocated benefits, as I am informed, of $166 for a single man and
$270 for a married couple?

Would it not be wise to assume that just as there have been increases in
the U.S. social security level benefits over the past 10 years there will be
increases in the next 10 years?

Mr. KIRKLAND: We would be most surprised if there were not. Indeed, we
have mentioned this point and we have said that we have assumed that any
increases in the U.S. benefit level will affect both plans in both countries
to a similar extent.

This is on page 24. We would anticipate that it is extremely likely that
further increases in wages and costs will bring about further adjustments in
U.S. social security and will certainly have an effect on the benefit level in
the Canada Pension Plan. We anticipated pending changes in the social security
legislation that are not yet in effect.

Mr. GrAaY: Quite so. You are suggesting, then, that the projected top level
of benefit in the Canada Pension Plan is for 10 years, hence the top level projec-
tion now is likely to be even higher 10 years from now.

Mr. KiRkLAND: If wages and costs increase in the next 10 years the formula
for the Canada Pension Plan will make provisions for a higher level of benefits.
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Mr. GraY: But your comparison, so far as the figures are concerned, is the
presently projected maximum 10 years hence with the United Stfites figures,
taking into account the currently pending increases. If we also t_ake into acqount
such things as the recommendations of the United States Adv1§01_'y Cqunc_ll on
Social Security, to which I referred, would you not agree that it is quite likely
that the disparity be either not existent at all, or not be as great as the
disparity to which you refer in your brief? = L

Mr. KIRKLAND: Madam Chairman, I believe that even th'ls impending
increase has met with some resistance in the United States legislation. Hox_;veve?,
I think it is likely to go through, from my information. We would consider it
unlikely that increases in the future would occur if we were to 'have ahead
of us a period of stable costs and wages. I believe I am right in saying that the
increases in social security that have occurred in the past have been due to
the effect of inflation on the economy, and this would affect all plans broadly
to the same extent.

Mr. A1keN: Mr. Kirkland, I would like to direct a few questions to you in
connection with the contracting-out proposal. You have made two s'uggestions;
one is extending the adjustment period, and the other. is the questlt_)n of con-
tracting-out. You stated that you would really require an extension of t_he
adjustment period before you could contract out. I presumed the oppomte
would be the case. In other words, we could accept your recommendation to
extend the adjustment period, and not the second one if we considered it not
feasible.

Mr. KirgLAND: That is correct, Madam Chairman.

Mr. AIkeEN: I would like to ask about the financial implications of con-
tracting out. I have the understanding that the plan is all-inclusive for financial
reasons as well as social reasons. By that I mean that those who constructed
the plan felt that they had to have everybody in it in order to make it a
properly constructed plan. Would this be anywhere near correct?

Mr. KirRgLAND: Madam Chairman, I can imagine that if those who con-
tracted out materially affected the averages that would apply to the population
as a whole it could have some effect on the operation of the plan, just as
the contracting out of a further province which happens to have a different
age distribution or a different salary distribution would. Presumably that
would have some small effect on the costs of the Canada Pension Plan.

It would seem that the difficulties that will arise from some employers with
a young age distribution or low salaries, or something of this sort, contracting
out will be no different from those that are being faced in Britain. According
to my understanding, the decision whether to contract out or not in Britain
did not depend upon the age distribution so much as the salary distribution.
But, I suggest it would not have any damaging effect on the operation of the
Canada Pension Plan. I feel that it will not be a feature that will be employed
by very many employers. I certainly think that there would be advantages if
some of the larger employers were permitted to contract out. I am thinking
of the provincial civil service, for example, and the teachers in some of the
provinces—the universities and bodies of that sort—all of which are providing
a level of benefits far in excess of the Canada Pension Plan.

Mr. AIREN: Would not the plan then lose its biggest and most easily
collectible sources of contributions?

Mr. KirkLAND: It would lose some contributions, but it would also avoid
certain liabilities.

Mr. AIREN: I am just trying to find out because if seemed to me that this
was the reason why these people were not allowed to contract out in the con-
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struction of the plan—because the biggest and easiest source of revenue would
be gone.

Mr. KirgLAND: Madam Chairman, I have no sure knowledge of the
reasons that motivated the Government in this matter, although I would
suppose 10 years and the impending conversion to a pay-as-you-go basis, that
contracting out would be very difficult and hardly practical at all. The level
of contributions to provide the benefits for those near retirement under the
Canada Pension Plan at the present time is so extremely low that it would not
make contracting out very popular.

Mr. AIKeN: I would like to ask one question about the mechanics of
contracting out. This rather surprised me. You said earlier that if these bodies
were allowed to contract out it would only be with respect to the main benefit
and not with respect to the related benefits of disability and widows’ pension,
and so on. Now, how could this be accomplished mechanically? If an employer
contracted out would not that mean there would be no contributions to the
plan?

Mr. KiRKLAND: Madam Chairman, I would suppose that the contributions
to disability and widows’ benefits will continue to be paid to the Government,
just as they are in Great Britain, as would the contributions to old age
security. It would only be the pension benefits to the employee that would
be subject to contracting out, and the corresponding contributions would be
excused.

Mr. AIREN: I was under the impression that there was only one con-
tribution. How can you divide the contributions?

Mr. KIRRLAND: Madam Chairman, the contributions can be divided as
between pension, on the one hand, and widows’ and disability pension on
the other. A division was made in the interdepartmental study made in Quebec.
Their contribution rate was 3% per cent for pensions, and % of 1 per cent for
the other benefits.

Mr. AIKEN: Yes. Well, I understand that as a result of the amendment
to the B.N.A. Act with the inclusion of these benefits the pension rate went
up a precise amount in the calculations leading to this plan. I presume, there-
fore, that it can be broken down in the same manner; that you can calculate
the amount of contribution for retirement pension and the amount for related
benefits.

Mr. KirgLAND: That is correct, Madam Chairman.

Mr. AIKEN: But there is no provision in the act now. This would have to
be an additional provision.
Mr. LAVERDIERE: Madam Chairman, my question is simple, and it will
be very short. I would like to know what is meant in the brief at page 9
by the word “wisely” in this sentence:
The Chief Actuary in his report has wisely avoided making recom-
mendations in this respect.

I would also like to know what is meant by the word “political”’ in the next
sentence, which is:

The matter is essentially a political question.

Mr. KIRKLAND: Madam Chairman, I can only answer that question by
stating that it is not an actuarial question. I therefore assume that it will be
a political question.

Mr. LAVERDIERE: Well, what is meant by the word “wisely”?

Mr. KirgkLAND: Madam Chairman, a wise actuary confines his work to
actuarial work.
21757—6
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Mr. GrAY: I have a supplemental question, if I may put it. Are you
suggesting, therefore, sir, that those of your colleagues who have appeared
before us and who have attempted to make suggestions with respect to
economic factors, are not taking—

Mr. MonTEITH: That is not fair, Madam Chairman.

Mr. KIRKLAND: I can answer that very gladly, Madam Chairman. Many
actuaries are also economists.

Mr. KNOWLES: And some are also politicians.

Mr. KIRrRLAND: Madam Chairman, maybe the number will increase when
they see what an actuary can do with this plan if he were a politician.

The CHAIRMAN (Hon. Mrs. Fergusson): Are there any other questions?

Mr. Basrorp: Madam Chairman, I was going to be very quiet and even
tempered tonight. I appreciate the fact of these gentlemen coming before us,
but I have been a little disturbed by some snide remarks in your brief and
presentation, and in other briefs, about politicians and our political processes.

Speaking for myself, I am very proud to be a politician, very proud of
the political processes in Canada. It seems to me that, if our people need better
pensions, we should be proud to be associated with the provision of such better
pensions. In my opinion, the getting of better pensions for our people is and
must be essentially a political question and we should not get pensions only
when we are told we should get them by a group of authoritarian actuaries.

Mr. AIRKEN: Mr. Basford is thinking of the six buck boys.

Mr. KIRRKLAND: Being merely an actuary, not intending to inform poli-
ticians what they should do, I can merely say that we are concerned in this
matter not with present politicians for whom I have the greatest respect
but with an unknown generation of future politicians at every level of govern-
ment.

Mr. Basrorp: I will answer that by saying that while you might not be
an economist you are an actuarial politician.

Mr. KNOowWLES: You are both diplomats.

Mr. KIRKLAND: I am Irish, Madam Chairman, and that helps.

The CHAIRMAN (Hon. Mrs. Fergusson): As there are no further questions,
on behalf of the committee I would like to thank you, Mr. Kirkland and Mr.
Funnell, for making this presentation on behalf of your organization. You have
brought to us some new and interesting ideas and suggestions which certainly
will receive the serious consideration of the committee. .

Mr. KirRKLAND: Thank you.
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APPENDIX A23

THE CANADIAN LIFE INSURANCE OFFICERS ASSOCIATION
302 Bay Street, Toronto 1, Canada

January 18, 1965.
Mr. A. J. P. Cameron, M.P., Chairman,
Joint Parliamentary Committee on the
Canada Pension Plan,

House of Commons,
Ottawa, Ontario.

Dear Mr. Cameron:

The following is the information concerning Chart 1 in our submission
that was requested during the hearing on January 13th.

Question 1: Why were the supporting figures not provided?

Answer: The supporting information was omitted from the submission
in the interest of brevity. We had it available at the hearing.

The gross national product figures were taken from the national accounts
in the United States and Canada for the first two quarters of 1964 which were
available to us when the submission was prepared. Population as at mid-1964
was used. The resulting per capita G.N.P. figures per month are $265 for the
United States and $195 for Canada. The third quarter national accounts have
since been released and for both countries are higher than these figures but
the basic relationships depicted in the Chart would be unchanged.

More than 209 of the population of the United States now age 65 and
over does not receive any benefit under the graduated benefit program which
has been operating for more than 25 years. We understand that a decade or
more hence this percentage will be smaller but still significant in size. Not-
withstanding this, the minimum benefit shown for the United States in the
Chart is that proposed for Social Security. Aside from this comment, we be-
lieve the footnote to Chart 1 adequately describes the benefit information
provided in the Chart.

The following table shows the supporting information in full:

PROPOSED GOVERNMENT RETIREMENT BENEFITS AS A 9% OF
CURRENT PER CAPITA GROSS NATIONAL PRODUCT

% of per capita

Monthly Benefit G.N.P. per month
Single Person
M maratme T AL R A S b $ 42.00 16%
Canada Eat 53 S R I R AT 51.00 26
Canada (ab. 70). 1 s 0L otRE b Wi TS 75.00 39
0 5T e D 0. WS S i B S T B 143.40 54
Canada (at 65) 155.17 5104.17 4+ 51.) 80
Canads (ot 70) st a8 dbh bty vl s 179.17 (104.17 + 75.) 92

Each Person in a Married Couple
(One Getting Graduated Benefit)

42. + 21.
M= BAL s s e L R DT S ek $ 31.50 A 12%
Canada (a65)8sas! Lpges Sk ot 102.00 (51. 4 51.) 26
Canada @b T0) 0 s dt i isssees 150.00 (75. + 75.) 39
143.40 + 71.70
NEsmum—I1. 8. Al Lt B s N B Tl 107.55 | ——m8 ™ — 40
2
104.17 + 51. + 51.
Canada (8t :88) L L LB E e 2V IS 0L 103.08 <———-——-—) 53
2
104.17 4 75. + 75.
Canads: (&t 70000 R b0 oo b ek dhsads 127.08 (——) 66
2

21757—63%
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January 18, 1965.

Question 2: Why is there no date attached to Chart 1?

Answer: We believed that no elaboration on paragraph 18 and the heading
and explanatory footnote of the Chart was necessary.

Question 3: Is it correct that Chart 1 applies to the year 1976 or later?

Answer: It is proposed under Bill C-136 that the $51.00 Old Age Security
benefit be available in Canada for persons at 65 commencing in 1970 (Pro-
ceedings No. 2, page 79). The $75.00 0Old Age Security benefit is available now.
The maximum benefit shown in the Chart for Canada would be available in
1976 or later.

The minimum benefit under the United States Social Security would be
immediately available, we believe, if and when the proposed change in the
program discussed last summer is put into effect. Since the U.S. benefit calcula-
tion is based on wage records back to 1950 excluding five drop-out years
(Proceedings No. 3, page 149) and since the maximum benefits of $143.40 and
$107.55 shown above would be based on the fourth change in the pensionable
earnings maximum since 1950, it would be a number of years after 1976 before
U.S. beneficiaries would qualify for those maximum benefits.

Question 4: If so, did the Association project both gross national product
and total population for Canada and the United States for the next ten years?

Answer: Yes. The following is he information on per capita G.N.P. per
month for the year 1975 which we had available at the hearing.

For Canada, using a G.N.P. of $88 billion (Proceedings No. 8, page 421)
and population figures of 23,553,000 and 25,543,000 from the Actuarial Report
(Proceedings No. 10, page 513) we obtain figures of $311 and $287, respectively,
for per capita G.N.P. per month. For the United States we used three pro-
jections in Study Paper No. 20, 1960, issued by the Joint Economic Committee
of the United States. Since the U.S. projections were in constant dollars, we
adjusted for prices using the same assumption as in the Actuarial Report
(Proceedings No. 10, page 496). The three projections of 1975 per capita
G.N.P. per month for the United States were $468, $424 and $391. We then
related the monthly benefit figures shown in the answer to Question 1 to these
denominators with the following results:

PROPOSED GOVERNMENT RETIREMENT BENEFITS
ABOVE AS A % OF 1975 PER CAPITA G.N.P.

High Est. Med. Est. Low Est.

Single Person

MR T B o s e areoe stormils e o d s s st 9 10 11
Gankda (b B0 e il st b s 16 18
Capada (et 0 h Gl bng 8 33, 08 DN G 24 26
Maxianaa T B i S b s e 4 e 's 31 34
Eanada (REDY L. . 5 et ot e 50 ?5’1
G 3 DWES A () I MU U A R 5 et 58 62

Each Person in a Married Couple
(One Getting Graduated Benefit)

Mo B e L T N T i i e 7 1 8
Rt 05 o i s oo s et s 16 18
CanAdIRE D) o o hien s N e e 24 26
Maxitaum—EI8, A S e s s o oo sls s /vie s o' e a8 b s 23 2
EanadaTonifhy Sroe il Bl S U o b 2 33 ? gg

(87577 CWE A R s . S Lol N 41 44

.
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Question 5: Has it been assumed that the husband and wife are the same
age in Canada?

Answer: As the footnote to the Chart states, it is assumed that in the case
of the Canadian couple both husband and wife took the Old Age Security benefit
at the same age; this does not necessarily mean that they were born in the
same year.

Question 6: Has this also been assumed for the husband and wife in the
United States?

Answer: It is assumed that both took the benefit at age 65 or over; this
does not necessarily mean that they were born in the same year.

Question 7: Is the Association aware that the average age of wives is
generally two or three years less than the average age of husbands?

Answer: Yes.

Question 8: In paragraph 64, the Association assumed that a man age 65
had a wife age 63. Why was not this assumption made for Chart 1?

Answer: This situation was covered in the answer to Question 1 and, in
essence, in the Chart. If the Canadian wife is under 65 (or 70 as the case may
be) and the U.S. wife has not applied for her benefit, then the “Single Person”
benefits would apply.

Question 9: If it had been made for Chart 1, would not the percentage for
the married couples in Canada be reduced because the wife would not be
eligible for Old Age Security?

Answer: See the answer to Question 8.

Question 10: Considering the fact that benefits for wives are available in
the United States at age 62, would it not be correct to say that the percentages
for married couples in the United States as shown in Chart 1 would be lowered
if a more realistic assumption were made as to the age of wives compared to
husbands?

Note: We are not sure that we have correctly recorded the wording
of this question from Mr. Cashin’s list. We shall check it against the
transcript when it becomes available and if the substance of the question
is wrongly set out above, we shall supplement or modify the following
answer.

- Answer: The benefit available to the U.S. wife at age 62 is three-quarters
of the benefit she would get at age 65. It follows that where the wife took the
reduced benefit the percentages for each person in a U.S. couple would be lower
as Question 10 suggests.

As indicated in the answers to Questions 5 and 6, no assumption was made
in Chart 1 about the age of wives compared to the age of husbands.

Yours sincerely,
F. Dimock.
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APPENDIX A24

SUBMISSION BY SAMUEL ECKLER
OF
ECKLER BROWN & COMPANY LTD.

I. INTRODUCTION

Bill C-136 is a major social document, the implementation of which will
profoundly affect the well-being of every Canadian. Since an expert evaluation
of the Canada Pension Plan involves the skills of the economist, the social
worker, the politician—as well as that of the actuary—I make this submission
with some diffidence and yet with the hope that my comments will prove con-
structive in a small measure toward the development of a sound and adequate
system of social security for Canadians. I represent no one but myself and my
opinions do not necessarily reflect those of any of my clients nor of the actuarial
profession.

The contents of this submission can be classified into three parts: first, an
alternative to the earnings-related Canada Pension Plan; secondly, the diffi-
culties attendant upon a federalized earnings-related plan; and thirdly, an
examination of some aspects of Bill C-136.

II. AN ALTERNATIVE TO EARNINGS-RELATED PLAN

If the Canadian and provincial governments could be persuaded to reverse
gears and start afresh, a major modification in the OAS flat rate type of program
should be made and the earnings-related supplement omitted entirely. The
provinces should limit themselves to the regulation of private pension plans
and the establishment therefor of rules for minimum portability, disclosure
and solvency. The experience of the last twelve years has only reinforced the
arguments set forth by the joint parliamentary committee chaired by Senator
King and then Member of Parliament Jean Lesage in favour of a flat rate old
age security benefit and opposed to an earnings-related pension. The OAS type
has many advantages over a complex earnings-related plan but these impress
me as the most important of them: it is very economic to administer and easily
understood by everyone and it provides universal coverage and potentially clear-
cut fiscal arrangements. Perhaps we have lost our daring and become unduly
impressed with the conventional earnings-related type of state pension plan.
‘We pioneered twelve years ago in devising a plan that is now relatively generous
on a flat basis and have not given it a chance to work. It seems to me that with
the following major changes it could be made to work.

1. The level of benefits should be adjusted by some formula relating to the
basic general wage level throughout the country. Some consideration might be
given to the idea of William M. Anderson that the OAS payments should vary
by age in relation to the economic needs and resources of the various elderly
age groups.

2. The main argument against the flat rate benefit is that it does not take
account of the different earnings levels in various provinces and areas in the
country. If one is sufficiently concerned about this objection—I am not since I
would be inclined to favour a redundant OAS payment in small segments of
the Canadian community as a modest price to pay for the universality and
administrative economy of the OAS type of plan—the level of benefits could
be varied in relation to the periods of residence in any specific province during
the five or ten years preceding the attainment of minimum age for entitlement
to the OAS benefit. This would be a far easier administrative arrangement than
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the intricate record-keeping and expensive supervision of an earnings-related
plan.

3. Under the present OAS plan, a married couple with a five year age
differential—e.g. husband age 70 and wife age 65—receives $75 a month for five
years and $150 a month after they both reach age 70. This sharp increase in
benefits after five years will only infrequently coincide with the resources and
needs of the aged couple. Instead of the $150 payable monthly to a married
couple after both attain age 70, a formula could be devised to provide something
less—e.g. $125 per month—to a couple when the older spouse reaches age 70.
Again this would not be a serious administrative problem and would certainly
not require the type of record-keeping necessary for an earnings-related plan.

4. Actuarially reduced OAS benefits could be provided any Canadian over
age 65 who has completed the residence requirements. Although such an option
might require larger cash disbursements immediately, it would not necessarily
involve an additional real cost.

5. Disability pensions could be granted to all Canadians who have completed
the residence requirements, intially perhaps for disabilities commencing after
age 55. The disability benefit under the OASDI in the United States has worked
out better than many people expected. If a flat rate approach is used, there is
again no need for earnings records but only for an examination of the status of
the applicant at the date of possible entitlement to benefit. Similarly, flat-rate
widows’ and other dependents’ pensions could be provided subject to certain age
and residence requirements.

6. Projections of benefit payments for reasonably long periods of time should
be made regularly and disclosed to parliament.

7. Specific income for the OAS fund in the form of taxes or contributions
should be prescribed by statute on the basis of such long-range projections.

8. No major amendments should be made without prior actuarial and eco-
nomic studies.

III. FEDERALIZED EARNINGS-RELATED PLANS

The idea of starting afresh—I fear—is now an exercise in nostalgia. If the
Canadian consensus it that an earnings-related supplement is essential and that
the OAS type of plan is not sufficient by itself to resolve the basic old age and
other security needs of Canadians, then I like to think that it is still possible to
work out a national plan and not a fragmented series of provincial-federal sup-
plemental plans.

The difficulties of fragmented provincial-federal pension plans are not suf-
ficiently appreciated. There is a fundamental difference between a pension plan
and other social security measures, such as hospital insurance and workmen’s
compensation. Under a pension plan, a Canadian will accrue benefits during his
working lifetime; and although the benefit payments will start at a definite date,
they will be related to his work period spent often in more than one province.
He does not build up the same accrued benefits under workmen’s compensation
or hospital insurance. In these cases the benefits and the liabilities are allocated
to the province where the accident or sickness occurs. The same analogy cannot
therefore be applied, as some have done, to accrued pension benefits. A state
pension plan is a social security program and should be on a national and not a
regional basis.

I am sympathetic with the desire of Quebec to run its own show and the
similar desire perhaps of other provinces. But surely these objectives could be
reached by developing a national earnings-related supplemental plan adminis-

" tered by a state agency representing the federal and provincial governments.
There is no reason as well why an accounting could not be maintained so that
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each province invests as it wishes the funds accumulated in that province. Such
a plan would be enacted not by the Canadian parliament alor_le but by some
joint measure of the provincial legislatures and the Canadlan' parliament.
Changes would then require unanimity among the provincial leglslature_s and
parliament. The fact that it is difficult to amend the plan might be attract;ve to
the representatives of the provinces and the country at'large but.only if the
initial plan is devised with sufficient foresight and flexibility to provide for ade-
quate old age security for a long period of time. ?

Is it too late now to persuade all the provinces to join a national plan and
avoid the separate plans now being contemplated?

IV. COMMENTS ON SPECIFIC PROVISIONS OF BILL C-136
1. Costs and funding.

(i) The size of the CPP fund is uniquely determined by the relation-
ship in each future year between the total income of the plan (con-
tributions and interest) and total outgo (benefits and expenses). A change
in any of these components in any future year will change the amount of
the fund. Accordingly, the size of the fund will be affected by many
factors including the benefit and contribution formulae, levels of con-
tributory earnings, the period over which benefits reach full maturity
(which is now ten years), various actuarial, economic and demographic
factors such as family composition, rates of mortality, fertility, disability,
retirement, interest, unemployment, participation, ete.

(ii) The difficulty of estimating many of these factors for even a
relatively short period of time leads me to prefer a projection for a
period of about 25 years. A projection beyond that period is speculative
and perhaps even deceptive.

(iii) I favour neither pay-as-you-go nor full reserve financing for
the CPP and the OAS plan. Pay-as-you-go financing would involve too
frequent changes in contribution levels which might be administra-
tively and politically awkward and would necessarily lead to fiscal
irresponsibility. Full reserve financing would probably require an un-
necessarily long period for the benefits under the plan to reach full
maturity and a gigantic fund which might be entirely impractical.

A projection of income and outgo of both the CPP and the OAS plan,
using a single set of the most realistic assumptions, should be made for
about 25 years. An average contribution level for the CPP and an aver-
age set of tax rates for the OAS plan should be determined on the basis
of such projections. This method would necessarily involve the accu-
mulation of a fund of moderate size.

The financing method suggested here is the same for all practical
purposes as that used for the CPP except that, with some modification,
it should be extended as well to the OAS component.

2. Self-employed. One of the reasons given in the Lesage-King report on
old age security in 1950 for favouring a universal flat-rate plan over an earn-
ings-related plan was the difficulty of covering the self-employed under an
earnings-related plan. I think the CPP is right in making the coverage of self-
employed compulsory but perhaps too optimistic that coverage and contribu-
tions will really be effective for this entire group.

3. The 12% floor. No contributions are to be made on annual earnings below
the floor which is defined as 129 of the ceiling—i.e. $600 at the outset. On the
other hand, the benefits are to be based on all earnings up to the ceiling includ-
ing earnings below the floor. There is much to be said for this idea. In effect, it
produces a graduated rate of contributions and exempts entirely the contribu-
tions for employees earning under the floor. In practice, however, I am fearful
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that it may become an administrative headache because of the large number of
refund cheques that will undoubtedly have to be processed and mailed each year
to contributors who have made overpayments. The same advantage could be
obtained by eliminating the floor from contributions and changing the benefit
from a uniform 259% of the adjusted wage to something higher than 259 of the
adjusted wage below the floor. Administratively, this latter method seems pref-
erable because the adjustment or calculation would be made only once in the
determination of the benefit and not literally hundreds of times as at present
in the determination of contributions.

4. Uncovered groups. The very nature of the Canada Pension Plan omits
large groups of the Canadian population from its full benefits. These groups
include the present retired population, Canadians who will be retiring before
1976 when the Canada Pension Plan reaches full maturity, those self-employed
who should but may not contribute to the Canada Pension Plan—and there may
be a large number of these—and those Canadians who for some reason or
another are not in the labour market, such as the disabled and the unemploy-
able. This major defect can be diminished by shortening the maturity period
and by enlarging the scope of the OAS plan.

Respectfully submitted,
SAMUEL ECKLER, F.S.A.
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APPENDIX A25

SUBMISSION BY THE CANADIAN MANUFACTURERS' ASSOCIATION

67 Yonge Street, Toronto 1, Ontario
December 21st, 1964.

PREAMBLE AND PHILOSOPHY

1. The Canadian Manufacturers’ Association welcomes the opportupity of
presenting its views concerning the Canada Pension Plan as set out in Bill
C-136.

2. The Association is a non-profit, non-political organization of manu-
facturers who, in 1871, first joined together to take concerted action on their
common problems and interests. The Association’s membership of over 6,000
is located in over 600 cities, towns and villages from coast to coast and pro-
duces about 75 per cent of Canada’s total manufacturing output. It may be
interesting to note that more than three-quarters of the Association’s member
firms employ less han 100 persons.

3. The Association is aware that in our modern economy various types of
protection are necessary to ensure continuance of some income when the bread-
winner’s earnings are cut off through unemployment, disability, retirement or
death. Much of this protection can be and is provided through private welfare
plans either on an individual basis or through group arrangements.

4. There are and will continue to be differences of opinion concerning
the type and extent of such protection. This is also true in the matter of the
share of protection costs to be borne by the individual, his employer and dif-
ferent levels of government.

5. The Association has long recognized there is a social cost of doing
business and its members are prepared to meet their fair share of this cost.
They do feel, however, that they should not be expected either now or in the
future to meet a disproportionate share. The Association strongly urges that
this be fully taken into account in any and all social legislation including the
very important question of timing, priorities and aggregate effects of a total
program.

6. The social costs of doing business are not likely to remain static but these
should not grow at a rate faster than the economy can effectively absorb. In
fact, they cannot grow faster without having a significant impact on the overall
well being of the nation and ultimately on the people they are intended
to help.

7. The Association holds the view that any government pension plan re-
quiring compulsory participation of employees must be on a shared cost or
contributory basis. This is a very important principle which has been advo-
cated by numerous representatives of government including the Right Hon-
ourable The Prime Minister. The Association is pleased to see this is one of the
elements or characteristics of the proposed Government Plan as set out in
Bill C-136. To preserve the contributory nature of the Plan it, of course, would
be necessary for employees to pay on their own behalf their full contributory
share. In any case, where this is not done the Plan would cease to be a con-
tributory plan because the contributory principle would itself have been
abandoned.

8. The Association fully realizes there is need for some level of retirement
income for the people of Canada. Its view therefore is not a question of whether
or not there should be pensions available but rather what kind, how much,




CANADA PENSION PLAN 1417

when and on what basis as well as from what source or sources. It is within
this framework the Association presents its views.

9. At the very outset it should be made abundantly clear that the As-
sociation declares itself as supporting the principle of uniform pension legisla-
tion for the people of Canada. It does, however, feel compelled to register its
disappointment that negotiations between and among the federal government
and provincial governments has failed to produce a single plan in which all
provinces would participate. The Association is so concerned with this un-
satisfactory result that it strongly urges further negotiation in which all prov-
inces would participate and hopefully arrive at a common understanding and
a single plan.

10. It is the firm position of the Association that differences should not exist
between and among provinces in the type, extent of coverage, administrative
interpretation and application. In these circumstances and having regard for
economy of operation, facility of administration and anticipated public accept-
ance the objective must surely be a single plan centrally administered.

11. It must be recognized that it is both appropriate and desirable for
pensions to be provided through private sources as well as government sources.
On this basis governments should not pre-empt the field either by legislative
action or by providing a level of benefits that would have a similar effect.

12. It is suggested the function of government in this field is to provide
basic pensions and the function of private plans thereafter is to provide such
variable supplements as equity for all employee groups may suggest and as
the means of employers and employees will permit.

13. The benefits of the proposed Canada Pension Plan stretches the concept
of a “basic pension” to its full limit and when added to the Old Age Security
benefit goes somewhat beyond what the Association regards as basic.

14. The Association is very concerned that the Canada Pension Plan
function efficiently. Its concern is reflected in the suggestions it offers, some
of which are to relieve anticipated administrative difficulties and others represent
changes in substance and concept.

FUNDING

15. To some extent funding is an expression that lacks precise definition.
1t is loosely used in connection with pensions but for purposes of the Association’s
submission is intended to mean the accumulation of funds at calculated rates
to ensure solvency. It is, of course, recognized that there can be and are
various degrees or levels of funding both with respect to amount and timing.

16. The Association takes the position that the Canada Pension Plan as
presently proposed provides for too high a level of advance funding. This
will result in accumulation of an unusually large pool of finds which apparently
will be diverted for use in provincial and municipal works projects of one kind
or another.

17. The Association supports advance funding of private plans because
there is no guarantee the employer will continue in business and always earn
enough money to pay private pensions out of current earnings. This view does
not extend to a pension plan which is underwritten by taxing authorities such
as provincial or federal governments. In such cases the need for a high level
of advance funding is virtually eliminated or substantially reduced. In this
respect the need is limited to a modest stabilization fund for emergencies and
contingencies. For these reasons the Association suggests what is sometimes
referred to as pay-as-you-go basis. On this basis the proposed wage rate tax
or input should be reduced to reflect this change for both the employee and
the employer at least during the early years of the Plan.
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18. The Association draws attention to the fact that the flat rate Old Age
Security benefit is a non-funded plan which is frequently referred to as pay-
as-you-go. While the method of financing is different from that p}*oposed in
the wage related benefit, the principle of being unfunded is recognized.

19. In earlier public statements the Minister of Health and Welfare has
declared in favour of a pay-as-you-go plan although manufacturers have not
yet been made aware of the reasons for scrapping this so-called pay-as-you-go

approach.
ENTRY AGE

20. For a number of reasons including the benefit formula.the eptry age
of 18 is important. This matter has been the subject of mU}c'h serious discussion
by the Association because of the effect it will have on participation and benefits.

21. While a good case might be made to raise the entry age to 21, this is
not being urged at this time. The Association would not object, however, to
the entry age being raised to 21.

22. The Association believes young people should be encouraged to continue
their schooling, at least up to their natural capacity for learning. For this
reason it is suggested that provision be made to exempt persons who are 18
or more years of age but less than 25 years of age who are in full time
attendance at a school or university as may be defined by regulation, having
been in such attendance substantially without interruption as defined by
regulation since they attained 18 years of age.

23. This suggestion will provide some relief to the student who otherwise
will have used up most if not all of his 10 per cent exemption for low earning
years before he can enter the work force on a regular basis.

YEAR’S BASIC EXEMPTION

24. The Association is aware that the purpose of the exemption is to vary
the cost for an individual in relation to earnings. Initially this exemption
would be $600 based on 12 per cent of $5,000. This is of real concern to manu-
facturers for a number of reasons including administrative difficulties it will
create. It may also be a source of administrative difficulty for the government.

25. The Association dees not have data to identify or support projections,
nevertheless it believes that refunds over a period of time will be counted in
the millions. In its view the clerical and administrative work involved will
be out of proportion to the benefit involved.

26. Section 39 of the Bill appears to contemplate refunds to employers
and employees. It certainly is not clear which employer would be credited
where an employee changed jobs a number of times during a year.

27. Many people whose earnings are below $600 annually are the very
people who need the benefit most.

28. The Association strongly urges the elimination of this $600 exemption.
In doing so it requests that the wage rate tax be adjusted downward to reflect
fully this change, since the tax would apply against a wider range of earnings.
The Association recommends further that for those persons who earn less
than $600 in any one year a standard benefit unrelated to contributions be
incorporated into the Plan. Specifically, we suggest that such persons should
not be exempt from the status of contributors but should contribute on the
basis of their actual earnings matched by equal contributions by their em-
ployers. We would regard all contributors earning less than $600 per year
as belonging to one category which should be entitled to 25 per cent of $600,

that is, $150 per year by way of benefits on the present Maximum Pensionable
Earnings of $5,000.

VNN g Y
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ESCALATION

29. The Association recognizes that pension benefits cannot remain at the
same level forever, but it does not support precommitted increases based on
an index as proposed in Bill C-136. Even with the intended safeguards it will
feed on itself since the increased costs will in most cases have to be passed
on to the consumer. Furthermore this is bound to raise questions of equity
in all other types of pensions including disability, workmen’s compensation
and private plans. It will impact also on civil servants’ pensions and perhaps
members of parliament.

30. Experience during the war years with the War Time Cost of Living
bonus demonstrated clearly the pressure such automatic increases generate.
In that case it was necessary to abandon the principle because of the pressure
against prices.

31. The Association believes review periods would be necessary but these
might be spaced at reasonable intervals of not less than five years. They should
not be dealt with by the government as a matter of political expediency but
on the basis of equity consistent with the ability of the economy to cope with
the extra costs.

RETIREMENT BEFORE AGE 65

32. While age 65 is generally accepted as the normal retirement age for
employed persons there are many instances of retirement prior to age 65.
Such early retirements may be prompted by an employee’s desire to leave
the work force at an earlier age, or a physical inability to meet the demands
of his job as he grows older, or in some cases, by what might be termed
technical obsolescence.

33. The Canada Pension Plan as presently proposed, occasions a sub-
stantial loss of pension benefits to those who retire early. For example, a par-
ticipant age 45 at the effective date of the Canada Pension Plan has a primary
contribution of 20 years. If he leaves the work force at age 60, his productive
earnings stop at that point, but his benefits will nevertheless be based on his
earnings from age 45 to age 65. The years from age 60 to age 65 when he is
no longer working or earning, are included in the calculations which determine
his pension benefit. As a result of averaging his actual contributory earnings
over an 18 year period (20 years less the 10 per cent provision), rather than
a 15 year period, the participant would receive a pension benefit substantially
less than would have been the case had he worked until age 65. In addition,
of course, the benefit would not commence until five years after his actual
retirement, that is age 65.

34. The Association strongly recommends that in addition to the present
permissible exclusion of 10 per cent of contribution years, Bill C-136 be
amended to provide that a participant who withdraws from the work force
prior to age 65, will have his pension computed on the basis of average earnings
to the date of such withdrawal.

35. It is further recommended that in the case of early retirement, be-
tween age 60 and 65 as defined, the participant be given the option of receiving,
immediately upon retirement, the actuarial equivalent of his age 65 pension
entitlement including the Old Age Security benefit reduced on a like basis.

POST RETIREMENT EARNINGS

36. The amount of annual earnings permitted without penalty in the
benefit at retirement before age 70 is inadequate. It should be remembered
all employees will not qualify for the maximum benefit under the Plan.
Many such people will need to supplement their pension by earnings from
employment.



1420 JOINT COMMITTEE

37. Presumably the main purpose of this limit is to determine at what
income level a person is retired for purposes of the Plax}.

In the view of the Association this limit should be increased to a more
realistic amount. For this purpose it is suggested 25 per <_:ent' qf.the Year’s
Maximum Pensionable Earnings would be more in line Wthl:l initially would
be $1,250 annually. The same rate of penalty could be applied up to $1,500
and beyond. That is, calculated on the same basis.

INCOME TAXES

38. A number of public statements have been made by represent'atives of
government to the effect that all contributions to the Canada I?qnsmn Plan
would be exempt from income taxes. This is important and provisions shquld
be made to accommodate this in appropriate acts. The employers’ contributions
to the Canada Pension Plan should be an allowable business expense over
and above present allowable limits.

39. The Association is pleased to see some provision is made to include
benefits for widows, orphans, disability and widower’s disability. 'It is suggested
that disability benefits should be exempt from income tax as is done in the
case of workmen’s compensation and insured disability benefits.

CONCLUSION

40. It is not the purpose of the Association to indulge in or present a dis-
course on economic theory. The Association is, however, aware that honest
differences of opinion exist among economists and others concerning the effect
of such an important transfer of funds from the private to the public sector
of the economy. Differences of opinion also exist with respect to the effect of
the large pool of funds to be accumulated if the Plan remains in its present
form. These opinions vary from serious consequences to virtually no significant
effect. At the one end of the scale there are those who contend it would inhibit
capital formation because of diversion of funds. There are those who foresee
lowered interest rates which would attract capital expansion and, of course,
those who believe the lower interest rates would be less attractive to foreign
money which is very much needed for full expansion.

41. The position of the Association is that many of the apparent risks are
identified with the rate of accumulating the pool of funds. These risks could be
eliminated or at least reduced by a course of action that avoids such a high level
of accumulation. In other words “pay-as-you-go”.

42. There are more than 2,000,000 people in Canada covered by private
pension plans. Many of these are employees of manufacturers. It is natural
then, for manufacturers to be concerned with integration of the proposed Canada
Pension Plan with existing private plans. This is a complex situation requiring
considerable thought and in many cases actuarial advice. Most manufacturers
cannot afford to pyramid Canada Pension Plan benefits on top of existing

" private plan benefits. Indeed there is considerable doubt the economy could
at this time stand such a course of action if generally practiced.

43. The White Paper concerning the Canada Pension Plan indicates clearly
there will be problems of integration. The government wisely has provided for
freedom of action in this respect. This freedom is essential and must be retained
in whatever form the Canada Pension Plan is finally enacted.

44. The Canada Pension Plan, whatever its final form, will have an im-
portant effect on the lives of individual citizens, of employees, employers and
the economy as a whole. It is complex. It involves substantial sums of money.
It will take quite some time for it to be absorbed into a way of life. For these
and related reasons the Association strongly urges that consideration of other
social welfare schemes be delayed to a more appropriate time.

e SN
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SUMMARY

45. The main suggestions and recommendations of the Association’s sub-
mission are set out below. :

(1)

(2)

(3)
(4)

(5)

(6)

(7N
(8)
(9)

(10)

Further consideration and negotiations be undertaken to achieve
a single plan for all provinces, such plan to be centrally admin-
istered. (vide paras. 9, 10; page 3)

The high level of advance funding of the Plan be substantially
reduced to provide only such funds as will meet the requirements
of current pension benefits, together with a modest stabilization
fund for emergencies and contingencies. (vide paras. 12, 13, 15, 16,
17, 18, 19, 41; pages 3-5, 11)

Exempt students as defined. (vide paras. 20, 21, 22, 23; pages 5, 6)
Eliminate the Year’s Basic Exemption which initially would be
$600 and have first dollar coverage relying on the minimum entry
age to take care of young workers. (vide paras. 24, 25, 26, 27, 28;
pages 6, 7)

Eliminate escalation on pre-committed increases and substitute a
review period of five or more years. (vide paras. 29, 30, 31; page 8)
Change the benefit formula to avoid penalizing early retirement
which results from years of zero or low earnings. (vide paras.
32, 33, 34; pages 8, 9)

Permit optional retirement from age 60 with actuarial modifications
in benefits. (vide para. 35; page 9)

Raise the level of permitted post-retirement earnings without pen-
alty of reducing benefit entitlement. (vide paras. 36, 37; page 10)
Provide for both employee and employer contributions being exempt
from income tax over and above present exemptions. (vide para.
38; page 10)

Provide for disability benefits being exempt from income tax. (vide
para. 39; page 11)
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APPENDIX A26

SUBMISSION OF ALEXANDER & ALEXANDER SERVICES LIMITED
INDEPENDENT CONSULTING ACTUARIES

(January, 1965)

Alexander & Alexander Services Limited, which is one of Canad:a’s leading
firms of independent consulting actuaries, does not‘repres.ent .the 1ntere§t of
insurance companies, trust companies nor any financial institution. Our ch_er.lts
include the largest industrial concerns in Canada, tpgether with authorities
representing different levels of government, universities, sghool.bo.ards, etc.
The following Brief is submitted to assist the Joint Committee in its efforts
to discern and eliminate, or minimize, problems that may be created by the
form of Canada Pension Plan established under Bill C-136. We hope? thereby
to provide material that will ultimately act to the benefit of our clients and
their employees.

We also recognize that, as professional actuaries, we have a duty to the
community as a whole to protect the future against the possible ravages of the
present. We recognize that the C.P.P., once established, will most probably
represent a permanent feature in our economy and therefore we feel it merits
very critical examination at this stage.

Perhaps this Brief can be most helpful to the Joint Committee if we
start by setting out certain difficulties that the C.P.P. could cause and follow
this with suggestions of a practical and constructive nature as to possible means
of avoiding these difficulties. It is fully appreciated that any proposed solution
should not detrimentally affect the ultimate purpose of the plan.

As the Joint Committee may be aware, a very able Inter-Departmental
Study of the Quebec Pension Plan was published in April, 1964. The Study
was conducted by members of the Quebec Government Departments of Labour,
Industry and Commerce, Finance and National Resources. The Quebec Gov-
ernment’s Consulting Actuaries also assisted in the preparation of the Study.
It related to the plan before it was modified later that month in agreement
with the Federal Government. Re-reading this Study reminds one of the fact
that the present C.P.P. and the present Quebec Plan, are very similar indeed
to that proposed by Quebec prior to April, 1964. However certain changes were
made and we respectfully suggest that at least one of these changes has
created or magnified the difficulties we are about to draw to your attention.
We shall refer to this Study again.

We first set out a very brief description of each of the eleven difficulties
we wish to draw to your attention. This is followed by a reasonably full ex-
planation of each difficulty together with a solution, partial or otherwise, that
we respectfully submit for your consideration.

Description of Difficulties
1. Inherent instabilities associated with funding system.

2. Rising ultimate pay-as-you-go cost plus the continuing cost of Old
Age Security Pensions.

3. Too great an advantage to participants in the higher income brackets
by reason of the redistribution of income effected in their favour.

4. Difficulty of preventing a certain number of individuals who have
contributed to private retirement plans receiving a total retirement
income higher than their terminal salary.

5. Certain difficulties in connection with integration with private plans.
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6. Contributions by self-employed a problem when the pay-as-you-go
rates increase in the future.

7. Further integration difficulties when contributions are on a pay-
as-you-go basis.

8. Overall government benefits payable in Canada effectively in ex-
cess of those payable in the United States in 10 years’ time.

9. Plan out of line with certain features that have been tested and
proved by other countries.

10. Features of Plan that were the subject of unfavourable comment
in the Report of the Royal Commission on Banking and Finance
published in 1964.

11. Difficulties in the area of Union-Management negotiations likely to
be caused by Plan.

We should point out that it is reasonably certain that most of the above
difficulties will arise although there are some that are a matter of opinion
and, at this stage, it is not possible to make a categorial statement as to whether
or not they will have full effect. However, since each and every one of these
difficulties could arise, we feel they should be drawn to your attention.

The first of the above difficulties relates to a somewhat technical matter.
In order to explain this as clearly as possible the description covers several
sheets. Later descriptions are very much shorter, but we would recommend
that the first description be given special attention. It contains certain elements
that have a bearing on later parts of the Brief.

1. Inherent instabilities associated with funding system.

Lest it be thought from this description that we are in any way critical
of the Report submitted to you by the Chief Actuary of the Department of
Insurance, Mr. E. E. Clarke, we would take this opportunity to record that we
consider this Report to be representative of the highest standards of pro-
fessional actuarial work. It compares extremely favourably with the best
Reports made in connection with Social Security plans in other countries.

Mr. Clarke’s Report does not deal with difficulties that might arise out
of the Plan. However he covers fully the area assigned to him and provides
valuable figures relating to the actuarial operation of the C.P.P. in future.
His valuation was designed mainly to develop pay-as-you-go contribution
rates and not to draw conclusions from the results. For our part, the con-
clusions we have reached are partly derived from the Report so that, in effect,
we have endeavoured to take the matter a stage farther forward.

We would first explain briefly the meaning of certain funding (or financ-
ing) systems.

(i) Pay-as-you-go system

Contributions collected during a comparatively short period are
used for payment of benefits becoming due during that same period.
Any reserve is small and its only purpose is to avoid fluctuations in the
expected contribution rates.

Under this system the contribution rate increases gradually due to
the rising percentage of retired persons who become entitled to the
full pension. This increase will also be continued if there should prove
to be a gradual long-term increase in the proportion that the number
of persons over retirement age bears to the working population.

(ii) Full reserve system

This system involves the accumulation of large reserves sufficient
to guarantee continued payment of current pensions together with de-
21757—7



1424 JOINT COMMITTEE

ferred pensions earned to date by those still coqtributing. His _emPloyed
in the case of private plans where continuing membership is not
guaranteed. Typically a level rate of contribution, e‘xpr.essed as a per-
centage of earnings, is required together with. extra mltl.al contr.lbutlons
where the original members are granted pensions for prior services. No
government (not even Sweden) uses the full reserve system.

(iii) Mixed system

Any system between the pay-as-you-go and the full reserve systems
is a mixed system. Generally, the mixed system may be considered to be
composed of a pay-as-you-go system to which is added a reserve created
by the balance of contributions which have not been used for payment
of benefits.
(a) Mixed system designed for early conversion to pay-as-you-go

The second edition of the C.P.P. (as announced March 17, 1964) was
an example of this. The plan would have been over-financed as com-
pared with a pay-as-you-go plan for some 10 years and thereafter would
have reverted to the pay-as-you-go system.

(b) Mixed system designed for later conversion to pay-as-you-go

The present (third) edition of the C.P.P. adopts this forn} of mixed
system. The conversion to pay-as-you-go would seem to be likely a'fter
some 15 to 25 years depending upon government action in the meantime.

(¢) Mixed system designed to produce level contribution rate

In the case of a community with a stable age distribution where
prices and wage levels and interest rates are also stable, this system
would call for a contribution rate equal to the sum of the level contribu-
tion for a new entrant into the plan at the youngest age plus interest
on an item we may describe as “initial unfunded liability”. (This
effectively means the liability for those who are in the plan at its in-
ception to the extent that the new entrant’s level contribution rate is
insufficient for this group).

These conditions are not likely to apply in Canada. The population
is growing, the age distribution is changing, prices are unfortunately
rising—but so, to a greater extent, are wages. Nevertheless it is still
possible to determine a contribution rate that will take these factors into
account and will enable a Mixed System to be adopted that has been
designed to produce a level contribution rate for 30, 40 or more years
into the future.

The Quebec plan, prior to the April, 1964 change, was essentially
based on such a system and the validity of the basis and actuarial cal-
culations was tested to ensure the contribution rate would remain level,
on reasonable forecast assumptions, for at least 50 years.

Let us now compare (iii) (b) with (iii) (c¢). We wish to draw to your
attention that the “Mixed System designed for later conversion to pay-as-
you-go” places great responsibility on future governments. And here we refer
not only to future federal governments but also to each and every future
provincial government. As has already been explained to the Joint Committee
by Mr. Thorson, a province setting up its own plan initially is required to
provide comparable benefits but not necessarily comparable contributions nor
investment administration. Furthermore it has also been made clear that such
a province could thereafter deviate from the federal plan even as regards
benefits; it could do this at the expense only of the possible withdrawal from
certain agreements with the federal government relating to the refunding of
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overpayment of contributions, the sharing of costs of benefits in certain cases
and items of a similar nature.

However the main point is that provinces who set up their own plans may
change contribution rates, and, of course, the federal government may change
contribution rates subject to the required period of notice and required pro-
vincial agreement. Indeed this is to be expected in the very nature of the
funding system adopted. Unfortunately this form of Mixed System in itself
sets no guide lines and imposes no discipline on the authorities. Under the
pay-as-you-go system the contribution rate is fixed by the system. Under the
Mixed System designed to produce level contribution rates (the original Quebec
system) the very nature of the system will tend to compel future governments
to adhere to the guide lines initially established. But under the present C.P.P.’s
form of Mixed Funding it is not possible to define what contribution rates
apply after, say, 10 or 15 years nor when the system will be converted to the
rising pay-as-you-go system. The Chief Actuary in his report has wisely
avoided making recommendations in this respect. The matter is essentially a
political question.

Perhaps we should look to other countries to find out how this problem
has been faced. Unfortunately no other country has, so far as we have been able
to determine, ever adopted this particular form of mixed funding (i.e. designed
for later conversion to pay-as-you-go). The U.S. system was of the type
designed for early conversion to pay-as-you-go and the Swedish system is,
according to Professor Lundberg! funded as to “an arbitrary part of it. It has
no actuarial thinking behind it at all. It is just (funded as to) the part we
thought sufficient for compensating potential loss of savings.”

In any event one would suppose that a socialist government as is found in
Sweden would be willing to keep pensions and contributions more in the hands
of future politicians than the Canadian government—especially when it is
remembered that both federal and provincial governments are concerned in
Canada.

Accordingly we present as a difficulty, the fact that there are inherent
instabilities associated with the funding system. The operations of the plan
will be very dependent on future actions of future governments. The matter
could be a recurring election issue both at the Federal and Provincial govern-
ment levels. To take the matter further, we could consider the case of one of the
provinces whose needs for investment in government projects do not require the
fund created by the C.P.P. Such a province might consider establishing its
own plan with comparable benefits but funded throughout on a pay-as-you-go
basis. For many years into the future—and probably indefinitely—the members
of that province would have made lower contributions to the provincial plan
than other Canadians had made to the C.P.P.

Perhaps we should also point out that the very existence of the arbitrary
fund under the proposed form of Mixed System, the existence of which is
not essential to the working of the plan nor to the continuation of the loosely
defined progress of future contributions, may in itself represent a danger.
Consider the temptation to future election candidates to promise immediate
benefit improvements “at no additional cost” once it is realized that the effect
on contribution rates would be felt only after several years.

Recommended Solution
(i) Tests indicated that the restoration of the original transition
period of 20 years, which was a vital part of the original Quebec plan,
will effectively alter the funding system of the C.P.P. to the “Mixed
System designed to produce a level contribution rate”. The danger of

—_—

@ Professor Erik Lundberg, who assisted in the establishment of the Swedish plan, made this
statement in evidence before the Porter Commission.
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the above mentioned difficulties arising would then be much less. The
plan would be known to be one requiring a level contribution and action
by future governments would have to be along well defined lines if this
important feature of the plan was to be preserved. :

(ii) To make the matter of the future operation of the plan even
more secure, a system could then be developed that will permit con-
tracting out by Employers providing equivalent or better benefits. This
would provide a further stabilizing effect on the plan.

Both these solutions will be discussed in greater detail later in this Brief.

2. Rising ultimate pay-as-you-go cost plus_the continuing
cost of Old Age Security pensions

The Quebec Study mentioned above examines the effect of reducing their
original 20 year transition period to a 10 year period. They came to the conclu-
sion that a 10 year transition period “burdens future generations with a dis-
proportionate portion of the cost of this project”.

An examination of the Actuarial Report dated November 6, 1964 of the
Chief Actuary provides what we consider to be a very reasonable estimate of
the range within which the ultimate pay-as-you-go costs may lie. In the
absence of any ground rules being laid down as to when the conversion to pay-
as-you-go will take place, at this stage it is not possible to do more than
observe that the pay-as-you-go rates are likely to have to apply at some future
date, and that when they do we are likely to be faced with a period of rising
pension plan costs.

The extra costs will fall on future generations and one wonders whether
the difference in pensions payable under the C.P.P. to those now between ages
45 and 65 justifies this extra burden on future generations.

Recommended Solution

Again it would appear that a reversion to the original 20 year maturity
period as proposed under the Quebec plan would help considerably in removing
this difficulty. The far greater likelihood that contributions under the C.P.P.
will remain constant into the future would bring about, in our opinion, a
better compromise between some degree of supplementation for those close
to retirement on the one hand and fair treatment for future generations on
the other.

Note: We have carried out some approximate calculations to determine the
percentage of earnings represented by payments of the Old Age Security pen-
sion. We have expressed the cost of the O.A.S. pension as a percentage of con-
tributory earnings as defined under the C.P.P. We find that this cost represents
approximately 7% of contributory earnings rising ultimately to possibly
10% of contributory earnings. These costs are in addition to the contributions
required under the C.P.P. and are based on the assumption that the O.A.S.
pension will not be increased in future apart from increases due to the effect
of the pension index. These approximate percentages become 539% and

3% respectively when related to all earnings up to the contributory earnings’
upper limit (but excluding persons earning under the contributory earnings’
lower limit).

3. Too great an advantage to participants in the higher income
brackets by reason of the redistribution of income
effected in their favour

Let us assume that two participants, A & B both aged 55 on January 1,
1966, qontrﬂpute continuously to the C.P.P. from that date to the commencement
of their retirement pension on their 65th birthday. The income of contributor
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A is $2,000 per annum and that of contributor B is $5,000. We have assumed
that both are single men, although, in fact, the redistribution effect is greater
in the case of married men.

The following table shows the effective redistribution of resources as
between the lower paid and higher paid examples.

Amount Value at age 65
Contrib- Yearly Contributory Yearly of yearly Redistribution
utor income income contribution  pension Contribution Benefit of resources
$ $ $ $ $ $ $
A 2,000 1,400 25.20 500 308 5,045 4,737
B 5,000 4,400 79.20 1,250 970 12,612 11,642

The table shows that in the case of contributor A the value at age 65 of
the retirement pension exceeds the value of his contributions by $4,737. In
the case of the higher paid contributor B, the redistribution is no less than
$11,642.

This feature was strongly criticized by the Committee responsible for the
above mentioned Study and we must agree that it would seem desirable to
avoid, if possible, any feature of the plan that appears to provide most where
it is least needed.

Recommended Solution

The solution to this difficulty proposed by the Committee mentioned above
was that the transition period under the plan should be at least 20 years. We
have examined this and find that, in terms of dollars, the longer transition
period does reduce the difference between these two cases considerably. The
results of our calculations for a single man are shown below.

Amount Value at age 65 e
Contrib- Yearly Contributory Yearly of yearly e Redistribution
utor income income contribution  pension  Contribution  Benefit of resources
$ $ $ $ $ $ $
A 2,000 1,400 25.20 250 308 2,522 2,214
B 5,000 4,400 79.20 625 970 6,306 5,336

4. Difficulty of preventing a certain number of individuals who
have contributed to private retirement plans receiving a
total income higher than their terminal salary

In order to illustrate this difficulty perhaps we may take as an example the
case of the Public Service Superannuation Act pensions. Pension plans of this
design are found not only in the case of both federal and provincial civil
servants but also schoolteachers, certain universities and, to a lesser extent, in
industry.

Whatever form integration may take in the case of these plans, we under-
stand that it will almost universally be provided that pension credits already
earned on service up to the commencement of the C.P.P. would not be affected.
The example we give below is based on an example contained in the Quebec
Study mentioned earlier.

Let us assume the employee in question has completed 35 years of service
and is 55 years of age on the effective date of the C.P.P. Let us assume his
salary at that time is $5,000 per annum and let us assume that both his salary
and the contributory earnings upper limit of the C.P.P. remain constant for

10 years.
21757—8
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Let us also assume that the Old Age Security pensiox} Izemains unchanged
during that period except that he will be able to receive it in the form of $51
per month (or $612 per annum) commencing at age 65. g ;

The employee in question will receive, at age 65, a total retirement income
of $5,362 per annum, i.e.

(a) The anticipated Old Age Security pension of $612 per annum: and

(b) a pension of $3,500 per annum from the P.S.S. account: and 7

(¢) a pension of $1,250 per annum from the C.P.P. (25% of his adjusted
income).

The Committee carrying out the Quebec study expressed the opini'on ’.chat
such situations should be avoided, especially since the amount of contributions
paid by and on behalf of such a worker to the .government plan would be much
less than his benefits. We agree with this opinion.

Recommended Solution

If the transition period is restored to 20 years, as prm_rided under the original
Quebec plan, then the above employee’s total retirement income becomes $4:737.
Although this is still at a very high level in relation to tI}e emplqyee’s earnings,
it is less than in the case where a 10 year transition period applies.

5. Certain difficulties in connection with integration with private plans

It is recognized that the federal government has no jurisdiction over private
plans and that government control of these is in the hands of the provincial
governments. It has been maintained that private plans represent contractual
obligations and are therefore purely matters to be settled between employers
and employees. Nevertheless we would be surprised if the provincial govern-
ment’s legislative powers in this respect were not fully as effective as the cor-
responding powers of the United States federal authorities over pension plans
in that country.

We feel we should point out that in the United States the question of
integrating private plans with the government plan receives a great deal of
direction from the government and we believe members of the Joint Committee
will be surprised to learn that it is an extremely complicated matter in the case
of some private plans in the United States to comply with the regulations of
the government of that country. A very involved set of formulae have been
devised by which the federal authorities test whether or not they will accept any
particular form of integration and this takes into account even such apparently
unrelated items as the exact form of early retirement benefit granted and the
percentage that disability pensions bear to regular pensions.

We mention the above in order to draw attention to the fact that, whatever
attitude the government may at present take in the question of integration,
future governments may formulate their directive policy along similar lines
to that now applying in the United States. Before many years we may find that
in Canada either the federal or provincial governments are directing the form of
integration as applies today in the United States.

Nevertheless, at the present time, the federal government disclaims any
responsibility for providing guidance or direction in the field of integration.
We accept this fact but we urge the government to recognize that integration
of private plans with the C.P.P. is necessary in most cases, and to consider ways
in which the problems of integration may be eased.

Our firms was represented on the Special Committee established by the
Canadian Association of Actuaries to study the question of integrating private
plans with the C.P.P. and it was the consensus of opinion of the members of
that committee that one of the main problems of achieving satisfactory integra-
tion centred around the 10 year transition period contained in the CPP.




CANADA PENSION PLAN 1429

The difficulty created by the 10 year transition period caused not only
problems demonstrated above in connection with the Public Service Super-
annuation plan, but also in connection with the integration for pensions earned
in the future.

Let us consider the case of an employee now aged 55 earning $5,000 per
annum or less, who in 10 years would be granted a pension under the C.P.P.
of 259 of earnings. The benefit he would earn for each year in the future under
the C.P.P. amounts to an annual rate of no less than 219% for each year of
future service. There are relatively few, if any, private pension plans that
provide so high a level of pension for each year of service so that, in many cases,
these employees may be taken out of the private plan as regards future pension
credits.

Recommended Solution

Again, the restoration of the original 20 year transition period as applied
under the former Quebec plan would avoid this difficulty. Other difficulties
of integration will remain but a change to a 20 year transition period would
represent a constructive modification of the C.P.P. that would ease the difficulties
of integration considerably.

6. Contributions by self-employed a problem when the
pay-as-you-go rates increase in the future

Under the C.P.P. self-employed persons will be required to pay the com-
bined contribution normally paid by the employee and employer. This would
seem to represent a reasonable arrangement while the contribution rate remains
at its initial level, but difficulties may result if this principle continues to apply
when contributions revert to the pay-as-you-go basis.

Under an earlier form of the C.P.P. this difficulty was realised and provi-
sion was made for self-employed persons ultimately to pay at a lower rate
than the combined employer and employee rate. So far as we are aware no
reference to this feature has been made with regard to the present edition of the
C.P.P. In any event we would point out that it may not prove satisfactory to
meet this difficulty by lowering the rate of total contributions to be received
in respect of self-employed persons as compared with employed persons. The
latter would effectively be subsidizing the former and this may cause objections
to be raised.

Recommended Solution

Again, the restoration of the original 20 year transition period as contained
in the original Quebec plan would effectively remove this difficulty. For a very
long time into the future the combined employer and employee contribution
would remain level and would represent a fair contribution to be required
from the self-employed.

7. Further integration difficulties when contributions are on
a pay-as-you-go basis

Under the Public Service Superannuation Act we understand that the con-
tributions will be reduced by the amount of the contributions diverted to be paid
under the C.P.P. it has therefore quite rightly been claimed that contributions
have been effectively integrated.

Bearing in mind that under the present form of C.P.P., contributions will be
altered, at a later date, to those calculated on the pay-as-you-go basis, we sug-
gest that some difficulty may arise thereafter in the effective integration of con-
tributions.

The need for the most complete integration between the C.P.P. and private

plans is increased by reason of the great difficulties that now exist when an at-
21757—8}
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tempt is made to integrate the Old Age Security pension and contributions with
private plans. We would advise the Joint Committee that this is rarely done in
private plans in Canada although, with the increasing size of the benefits payable
under O.A.S., it is perhaps becoming urgent that means of integration be found.

The difficulty in the case of the O.A.S. pension contributions (when con-
sidered in relation to a private plan requiring employee contributions) is centred
around the manner in which employees are required to contribute to the O.A.S.
pension. The rate of contribution is at the present time 4% of the first $3,000 of
taxable income. In other words contributions are made on a different basis from
that applicable under either private plans or the C.P.P.

So far as we have been able to determine, there is at present no intention to
endeavour to integrate the O.A.S. pension and contributions with the Public
Service Superannuation plan. We can certainly sympathize with those who may
have considered such an integration but abandoned it. Furthermore we agree
with the views expressed by the Committee preparing the Study mentioned
earlier in relation to the Quebec plan, when they state in relation to the O.A.S.
pension that “the existence of this measure hampers the drawing up of a com-
pletely unified general plan in Quebec”.

Recommended Solution

The satisfactory integration of contributions, so far as the C.P.P. is con-
cerned along the lines suggested in relation to the P.S.S. plan, will be possible
if the original 20 year transition period, as applied under the former Quebec
plan, is restored. The far greater likelihood that contributions will remain con-
stant into the future would largely avoid the difficulty in this connection.

8. Overall government benefits payable in Canada effectively in excess of those
payable in the United States in 10 years’ time

We can best explain this point if we take into account the possible increase
that may shortly occur in payments under the American programme. We may
then reasonably make comparisons of the position in Canada and the United
States in 10 years time on the assumption that wages and costs will remain stable
in the meantime. If in fact these do increase they will tend to affect the plans in
both countries to a similar extent. Thus the comparisons made below will still
be valid.

We have recognized the fact that the average retirement age in the United
States has varied between 68.0 and 69.5 and have made our comparison assum-
ing retirement at age 68. We have assumed that the wife will be 2 years younger
than the husband.

The following table shows the maximum rate of monthly government pen-
sion payable under these conditions to a single man and to a man and his wife in
both countries. (A single woman receives lower benefits in U.S.A. but not in
Canada.)

Single Husband

U.S.A. Increased Social Security now im- Man & Wife
PeRing 4. e R i B e TR $ 143.40 $ 215.10
Canada C.P.P. pension in 10 years (assuming
10 year transition period) ........ 104.17 104.17
O.A.S. pension (man age 68, wife
e T ) D B e R SRR S R R 65.40 Husband 65.40

Wife 55.80

Total government pension: ...... $ 169.57 $ 225.37

£ e,
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Recommended Solution

G

Again, the restoration of the original 20 year transition period would
correct the above as the following figures show:

Single Husband
Man & Wife
Canada C.P.P. benefits in 10 years

(20 year transition) $52.08 $52.08
O.A.S. pension (man age 68, 65.40 Husband 65.40
wife age 66) Wife 55.80
;
Total government pension: $117.48 $173.28
lq The above amounts payable under the Canadian government plans amount
f to 829 (single man) and 81% (husband and wife) of the corresponding pen-
sions payable in U.S.A. It is understood that average wages in Canada are
not as high as 819% of average wages in U.S.A. The relationship would seem

to be satisfactory and pensions payable in Canada for some time could not be
held to be exceedingly high in comparison with corresponding pensions in
U.S.A., provided a 20 year transition period is adopted.
It should be noted that the U.S. Social Security pensions in course of pay-
. ment are not automatically increased by a pension index as applies under
i the C.P.P. This feature of the C.P.P. adds 10% or 15% to the value of the
i pensions it provides.

9. Plan out of line with certain features that have been tested and proved
by other countries.

In the time available we have endeavoured to carry out a reliable study
of plans in certain European countries with particular reference to the transition
period adopted.

We believe it is correct to say that full benefits under the state wage-
related plan is granted only after the years shown below.

Country Transition period
HganEe -1, 0 R e e s e A el 30 years
: (3t 2hn webea vt (o Lol VS e S o e SN e A 1 45 years
b 1R T e ISR A T s e A S R e U AR 40 years
3 Trxern bupg) L R ol e R s S e 40 years
; INethenlarids /. Lori e e el e o ot L ialiss o o s b s wia 50 years
i SR T R R A S PR S ) 20 years
I e G T T Y L e e s ot s 3 h Ik e als 45 years

It should be remembered that many of the above countries were relatively
poorly served by private pension plans as compared with Canada. Some had no
universal old age pension in force when the state plan was introduced and yet
the shortest transition period is 20 years.

We should remember that it has been stated on good authority that “aver-
age benefits under private pension plans in Canada exceed those of any other
country.”? Taking all the circumstances of Canada into account it would
certainly seem that the C.P.P. is out of line with the plans of many other
countries in regard to the proposed transition period of 10 years, and on these
grounds alone the matter may require further thought.

M “Pension Plans in Canada” (Laurence E. Coward) page 91. The author of this particular
article was Mr. A. R. Hicks, Vice-President & Secretary of the Sun Life Assurance Co. of
Canada.
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As regards the United States social security plan, it must be admitted that '

it is possible for full transition to take place in 10 years. However, when the
United States plan was introduced there did not exist anything comparable
to our O.A.S. plan in that country. Furthermore private plans were then rela-
tively uncommeon in the United States.

Recommended Solution

The adoption of a 20 year transition period in the case of the CP.PR. wopld
be completely reasonable in the light of the policy adopted by other countries.

10. Features of Plan that were the subject of unfavourable cqmme'r'zt in the
Report of the Royal Commission on Banking and Finance published in 1964

In this Report it is stated “it is in fact almost certain that the financing
of a national pension scheme with relatively high benefit levels would result
in a substantial reduction in the funds available for investment in the mort-
gages, bonds and equities which the savings institutions acquire. A change of
this type in resource allocation in the economy and our financial arrangements,
might well take us into a new situation in which the experience of past market
developments would have only limited relevance... It might well lead to
increased reliance on investment by non-residents... An adequate level of
investment might place too heavy a demand on the economy’s physical resources
and intensify the difficulties of combatting inflation”.

Elsewhere in the report it is stated “there is also a limit to the amount of
supplementary private saving that one can expect if contributions to a national
scheme, whatever form it takes, absorb a substantial part of the current income
people are willing or able to devote to providing for the future: in such cir-
cumstances there is every reason to expect a sharp decline in other forms of
saving.” It should be remembered that the above remarks were written in rela-
tion to the second edition of the Canada Pension Plan, so that the report does
not deal with the economic implications resulting from provincial governments
having a captive source of finance, possibly at favourable rates, which we under-
stand some economists feel may incline them to spend very much more freely
than in actual fact they have in the past. It is felt by some that the availability
of funds is an open invitation to their expenditure.

Suffice it to say that some doubts have been raised by economists as to the
wisdom of government having control of such a large fund.

Recommended Solution

The only solution we can propose to possible difficulties in this connection
is along the following lines.

In spite of the apparently contradictory effect we would again urge that
the transition period be extended from 10 to 20 years. Without this the effective
part of the proposed solution could not be applied.

Having now established a plan operating effectively on a level contribution
for a very long period of years, it would be practical to adopt the same approach
as that employed by the British government in 1960.

As is well known to the Joint Committee the British government decided
to permit employees to contract out of the wage-related part of their national
pension plan. It is interesting to note that the British Labour Party supported
the Conservatives in this view.

It is fully realized that contracting out by employers might not be per-
mitted in some provinces but it is felt that provincial governments should be
free to make up their own minds in this respect. It is believed that there are
certain provinces where the raising of additional capital is of lesser importance
than in others, and that these provinces might wish to extend the privilege of
contracting out, at any rate, to certain of the larger employers in their area.
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Plans for provincial civil servants, schoolteachers and universities immediately
come to mind. However the matter could be extended further to include large

corporations. i
Further points in connection with contracting out are included in Appendix

1
11. Difficulties in the area of Union-Management negotiations
likely to be caused by Plan.

The additional costs to be borne by industry may be considerable when
the government plan is considered alongside the form of private plan now
being demanded by union. This situation is aggravated by the extra costs im-
posed by the regulations of the Ontario government. Coupling all this with
the potential costs that may arise through a Medicare programme makes it a
most regrettable fact that there seems to be so little acceptance amongst the
trade union movement of a need to integrate the government plan with any
private plan achieved through negotiations.

Recommended Solution

As has been suggested earlier, if the transition period under the C.P.P.
reverts to 20 years as under the original Quebec plan, it would seem to be
possible to make provision for employers to contract out of the C.P.P. in the
same manner as was permitted recently in Great Britain. It is suggested that
whether or not an employer does contract out of the C.P.P., the mere fact that
he has the right to do so should be sufficient to avoid the C.P.P. causing manage-
ment costly and far-reaching disadvantages in union bargaining. The C.P.P.
benefits would then be regarded, in a sense, as a substitution for a part of the
employer’s plan and unnecessary duplication of benefits would thereby be
prevented.

CONCLUSION

It will be seen that the eleven difficulties mentioned by us can be eliminated
or, at least, reduced to more reasonable proportions if
(i) The transition period is extended to at least 20 years, and if

possible,
(ii) provision is made for contracting out by individual employers
where this does not conflict with the policy of the province concerned.
(i) A transition period of at least 20 years will remove or reduce
the following difficulties:
1. Inherent instabilities associated with funding system.
2. Rising ultimate pas-as-you-go cost plus the continuing cost of Old
Age Security pensions.
3. Too great an advantage to participants in the higher income brackets
by reason of the redistribution of income effected in their favour.
4. Difficulty of preventing a certain number of individuals who have
contributed to private retirement plans receiving a total retirement
income higher than their terminal salary.
5. Certain difficulties in connection with integration with private plans.
6. Contributions by self-employed a problem when the pay-as-you-go
rates increase in the future.
7. Further integration difficulties when contributions are on a pay-
as-you-go basis. ‘
8. Overall governments benefits payable in Canada effectively in excess
of those payable in the United States in 10 years’ time.
9. Plan out of line with certain features that have been tested and
proved by other countries.
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11. Difficulties in the area of Union-Management negotiations likely to
be caused by Plan.

(ii) Provision made by contracting out by individual employers
will remove or reduce the following difficulties:
1. Inherent instabilities associated with funding system.

4. Difficulty of preventing a certain number of individuals who have
contributed to private retirement plans receiving a total retirement
income higher than their terminal salary.

5. Certain difficulties in connection with integration with private plans.

10. Features of Plan that were the subject of unfavourable comment in
the Report of the Royal Commission on Banking and Finance pub-
lished in 1964.

11. Difficulties in the area of Union-Management negotiations likely to
be caused by Plan.

It should be noted that it will be necessary to extend the transition period
to at least 20 years if contracting out is to be permitted.



CANADA PENSION PLAN 1435

APPENDIX I

PRIVATE PLAN COVERAGE IN CANADA

With reference to the statement that we hear so often that “only 309
of the Canadian population is covered by private pension plans” we feel that
Canada is being all too modest in describing its achievements in the field of
private plans in this manner.

In 1960 the 9,600 pension plans then in operation in Canada had a total
membership of 1,815,000, representing 349 of the non-agricultural labour
force. However a further 169 of the labour force worked for companies
who had set up pension plans but had not attained plan membership. Many
of these had not completed the necessary years of service nor attained the
necessary minimum age in order to join their employer’s plan.

Since 1960 the number of pension plans in Canada has increased from
9,600 to a 1963 figure of 12,000 (the present figure is no doubt higher again).
It therefore seems probable that, at the present time, approximately 609 of
the non-agricultural labour force are employed by employers who have set up
pension plans for their employees. It must be stressed that not all are, as yet,
members of their employer’s plan, but most of those at present excluded will
be able to join and derive a pension eventually.

Portability of pensions in private plans has, in the past, left something
to be desired but provincial legislation is being introduced that will correct
this. The Ontario Government’s recent Pension Benefits Act represents a start
in this direction and other provinces may follow their lead.

We feel that it will be most helpful to the Joint Committee if they were
able to determine the proportion of the labour force covered by pensions plans
in different are groups. They might well find that a relatively high proportion
of those covered are no wage 35 to 55. This would indicate that employees
who will benefit mainly from the Canada Pension Plan are those who are
most adequately covered by private plans. '

In order to provide some further indication of the statistics relating to
private plans we have taken the liberty of reproducing below a statement
provided by the Pension Commission of Ontario as at September, 1963. When
reading the following figures (or the figures given above for that matter) it
should be noted that cases providing for pensions through the medium of
individual Registered Retirement Savings Plan have mot been included. Nor
have figures relating to other individual pension contracts with insurance
companies and the Government Annuities Branch been included.

Pension Plan Coverage in Ontario

The Pension Commission of Ontario reports that 449, of the paid
workers in the Ontario labour force are members of pension plans.

A preliminary survey of 7,518 pension plans covering workers in
Ontario shows that there are 925,000 pension plan members and that
1,333,000 employees are working for employers who have a pension plan
or plans in effect.

This survey is based on Information Returns filed by employers
under The Pension Benefits Act which relate to the pension plan coverage
on September 1, 1963. Membership of the pension plans of the federal
government and its agencies is included through the courtesy of federal
officials in supplying similar information. Care has been taken to remove
duplication where an employer operates more than one pension plan for
his employees.
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The above figures should be related to the number of paid workers
in the Ontario labour force plus the number in the Armed Forces in
Ontario, that is, to 2,104,000.

In Ontario, therefore, 639% of paid workers were employed by
employers who had a pension plan in operation and 449 were members
of these pension plans. The latter figure compares with 349% coverage
for all Canada in the year 1960 as shown in the Dominion Bureau of
Statistics survey of “Pension Plans Non-Financial Statistics”.

Considering male employees only, it is found that almost half are
members of private pension plans.

Pension plan coverage in Ontario—September 1963
(number of persons in thousands)

Males Females Total
(1) Working for employers with pension
plans’ in effect i bl g e 958 375 1,333

(2) Members of pension plans ........ 713 212 925

(3) Labour force September 21, 1963
(including unemployed, self-em-

ployed, ‘efe:) i i e e 1,738 731 2,469
(4) Paid workers in labour force plus

Armed Forees! .0 LBy Crar sl 1,456 648 2,104

Ratio (1) toi(@)ss cinir ot i 66% 589% 63%

Ratio (2) to (&), L i inbitan; 499, 339 449,
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APPENDIX II

FURTHER POINTS RELATING TO THE EXTENSION OF THE TRANSITION
PERIOD OF THE CANADA PENSION PLAN TO AT LEAST 20 YEARS

(a) The Governments of both Ontario and Quebec have, on past occa-
sions expressed their preference for transition periods of at least 20 years.
(In the case of Ontario, Premier Robarts has stated this preference. In the
case of Quebec, a 20 year transition period was an important feature in their
original plan, essential to the sound actuarial design incorporated into it.)

(b) Without wishing to appear disrespectful and based only on a sincere
desire to make this Brief as practically constructive as possible, we quote
below a part of the statement made to the Joint Committee on November 25
by the Minister of Health and Welfare, the Honourable Judy LaMarsh.

The original Quebec pension plan was to take 20 years to mature.
You may well hear briefs from interested individuals who suggest that
10 years is too fast to bring in full benefit. However, this is the original
transition period in the Canada pension plan which is retained. The
obvious philosophy is that it should be made available to as many
people as quickly as possible, and we should not forget, I think, that
extending this to 20 years or longer would mean that we would deprive
our veterans of any opportunity to contribute and to fully benefit from
the plan.

As the Minister says the transition period of the Quebec plan was 20
years, originally providing proportionate benefits for those who contributed
for a shorter period. Even had it been a longer period, as applies to so many
overseas plans, all would have been assured of full benefits at least in pro-
portion to their contributions. This applies under the plan in Great Britain,
for example, even though it can be said of that plan that “it takes 45 years
to mature”.

We would point out that the adoption of a 20 year transition period will
still make benefits available to as many people as possible, as quickly as
possible—at least in the case of persons under age 65 (as the Joint Committee
is no doubt aware the plan makes no provision for persons over age 65 at
the present time).

We submit that the example appearing on page 23 of this Brief provides
sufficient evidence that the 20 year maturity period will still provide, in 10
years, a combined pension from the C.P.P. and the O.A.S. that is relatively
at as high a level as in the U.S.A. taking wage differences into account.

In point of fact, while many will agree that the level of benefits to
persons now aged 55 is of importance, nevertheless there may be a feeling
that this represents a section of the population where private plans and regis-
tered retirement savings plans are granting benefits of a substantial order. In
contrast, the provision of pensions from private plans to veterans now aged 75,
80 or older is very much less adequate.

We submit that the adoption of a 20 year transition period will still
enable as many as possible to contribute to the plan and all to receive a
benefit from the plan that is reasonable by any standard in relation to their
contributions.
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APPENDIX III

NOTES REGARDING CONTRACTING OUT

With reference to the suggestion that provision be made for individual
employers to contract out, we must admit to the Joint Committee that this
may create certain problems. At the same time considerable advantages will
result that merit a very close study of the matter being made.

The establishment of a 20 year transition period would, in our opinion, be
an essential prerequisite in order to make contracting out feasible.

It is interesting to note that the proportion of private plans in Britain
is approximately the same as that now applicable in Canada. Furthermore in
both Canada and Britain there is a basic Old Age Pension serving as a
foundation for the wage-related plan, a feature which makes Canada’s sitution
very similar to that of Britain. It was not possible to contract out of the basic
plan in Britain, nor is it proposed that employers should be permitted to
contract out of Canada’s basic O.A.S. plan.

The following is a quotation from a British Government White Paper of
October, 1958:

The Government are concerned that changes in the field of National
Insurance should be so framed as not to prevent the vigorous develop-
ment of independent provision for old age, whether through occupational
schemes or otherwise. Here the Government have in mind not only the
rights of members of existing schemes, but the future possibilities of
development in this field. Moreover, such schemes constitute an impor-
tant channel of the nation’s savings and so provide the most valuable
source of funds for investment. For these reasons the Government
attach the greatest importance to the continued development of occupa-
tional pension schemes, whose social and economic value to the com-
munity is so considerable.

The British Government, with the complete agreement of the Labour Party
opposition of that day, decided to permit contracting out of the wage-related
plan. We understand that about 509 of the employers in that country have in
fact elected to do so. We have not had an opportunity to verify this figure from
official sources.

It is one of the peculiarities of Canada’s constitution that not one govern-
ment but both federal and provincial governments will, through the years in
future, take a part in the continuing operation of the C.P.P. For this reason we
are particularly disturbed by the basic instability of the form of plan now
being considered, as explained earlier in this Brief. Changing the transition
period to 20 years would, we feel, assist in “taking pensions out of politics” and
would provide some more definite guidelines regarding the future operation of
the plan.

To the above we would add a word of caution. Whilst the adoption of a
20 year transition period would assist in stabilizing future operations of the
plan, we must admit that actions of future government could nevertheless undo
the good that this change might otherwise accomplish. For this reason, as well
as others, we urge the Joint Committee to consider the advantages of permit-
ting contracting out by individual employers in conjunction with the recom-
mended change in transition period. The responsibility that governments of the
future would have to employers who have contracted out would serve as a
powerful brake on the pension plan becoming a continuing political issue.
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We understand that many of the extravagant claims made prior to British
elections in the past, relating to the national pension plan, have been dropped
since contracting out was permitted. The same forces would operate in Canada
since the whole system of contracting out would be upset if future governments
attempt to make politically motivated changes in the pension plan.

We are not surprised to learn that there are some people in Britain who
are against the principle of contracting out. We can well imagine that the disci-
pline this feature imposes on the state pension and its operation from year to
year may well frustrate some of those close to the British government who
would like to bring pensions back into politics again.

We should not overlook the part played by private pension plans in the
development of industry and formation of capital in Canada. The increasing
dependence on this source of invested capital, especially in relation to common
stock investments, represents a further reason for permitting contracting out
by individual employers. In the absence of contracting out, a large part of Can-
ada’s savings will be forced into provincial investments. This portion would
otherwise be available for development of Canada’s industry and resources,
thus making Canada less dependent on foreign capital.

In the case of the Quebec plan we believe that consideration has been given
to investment of part of the fund in industry. Accordingly this province is
unlikely to permit contracting out by individual employers. However a different
attitude may be adopted by other provinces.

We have already pointed out the advantages in the case of union-manage-
ment relations if contracting out is permitted from the C.P.P. Many thousands
of leading employers have already established and funded pension plans
designed to give adequate retirement income, in conjunction with the Old Age
Pension. In the absence of permission to contract out employers may be forced
by unions into pyramiding three layers of benefits and costs, one upon the other.
Contracting out will help in avoiding an unhealthy combination of benefits
and costs more burdensome than was ever intended by those who drafted either
the Old Age Pension, private plans or the C.P.P.
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(Meetings held during adjournment of the House)

MINUTES OF PROCEEDINGS

THURSDAY, January 21, 1965
(38)

The Special Joint Committee of the Senate and of the House of Commons on
the Canada Pension Plan met at 10:08 o’clock a.m. this day. The Joint Chairman
of the House of Commons section, Mr. Cameron (High Park), presided.

Members present:

Representing the Senate: Honourable Senators Boucher, Croll, Denis, Fer-
gusson, Lefrancois, Smith (Kamloops), Smith (Queens-Shelburne), Stambaugh,
Thorvaldson (9).

Representing the House of Commons: Mrs. Rideout and Messrs. Aiken,
Cameron (High Park), Cantelon, C6té (Longueuil), Francis, Gray, Gundlock,
Knowles, Laverdiére, Leboe, Lloyd, Monteith, Munro, Prittie, Rhéaume (16).

In attendance: Mr. Fred W. Whitehouse, National Secretary, and Mr. Walter
R. McLaren, 2nd Vice-President, Federal Superannuates National Association.

Also in attendance: Mr. J. E. E. Osborne, Technical Adivser to this Com-
mittee.
On motion of Mr. Knowles, seconded by Mr. Francis,

Resolved,—That reasonable travelling and living expenses be paid to
Messrs. Fred W. Whitehouse and Walter R. McLaren, respectively Secretary-
Treasurer and 2nd Vice-President of the Federal Superannuates National Asso-
ciation.

The Committee agreed that the brief previously submitted for distribution
by the Federal Superannuates National Association be printed as an appendix
to this day’s Minutes of Proceedings and Evidence. (See Appendix A27)

The Joint Chairman, Mr. Cameron (High Park), introduced the witnesses,
Messrs. Whitehouse and McLaren, each of whom made brief statements con-
cerning their brief.

The witnesses were then questioned, and the questioning having been
concluded, the Joint Chairman thanked them for their brief and for appearing
before the Committee. Mr. Whitehouse, in turn, thanked the Committee for
their reception of the brief.

At 11:45 o’clock a.m., the Committee adjourned until 2:30 o’clock p.m.
this day.

Dorothy F. Ballantine,
Clerk of the Committee, pro tem.
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AFTERNOON SITTING
(39)

The Special Joint Committee of the Senate and of the House of Commons
on the Canada Pension Plan reconvened at 2:35 o’clock p.m. this day. The
Joint Chairman of the Senate section, Senator Fergusson, presided.

Members present:

Representing the Senate: Honourable Senators Denis, Fergusson, Lefrancois,
Smith (Kamloops), Smith (Queens-Shelburne), Stambaugh, Thorvaldson (7).

Representing the House of Commons: Mrs. Rideout and Messrs. Aiken,
Basford, Cameron (High Park), Cantelon, Co6té (Longueuil), Francis, Gray,
Gundlock, Knowles, Laverdiére, Leboe, Lloyd, Monteith, Morison, Munro,
Prittie, Rhéaume (18).

In attendance: From the C.N.R. General Chairmen’s Association; Messrs.
Paul Raymond and J. H. Clarke, both Chairmen, C. Beckerton and D. O. Spicer,
members and J. A. Huneault, Chairman of The National Legislative Committee
International Railway Brotherhoods. From the C.P.R. General Chairmen’s
Association, Messrs. H. A. Stockdale, E. Streeting. Mr. S. Wells, Director of the
Research Bureau.

Also in attendance: Mr. J. E. E. Osborne, Technical Adviser to this Com-
mittee.

The Joint Chairman opened the meeting.

The Committee agreed to have printed as an appendix to this day’s Minutes
of Proceedings and Evidence a document intituled ‘“Answers to Questions Raised
by Senator Croll and Mr. Knowles, on Wednesday, January 20, 1965, at the
afternoon’s Session.” (See appendix A28).

In accordance with a motion passed at a previous meeting, the brief,
previously submitted for distribution by the National Legislative Committee
International Railway Brotherhoods, is appendix to this day’s Minutes of
Proceedings and Evidence. (See appendix A29)

On motion of Mr. Munro, seconded by both Messrs. Francis and Cantelon,
Resolved unanimously: That an amount of $250.00 be paid to the Clerk
of this Special Joint Committee; namely, Mr. Maxime Guitard, for 85}% hours
of overtime worked to look after the functioning of this said Special Joint

Committee during the period extending from December 21, 1964, to January 22,
1965, both inclusive.

Then the Joint Chairman introduced Mr. Raymond who, in turn, introduced
his delegations.

Mr. Huneault, made a preliminary statement and was questioned thereon
assisted by the other members of the delegations.

It was agreed unanimously that the following documents be filed with the
Clerk of the Committee.

(1) The C.N.R. Pension Board 1963 Annual Report to C.N. employees
and pensioners.

(2) The C.N. Pension Plan.
(3) The C.P.R. Pension Plan.

(4) The C.P.R. Pension Board 1963 Annual Report to C.P. employees
and pensioners.
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The examination of the delegations being completed, the Joint Chairman
thanked the witnesses and they retired.

On motion of Mrs. Rideout, seconded by Mr. Francis,

Resolved unanimously: That a vote of thanks and appreciation be extended
to the members of the delegations for their contributions.

At 5:07 o’clock p.m. the Committee adjourned until 8:00 o’clock this
evening.

Maxime Guitard,
Clerk of the Committee.

EVENING SITTING
(40)

The Special Joint Committee of the Senate and of the House of Commons
on the Canada Pension Plan reassembled at 8:08 o’clock p.m. this day. The
Joint Chairman of the House of Commons section, Mr. Cameron (High Park),
presided.

Members present:

Representing the Senate: Honourable Senators Fergusson, Smith (Kam-
loops), Stambaugh, Thorvaldson—4.

Representing the House of Commons: Mrs. Rideout and Messrs. Aiken,
Basford, Cameron (High Park), Cantelon, C6té (Longueuil), Francis, Gray,
Gundlock, Knowles, Lloyd, Monteith, Munro, Prittie—14. j

In attendance: Dr. Robert M. Clark, Professor, University of British
Columbia.

Also in attendance: Mr. J. E. E. Osborne, Technical Adviser to this Com-
mittee.

The Joint Chairman asked the Clerk of the Committee to read the Sixth
Report of the Subcommittee on Agenda and Procedure:

“SUBCOMMITTEE ON AGENDA AND PROCEDURE

WEDNESDAY, January 20, 1965.

SIXTH REPORT

The Subcommittee on Agenda and Procedure of the Special Joint
Committee of the Senate and of the House of Commons on the Canada
Pension Plan met at 4:40 o’clock p.m. this day. The Joint Chairman of
the House of Commons section, Mr. Cameron (High Park), presided.

Members present:
Representing the Senate: Senators, Fergusson, Croll, McCutcheon.
Representing the House of Commons: Messrs. Cameron (High Park),

Francis, Knowles, Monteith, Munro.
Your Committee agreed to the following decisions and recommends:

1. That when this Committee adjourns on Friday, January 22, 1965,
it stands adjourned until 10: 00 o’clock a.m. on Monday, February
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1, 1965 on which date this Committee will hear a delegation from
the Government of the Province of Ontario which has expressed
the desire to appear before this said Committee.

2. That the Clerk of the Committee be instructed to write to the
proper Officials of the Government of the Province of Ontario
informing them that this Committee is most desirous of hearing
their representations.

3. That the Clerk of the Committee be also instructed to write to
Mr. Robert J. Myers, Chief Actuary, Social Security Administra-
tion of U.S.A. informing him that this Committee would appre-
ciate receiving his expense statement of account for his appear-
ance before this said Committee, on Thursday, January 14, 1965.

4. That a letter be sent, by the Clerk of the Committee, to both the
Canadian Construction Association and the Canadian Teachers’
Federation, inviting them to appear before this Committee, on
Monday, February 1, 1965.

Respectfully submitted,

(S) A.J.P.Cameron (High Park)
Chairman”

On motion of Mr. Monteith, seconded by Mr. Munro,

Resolved: That the Sixth Report of the Subcommittee on Agenda and
Procedure be adopted as amended by adding the following paragraph:

That all other prospective witnesses be informed by the Clerk of the
Committee that they are under no obligation to appear before this Committee
but that nevertheless, their briefs already submitted or intended to be sub-
mitted will be carefully studied and appended to this Committee’s Minutes
of Proceedings and Evidence.

Then the Committee agreed unanimously to have appended to this day’s
Minutes of Proceedings and Evidence a document intituled “Estimates relating
to Old Age Security Programme’. (See appendix A30.)

In accordance with a motion passed at a previous sitting, the brief sub-
mitted by Dr. Robert M. Clark is printed as an appendix to this day’s Minutes
of Proceedings and Evidence. (See appendix A31)

The Joint Chairman then introduced Dr. Clark who was asked to give his
qualifications before he made a statement and was questioned thereon.

And the examination of the witness continuing, at 10:20 o’clock p.m. the
Committee adjourned until 10:00 o’clock a.m. on Friday, January 22, 1965.

Maxime Guitard,
Clerk of the Special Joint Committee.

Note—The evidence, adduced in French and translated into English,
printed in this issue, was recorded by an electronic recording apparatus, pur-
suant to a recommendation contained in the Sewenth Report of the Special
Committee on Procedure and Organization, presented and concurred in, on
May 20, 1964.
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THURSDAY, January 21, 1965.

The CHAIRMAN (Mr. Cameron): Mrs. Rideout and gentlemen, I see a
quorum, so I think we may as well get down to business.

I would like someone, if they see fit, to make the following motion and
then have it seconded:

That reasonable travelling and living expenses be paid to Messrs.
Fred W. Whitehouse and Walter McLaren, respectively Secretary-
Treasurer and Vice-President of the Federal Superannuates National
Association.

Mr. KNOWLES: I so move.
Mr. Francis: I second that motion.

The CHAIRMAN (Mr. Cameron): It is moved by Mr. Knowles and seconded
by Mr. Francis that this motion be adopted.

Carried.

The CHAIRMAN (Mr. Cameron): Our brief this morning, of course, is from
the Federal Superannuates National Association. Mr. Whitehouse is here,
accompanied by Mr. McLaren. I would ask them if they would mind coming
forward.

Mr. Whitehouse, we have all received a copy of your brief and we have
studied it. We would ask you to make such presentation as you see fit now,
and we will probably ask both yourself and Mr. McLaren certain questions
concerning it.

Mr. FRED W. WHITEHOUSE (Secretary-Treasurer of the Federal Superan-
nuates National Association): Mr. Chairman, ladies and gentlemen: First of all,
I would like to express the appreciation of the organization we represent, the
Federal Superannuates National Association, which is what its title implies, with
a membership comprising retired federal civil servants of Canada. I would like
also to express the appreciation, I am sure, of our membership and certainly of
Mr. McLaren and myself for the motion which you have just passed, because
I can assure you, sir, that we have not too much in the way of finances at the
present time, Mr. McLaren and myself having volunteered to come here to
speak for the people we represent, to the best of our ability.

I would be less than honest if I did not say that I am in a bit of a dilemma,
the first time I think I have ever been in that position appearing before a joint
parliamentary committee of the House of Commons and the Senate, in that
we are aware that what we have to present is not included in your terms of
reference. That is why we doubly appreciate having the opportunity of coming
here, because we would like to present to this committee some of the things
that are bothering retired civil servants, concerning which, up to the present
time, we have not been able to convince our Government that something
should be done, despite the fact that many countries of the world have recog-
nized this over the past decade, including Great Britain and the United States
of America.

The CHAIRMAN (Mr. Cameron): I do not think you need to feel any embar-
rassement. I feel that while it may not be strictly within our terms of reference,

1445
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this matter is something that has been brought up by many winesses before,
and that is the situation in which people presently retired find themselves
vis-a-vis the Canada Pension bill. To that extent I think your presentation is
quite relevant. Certainly, we are not going to take any exception to it, at
any rate.

Mr. WHITEHOUSE: Thank you very much, Mr. Chairman. With that
encouragement, I will proceed.

Mr. KNOWLES: This is one of the groups of people not covered by our bill,
and there have been many references to people not covered.

The CHAIRMAN (Mr. Cameron): That is what I intended to indicate.

Mr. WHITEHOUSE: I would add a few observations on the bill you are
presently studying on the Canada Pension Plan, and we do this as citizens of
Canada as well as retired civil servants of Canada. We have always hoped that
such a plan would be forthcoming, and there has to be a beginning for all
things, we know. And like all things that have come to us in the past they are
not perfect.

There are things in this bill that we would like to see changed. The bill
makes no provision for people who are retired now, though it is true that,
when they reach the age of 70, they receive the old age security.

We think that despite the fact this bill, if it is passed, will provide for
the people of the future when they retire—and that will be a wonderful thing—
it is not enough. It is something very nice to know that your old age is going
to be taken care of, but we like the part of the bill which provides for an
escalator, in other words which keeps pensions on a par with the cost of living.
We have advocated this in our representations to the Government for retired
civil servants but have been told that it could not be done.

We would like to think that perhaps this committee, and I am sure they
have had similar representations before them before, could make some kind
of recommendation concerning, or at least give some study to, the people who
will not benefit by this bill, namely, all retired federal civil servants.

We would like to think, too, that the widows will be given better provi-
sion in the future than they receive at present, and that this bill would contain
a clause benefiting widows of retired civil servants so that they would receive
at least 75 per cent of what their husbands would have received, instead of 50
per cent, and that they would be paid the full pension for at least one year
to enable them to get straightened away in their financial situation.

I don’t think we have to stress the fact that when a woman becomes a
widow, perhaps with several children to take care of, it is quite a chore for her
to become accustomed to this, and she certainly cannot do it in a few weeks
or a month. We advocate that they receive the full pension for at least one
year.

There are other things in the bill which we just cannot reconcile, and I
repeat that the bill has nothing whatever to do with the people we represent
because we are not going to benefit one iota from it. However, we do note that
after 10 years of contributing, if you happen to reach the retiring age at the
end of the 10-year period, you will receive the full pension of $104. Another
person can contribute for 25, 30, up to 50 years, and still only receive the
$104.

We would like to think that perhaps in the wisdom of this committee it
could recommend that there be a limit on the years of contribution to the plan,
similar to what we have in the federal plan. In other words, after 35 years
of contributing service you do not contribute any longer but you do receive
the full pension on retirement.

It does not seem equitable for a person to have to contribute for 40 or 50
years and still receive only the same pension which a person who has only
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contributed for 10 years receives. We are also fully cognizant of the fact that
it perhaps is these people who contribute 35 or 50 years who make it possible
to keep the plan or the fund solvent.

However, there is a limit to all things, and I am sure that this Government
will be laying itself open to a lot of criticism if this plan goes through with that
particular clause in it.

There are many things that we would like to present to the committee on
the plan, but we did not come here for that purpose. We have a selfish motive,
shall I say, Mr. Chairman. We want to try to convey to you people the situation
which federal civil servants who are retired find themselves in today.

Now, to obtain any amendment to the Canada Pension Plan we understand
that you must obtain agreement of at least two-thirds of the provinces or
two-thirds of the population of the provinces. I dn’t know whether I have that
correct, but it is something along that line.

Having had experience with quite a few governments I know how difficult
it is to obtain that kind of amendment which you require to this plan if you
have to get two-thirds of the provinces to agree. We would suggest that if it
is possible at all you recommend making it, shall we say, easier to obtain
amendments to this plan so that the plan can conform to the economy of our
country which changes constantly, as you all know. If that is not done you
are going to find yourselves with a plan which, perhaps despite all your efforts,
will be almost impossible to amend once it is in effect.

We would like to think, finally, too, that some thought will be given to
Canadian citizens who are now retired, and I am not speaking of federal civil
servants. They should be given some measure of assistance other than the
old age security pension which they now receive at the age of 70. There are
thousands of these people across the country and they are in exactly the same
position as the people we represent. I speak now for the thousands—38,000-
odd—of federal civil servants, with their widows, who are retired and who,
after serving the country faithfully as civil servants, do not get enough.

I emphasize the word “faithfully”. You have heard the expression that
civil servants are the backbone of any country’s government. A government
is no good unless it has a good civil service and, thank God, we have had
a good civil service and still have one.

These people have made civil service their life’s work. Thousands of
them could have left the service to go into more productive employment
outside, but they have been faithful and have stayed in the civil service. The
dollars they have contributed to the plan have each been worth 100 cents
or more, and in many cases the dollars they contributed are now worth only
32 cents in purchasing power. We would like to think that the Canadian
Government in its wisdom—and to date it has not shown this wisdom—would
provide for adjustments in the pensions of their retired people so that the
purchasing power of the dollar in their respective pensions would be worth
100 cents instead of only 32, 40 or 50 cents, as it is today.

This is not a unique request we have made. This has been recognized
in Great Britain, the United States of America, New Zealand, and countries of
the continent. Some of our own employers in Canada have recognized this
and some insurance companies have already made upward adjustments in the
pensions of their former employees.

We ask that this committee, despite the fact that we are not included
in your terms of reference, make some reference to this in your report. We
would be particularly happy if you could make a recommendation to Parlia-
ment that more serious and favourable consideration be given to the super-
annuated civil servants of this country for an upward adjustment in their
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pensions. Furthermore, if this adjustment in pensions is made, then the federal
Government will be providing something it has refused our people—an escalat-
ing clause.

Governments of countries greater than ours in population have recognized
this principle. In Great Britain they have agreed to make a cyclical review of
the pensions of all their retired people. This review is to take place every two
years so that the pensions of former employees will be kept on a par with the
cost of living in Great Britain. Last year the United States Congress passed
legislation containing this same clause.

I am sure, ladies and gentlemen, you are aware that this is going on in
many countries; and Canada is one of the foremost countries of the world,
a country we are very proud of and which we have served in the federal
civil service and in the two wars as good Canadian citizens. Canada should
do as much.

We would like to think that our employer will measure up to his former
employee just as well as the employers of other countries have measured up
to their former employees. We have tried to cover all this in our brief, Mr.
Chairman, and you have told me that our brief has been read.

The CHAIRMAN (Mr. Cameron): Yes, it has been distributed.

Mr. WHITEHOUSE: And read, I hope. Mr. McLaren who is with me, is a
former employee of Income Tax, and he is quite familiar with statistics. With
your permission, Mr. Chairman, I would ask Mr. McLaren to put to this
committee what we would hope the committee might consider, and include
in its recommendations. Is that permissible, Mr. Chairman?

The CHAIRMAN (Mr. Cameron): Yes. I take it that there are no objections.
Mr. McLaren?

Mr. WALTER McLAREN (Vice-President, Federal Superannuates National As-
sociation): Mr. Chairman and ladies and gentlemen, we were fortunate in having
some of the minutes of the meetings that you have held, and we were par-
ticularly interested in the actuarial projections and submissions that you have
been laboriously studying.

First of all, as Mr. Whitehouse has stated, we realize that your terms of
reference do not cover our situation. Since the superannuation fund is involved
in the integration of active civil servants under the Canada Pension Plan, and
we understand from the Association’s press media that this has been agreed
to by the Superannuation Advisory Committee—I do not know whether you
have that before you—I should like to ask the Chair a question. It hinges on
what I have to say. I presume, sir, that a recommendation will have to go
from this committee for the amending of the Superannuation Act of 1954,
which gives civil servants vested rights in the superannuation fund as it is
presently constituted. In order to integrate those active civil servants under
the plan on the arrangements that have already been agreed to, by making a
diversion from their 6} per cent contribution with a portion going into the
Canada Pension Plan and the balance into the superannuation fund. I am not
an actuary, sir, but I presume that that is going to have some bearing on the
actuarial value of the fund as it will be set up after that takes place.

If it is correct that you propose to make an amendment we should like
to know now because, as far as we, in our thinking, are concerned, we have
vested rights in the fund—both the active and retired superannuates. Do you
not think that any amendment that did not take into consideration the actuarial
values that are going to be affected by that integration is somewhat of an in-
fringement on our legal rights?

Mr. Francis: Mr. Chairman, is this within the terms of the committee’s
deliberations?
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The CHAIRMAN (Mr. Cameron): I am thinking in the same way as you are,
Mr. Francis. I related it to the situation in which old age security beneficiaries
are finding themselves, and on that basis I thought that the brief could be
reasonably said to be relevant because we have had many witnesses before
us who have called the same situation to our attention, but when you start
talking about a particular act and so on I think you are going a bit beyond
what I had in mind. Do you understand, Mr. McLaren? If you can relate it

“more specifically to the Canada Pension Plan then I think it would be that

much more in order.

Mr. KnowLES: Before you rule too firmly on that, Mr. Chairman, I wonder
if you would look a little more closely at what Mr. McLaren is talking about.
As I see it, he is asking questions as to what flows from things we have been
told in this committee of the integration of the federal civil service super-
annuation plan and the Canada Pension Plan. That whole question is before us.

The CHAIRMAN (Mr. Cameron): I am trying to keep him within reasonable
limits.

Mr. KNOwLES: It strikes me, Mr. Chairman, that he is more relevant when
he asks these questions than he is in the main body of his brief. Their concern
is that the integration which is forecast, and about which we have been told,
does not affect adversely their position.

The CHAIRMAN (Mr. Cameron): In that aspect, it is relevant, yes.

Mr. A1keEN: I would like to support Mr. Knowles’ contention. I think we
are in a very broad examination, and I think the people who are left out
should be heard just as much as those who are in.

The CHAIRMAN (Mr. Cameron): I am not trying to restrict the witness. I
am asking him to keep as closely as he can to the Canada Pension Plan bill,
and how it affects those he represents. As you said, Mr. Knowles, this is one
way in which it may affect them.

Mr. Francis: I think this is an important question, as to what will be
done with that old superannuation act. That is obviously of great interest and
concern to all of us. We have had indicated to us that discussions have been
taking place informally with the various staff associations, but the committee
has been asked to consider the Canada Pension Plan. I think it would be a
very important assignment for a committee to look at the federal Civil Service
Superannuation Act itself, which is a major topic and a very important one,
but I have some concern, Mr. Chairman, about how far we should go on
this point. I do not know whether any member of this committee can answer
the specific question Mr. McLaren has put forward. I think the Government
would have to speak on this matter.

I have some questions related to a number of the principles in the brief
and the principles of integration, and I think it is perfectly in order for the
committee to indicate the general principles which should guide integration. I
think they can give us their views, but I do not think any member of this com-
mittee is in a position to answer the specific question put forward by Mr.
McLaren.

Mr. KNOWLES: One of the questions asked is a question we have already
dealt with in this committee. As a matter of fact, I asked it of one of the offi-
cials and I got a categorical answer. The question was: Will any of the money
in the present public service superannuation fund be taken over by the Canada
Pension Fund? We got from an official a categorical answer on that, that that
would not take place.

Mr. Francis: Mr. Chairman, I think this is a perfectly proper question, but
I do not think it was Mr. McLaren’s question.
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Mr. KNOWLES: I am sorry, Mr. Francis, but let me go on for just a moment.
I interpreted the brief as indicating that the Association accepts that answer;
that it is satisfied on that point, but it is now wondering whether the contribu-
tion rates that will be altered by the proposed integration will have another
kind of effect on the Public Service Superannuation fund. I agree with Mr.
Francis that we cannot answer the question, but it seems to me that it is legiti-
mate for this type of question to be put before us so that we can get the answer
later from our officials.

Mr. Francis: I think if Mr. McLaren wants to express a view as to the type
of policy that should guide the committee and the Government it is proper for
this to be in the record, but Mr. McLaren has asked for information which I
do not think any member of this committee can give.

Mr. KnowLEs: I think we are agreed that he can ask it.
Mr. Francis: I should like to hear his views.
Mr. McLAREN: Mr. Chairman—

The CHAIRMAN (Mr. Cameron): Just a moment, Mr. McLaren, if you do
not mind. There are two things which Mr. Osborne has called to my attention
and which should appear on the record. At page 2 of the Government’s White
Paper on The Canada Pension Plan dated August, 1964, this paragraph appears:

The Canada Pension Plan will NOT take over or absorb reserves
that have been built up by private pension plans. The Canada Pension
Plan will NOT remove any rights to benefits already acquired under
private plans. The integration of private plans with the public plan will
NOT be compulsory.

Mr. Osborne also calls my attention to a sentence which appears in the
Minutes of the Proceedings of this committee at page 577, the last sentence in
the second to last paragraph—this is Mr. Bryce speaking as a witness at this
particular time—which reads:

I should emphasize that pension credits already earned on service
up to the commencement of the Canada Pension Plan (Jan. ’66) would
not be affected.

Does that help answer your question, Mr. McLaren?

Mr. A1RKEN: I wonder if in addition I might read from the first paragraph,
which is as follows:

The Canada Pension Plan is designed to extend social insurance pro-
tection to people in retirement, to widows, orphans and the disabled.

The CHAIRMAN (Mr. Cameron): I am not ruling this is irrelevant at the
present time, but I am suggesting to you, Mr. McLaren, that you try to tie your
remarks in as closely as you can to the Canada Pension Plan; to state what you
believe the Canada Pension Plan fails to accomplish, and what you think it
should accomplish.

Mr. McLAREN: Well, Mr. Chairman, I do not know whether you consider
my opinions of any consequence along these lines. I have not had the advantage
or the privilege of discussing the Canada Pension Plan in such detail as you
and the members of this committee have over the past weeks. I was only
making an observation from a perusal of the Minutes of your deliberations, and
we were not quite sure where this was going. I do not think that the federal
Civil Service Superannuates are people with suspicious minds, but we are all
civil servants of long standing, and we have seen things during our service
that we have come to suspect, and which eventually, because we have kept
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quiet because of the regulations, we found were enacted. We thought that this
committee, dealing in such detail with the Canada Pension Plan would find
beneficial a comparison between the two plans.

On your actuarial assumptions and projections that you have there, there
is a short-range estimate from 1966 to 1975, which is the transitional period;
and then there is a long-range estimate for the years 1982 to 2050. I can assure
you we are not concerned with that long period, because we will not be here;
we will be under Higher Authority, as the brief shows.

Mr. KNOWLES: You both look pretty well, to me.

Mr. McLAReEN: That period compares with the present superannuation
plan as it exists today. After 40 years of operation, we are most disturbed
at reactions when we communicate with the Government at various levels
from the Prime Minister down, and at replies from some members of Parlia-
ment who have taken it upon themselves to try to find out the answers on
the floor of the House. They have been told, and we have been told repeatedly,
that the superannuation fund is actuarially in the deficit position. To our
way of thinking, and according to the research we have been able to do by
using the public library and other sources of information such as the Auditor
General’s Report, that is something we cannot understand.

The CHAIRMAN (Mr. Cameron): This is where you are beginning to stray.
Mr. McLAREN: I do not know how to keep in line.

Mr. AIRKEN: I do not think we should try to prevent these witnesses from
straying a little bit. There is a comparison with another plan. They are con-
cerned with how they are going to get along. I take it that the trend of this
particular remark is a concern about what may also happen to the Canada
Pension Plan.

Mr. Lroyp: I agree with Mr. Aiken and think we could be a little tolerant
for a few minutes. I think the gentleman will get to his point. This subject
of integration generally is a proper one for us to be concerned with. I know
that on many occasions in this committee I come up with questions which
clearly indicate that I could have done a better job. There is room for im-
provement among all of us and I think we should show some tolerance to
the witness for a few minutes. I am sure be is concerned about the matter
of integration and in his own way he will eventually get to the point.

The CHAIRMAN (Mr. Cameron): Proceed, Mr. McLaren.

Mr. McLAREN: Thank you very much. I may be wandering, but I will
get to the point. I do not know whether your committee will accede to our
request or whether you will even give it serious consideration.

Mr. AkeNn: We will hear it.

Mr. McLAREN: Thank you very much. If you notice, on page 7 of the
brief we have placed before you a life expectancy of the civil servants con-
cerned, that is, retired civil servants. We review the superannuation fund
with the actuarial short-range, long-range, projections. I am referring now
to the short-range projections and estimates which you have before you under
the Canada Pension Plan. If you look at that along with this schedule showing
the age limits of the civil servants involved, you will find that 15 years is
the most reasonable expectancy of life. That is in accordance with the insurance
mortality rates which are usually submitted.

That brings me to this particular point and I would like to get to this
point immediately. I do not know what the committee can do about it. These
are the people we are concerned with. On the schedule that is their age basis.
I understand that the schedule Mr. Knowles very kindly obtained for us is
supposed to be tabled within the first 15 days of every session, and should
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appear in Hansard. However, that is not the recent one, that is 1962; but I
am positively sure the most recent one will not deviate statistically from
the one you have in front of you.

You will see that when you are dealing with annuities of pension paid
under the Canada Pension Plan, your civil servants of this age from 1924 to
1964 are receiving very much less. In fact, the great majority are receiving
less than they could possibly receive under the Canada Pension Plan. That is
what faces these people—I should say “us”. However, I should be honest about
it; I have been able to take care of the inflationary barriers myself by con-
tinuing to work. I am 72 at the moment, and I propose to work as long as the
Lord gives me breath and strength.

I have met people in every walk of life across Canada who are in dire
circumstances by receiving this inadequate pension. I notice that one lady from
the Council of Women was telling you that our aged people cannot live with
dignity. I can assure you that your former civil servants cannot live with
dignity on that type of pension.

Therefore, sir, ladies and gentlemen, what we are concerned with now is
the 15 years. If this committee wishes to do anything for the former ecivil
servants, they have the statistical data there and they could suggest that a
diversion be made at the cut-off date of January 1, 1966, in the inception,
whenever the Canada Pension Plan comes into operation, that is the crucial
period as far as we are concerned. If there is any anticipated amendment going
from this committee to be discussed on the floor of the House, you could make
some recommendation to aid people who now require some assistance, your
former civil servants. I think this should be reviewed with an integrity which
looks beyond immediate political partisan advantage, because we are your
civil servants regardless of political affiliations. We hope you will see your way,
when you are making an amendment to the Superannuation Act, to include a
recommendation which would be discussed on the floor of the House, to take
care of these people, to do what is required. I am now at the point. You can
take the cut-off date as far as superannuates are concerned, in dealing with
the 15-year projection, which is quite comparable to your short-range projec-
tion here. If you do that, your Canada Pension Plan, if it passes, will have
public support. If you do not do anything for the retired civil servants, I do
not see how you are ever going to get the support of the people of Canada,
when anyone can look around and say: “What are they trying to do now;
what did they do for their former civil servants, living under those condi-
tions?”

There is one other point before I conclude. I want to keep within your terms
of reference, if I can. On your actuarial projections there is an anticipated in-
crease in the cost of living, which will increase as the plan proceeds. It is
given as possibly 3 per cent, if I can remember correctly, up to 1985. That is
a very conservative estimate, and a very conservative assumption, because last
year the cost of living went up 1.9 per cent from November to December. This
is going to have an impact on the economy of the country, which you discussed,
as I know from the minutes of your meetings. I do not know who the gentleman
was, but he asked a question, I believe, of Mr. Bryce, as to how wages chase
prices and the levels come together. I think the actuary told you that he had
looked at that position as given over 100 years. From having spent all my
working life in the Income Tax Department, I can assure you that I can agree
with what he had to say, because wages chasing prices creates an inflationary
situation. Here we are, a bunch of your former employees, subject to the
frustration of these inflationary values. Nothing has been done up to now. If
this bill passes and comes into operation, we can look forward to further
encroachment on the fixed income of the pension dollar, reducing down to the
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point where you will have widows—and I appeal for the widows particularly—
living practically in penury and going hat in hand to their respective provin-
cial governments, as the Prime Minister suggested, so that they may receive as-
sistance from them on a charitable basis.

That is my submission. Thank you.

Mr. Francis: I was interested in the table on page 2 of the brief, which is
the breakdown of the number of civil servants by the amount of the pension.
The Canada Pension Plan has been criticized because its benefits are earnings
related. As I understand the request of the association, through their brief,
they want adjustments which are related to previous earnings. They have
asked for parity with those retiring in comparable brackets.

Mr. McLAREN: That is correct.

Mr. Francis: Because it seems to me that this is the same principle which
is under attack in the Canada Pension Plan itself, and if I read your brief,
you are supporting the principle that the adjustments should be related to
earnings. The income range does not include $75 a month at age 70 for old age
security; this would be in addition?

Mr. McLAREN: That is quite true, but then we have no pension which is
equated under the Canada Pension Plan at age 65.

Mr. Francis: Have you made a specific request that this should be one of
the provisions?
Mr. McLAREN: No, we have not.

Mr. FRANCIS: My question, Mr. Chairman is this: Does the association which
you represent have any views on an upper limit of relation of earnings—
pardon me, of the Canada Pension Plan or federal civil service superannuation,
plus old age security as a percentage of some sort of current earnings? Have
you any views of what the upper limit should be? We were given instances
where civil servants will retire, and I am very happy to learn about this. Have
you any views of what the upper limit should be? Are you asking for adjust-
ments at the top of the scale in the same percentage as at the bottom of the
scale? Should there be an upper limit of say 80 per cent of earnings in a current
bracket, or an adjustment which is weighted more in favour of those at the
bottom.

Mr. WHITEHOUSE: As I tried to point out in my remarks, what we have
asked for is that the pension dollar be kept on a par with the cost of living
as indicated by our Bureau of Statistics. The pension dollar should be worth
100 cents instead of, in the worst cases we have, 32 cents today. They con-
tributed a dollar, 100 cents, when they were working. The pension dollar
today in some cases is worth 32 cents. We are asking that the purchasing power
of the pension dollar be brought up to its full value. As you are aware, a great
majority of the people we represent, when they received their superannuation
it was based on the ten year average. Since then there has been an amend-
ment to the Superannuation Act which makes it that your superannuation is
based on the best six years of service. That in itself creates quite a margin—
the person receiving a pension on a ten-year average, and the person on the
best six years of service which is the case today. So our people feel that their
pension should be based on the best six years. That is one adjustment that
should be made automatically, we think. But also adjustments should be made
to bring the pension dollar up to 100 cents; and we have asked that the same
amount of pension be given or considered when this adjustment is made, that
if you are receiving $50 a month it still be $50 a month when this consideration
is given to bringing it up to $50 full dollars, but also to add to that an upper
adjustment to make it possible for that person to live in decency.

You mentioned the old age security pension, and it is true that we have not
included that in the earnings or the income of our people. The Prime Minister
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has brought this to our attention, too, that our people receive the old age
security. But so do all other citizens of the country, because they contribute
in their working days, and we do not think we should be singled out that this
is an extra thing we receive at 70, because all citizens throughout the country
receive it.

Mr. Francis: One last question. Of course, I am in favour of the principle
of doing something for people who retired a few years ago, and I realize that
the pension dollars do not mean the same thing any more. I think the
principle is right; but is your delegation recommending the same pension
adjustment for those receiving $300 and over and those receiving less than
$20 a month.

Mr. WHITEHOUSE: Well, as you know, there has been one adjustment made,
which was passed by Parliament in 1958 affecting those who retired before
December 31, 1952, made by the previous government. The table will show
that they awarded these upper adjustments on a graded scale, which seemed
fair and equitable, and we would assume that if we were successful in getting
an adjustment in the present pensions it would be on the same basis. Of
course, we are particularly interested in the lower bracket.

The CHAIRMAN (Mr. Cameron): Mr. Knowles?

Mr. KNowLES: Mr. Chairman, I do not think it is necessary to take any
of the committee’s time or space in the record to indicate my sympathy with
the delegation, so I will come straight to my question.

My first question, one might say, has just been answered. However, there
is a facet of it I might develop slightly. You do refer in your brief to the
Public Service Pension Adjustments Act, and you suggest it will be better
for increases in the pension to be charged against the superannuation account
fund rather than as a budgetary expense. I take it that despite that criticism
of the use of the Public Service Pension Adjustments Act of 1958 you do
agree that the principle in that act, namely, that any increases or improvements
should be awarded in favour of those at the lower end of the pension scale?

Mr. WHITEHOUSE: Correct, Mr. Knowles.

Mr. KNOWLES: You made a reference in your brief to widows and their
need for a higher rate of pension than 50 per cent which is now the case, and
you spoke particularly of widows who have children. Obviously in this case
you are referring not to the widow of a civil servant on pension who had
retired. We had statistics the other day to set that aside. But you refer mainly
to the widow of the civil servant who dies in service?

Mr. WHITEHOUSE: That is right.

Mr. KNOowLES: Would you think that there should be any special kind
of provision, that there should be a percentage added on where there are
children; or do you feel rather that there should be a flat increase in the
pension paid to widows?

Mr. WHITEHOUSE: This was our understanding, that if we were successful
in obtaining an increase in the widow’s allowance to 75 per cent, there be an
added clause that she receive the full pension, which her husband would have
been entitled to, for at least one year, to get her financially settled, particularly
where children are concerned. We have not requested any further adjustment
in the case of children under 18 now receiving a percentage of the widow’s
allowance.

Mr. KNOWLES: We who are sitting as members of Parliament can hardly
quarrel that the widow’s percentage could be a little higher, because although
they were not covered in our pension act for a number of years they are now
covered for 60 per cent.
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You have made a number of references to what the jargon of this com-
mittee has called “indexing.” This is the process of raising pensions according
to various indices based on the cost of living or wage. You have referred to
the desire to keep the pension dollar at the value that obtained to those dollars
we put in.

Mr. WHITEHOUSE: That is right.

Mr. KNowLES: I think that this is not your only interest, that you feel
that there should be other adjustments to enable retired people to keep up
with the standard of living of the society in which they are living?

Mr. WHITEHOUSE: Correct.

Mr. KNowLES: Have you noticed in your persual of the minutes, although
some have only come to us this morning, a submission made by two or three
delegates—I think Mr. William Anderson was the first one—that any general
old age pension plan should have in it provisions for increasing the amount as
pensioners grow older, that is, that a 75 year old person should get more than
a person of 70 and that a person of 80 should get more than one of 75? Have
you any comments on this?

Mr. WHITEHOUSE: Yes, we have views on that, and we are quite aware of
some of the representations to this committee from insurance companies and
other people representing large groups of citizens. While we did not make any
representation on this particular point, we do agree that as people grow older
their expenses tend to increase, and this can be brought about by many
factors—ill health, for one thing, and until we have a medicare plan, which
we understand might be forthcoming in the not too distant future.

Mr. KNowLES: I hope you are right.

Mr. WHITEHOUSE: And these people find themselves in very straitened
circumstances, more so than earlier in life; so that we could agree with what
has been submitted to this committee in that respect.

Mr. MoNTEITH: May I ask a supplementary, Mr. Chairman. Does your
experience indicate that the members of your association have any views on
this, that any income, or any capital, small savings that might be laid aside
at the time of retirement, are apt to reduce as years go by. Are people inclined
to use up savings other than the pension?

Mr. McLAREN: Definitely. I would say from the people we represent, that
we find that civil servants who are in retirement today came through the
hungry thirties. When you talk about savings, they had no money to invest as
a hedge against any future inflationary period. It is only as they came to the
years from 1930 to 1940 that they had any money to spend. Most civil servants,
and we must remember this, were on a low salary scale, very much lower than
they are today, they were buying houses and equipment, household equipment,
and they had not the money and they paid for it on deferred payment plans.
It is only in the later years of life they found the house paid for, after strug-
gling along for some time, and some of these people have had to sell their
houses and move into apartment living because of the fact that they could not
do ordinary household chores in the garden; and that situation applies to all
elderly people. They are using their whole resources immediately they do
that, and some have been forced to sell their house at a very much depreciated
value, unless they happened to be living in an area where real estate skyrock-
eted during the expansion, in large cities like Edmonton and even Victoria.
They are digging into their savings, such savings as they have.

Mr. MonTEITH: Generally speaking, the more elderly one becomes the lesser
are the savings left on hand?

Mr. McLAREN: Yes, they are, definitely.

21759—2
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Mr. WHITEHOUSE: I would like to add to that, and Mr. McLaren has brought
out the point. The great majority of people we represent are people superan-
nuated in the past 15 or 20 years. The salaries at that time—I know from first-
hand experience, and had a lot to do with bringing salaries up to what they are
today in the civil service—the salaries of 15 or 20 years ago, in many cases, were
less than half they are today, but—and this is where the burden our plan comes
into full play—they were always able to provide for their old age, and a great
majority of people could go to bed quite content and happy that their future
was taken care of. They were not receiving enough pay to accumulate riches
of any kind, but those fortunate enough to save two or three thousand dollars
found it was dissipated by the low pension they were receiving and the expenses
they were having to pay between the age of 65 and 70. To answer the question:
Does money saved during a lifetime stay with you, or is it used or dissipated
after you retire? Definitely. I know in my own case, when I retired two years
ago I thought I had a nice little nestegg, but more than half of that has gone
already, and I wonder what is going to happen in the next five years. Like
Mr. McLaren, I thank God that we are fortunate enough to have enough to get
by on; but it is these people we are representing we want more done for. People
in every city of this country need help, former civil servants who have given
faithful service for 45 to 50 years, living in the hope that when they retire they
would have enough money in the form of a pension to keep them going. Then
they come to the stage when they find the purchasing power of the dollar is
decreasing every day, and nothing has been done yet to bring that purchasing
power back up to where it should be.

Mr. KNOowWLES: An accent like that of Mr. McLaren’s tells us it was not
possible at certain times to effect savings. It is too bad our Hansard record is
only bilingual, French and English.

One or two other questions. You have made it very clear today, and through
the piece, that you do not think what you get under Old Age Security should
be thrown at you as a reason for not having your position as superannuated civil
servants improve. This is the position I thoroughly agree with. But I still would
like to ask you a question regarding Old Age Security. There have been a
good many suggestions to this committee, even though our terms of reference are
the Canada Pension Plan, to the effect that Old Age Security should be increased.
I take it we would have the support of your association for any such recom-
mendation?

Mr. WHITEHOUSE: Not only an increase but we would like to see it paid
sooner, at age 65 instead of age 70.

Mr. KNOWLES: One final question. Perhaps this is where we started when
we began the meeting. You are, of course, aware of the fact that our terms of
reference specifically are Bill C-136, but you are also aware of the fact that
committees sometimes include in their reports recommendations on other related
matters. Basically, you are hoping this committee will issue a recommendation
along the lines of your brief?

Mr. WHITEHOUSE: Quite correct, Mr. Knowles. And, Mr. Chairman, that was
one of the main reasons we wanted to get before your committee, and why we
appreciated so much that you gave us that privilege, because, as I have stated,
from past experience of parliamentary committees I know that while their
terms of reference covered something very specific, they have listened to other
things perhaps closely related to what the terms of reference covered, and in
their recommendations to Parliament they have included certain recommenda-
tions despite the fact their terms of reference did not include these things.

More than anything else, we would like to get our case on the floor of the
House of Commons, if it is at all possible, because we are so confident that if
every member of Parliament knew of the plight of retired civil servants he could
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not fail to agree to the modest thing we are asking. This is not unique; other
countries of the world have recognized this and are practising it today.

Mr. AIRKEN: Mr. Chairman, I wonder if I might ask Mr. Whitehouse about
the association that he represents?

I assume this is a continuing association, one which will represent the
retired superannuates as they become superannuates from the federal civil
service. Is that correct?

Mr. WHITEHOUSE: That is correct, and with your indulgence, Mr. Chairman,
if I could just enlarge on this picture: It is what the title of the organization
states, superannuated federal civil servants. We are national in scope, from
Halifax to Victoria. We have membership in several countries overseas, Cana-
dian civil servants retired abroad, and we definitely intend to continue in opera-
tion. When we pass out of the picture there will be others, we are sure, ready
to take our place.

I may say we are comparatively new in so far as a national association is
concerned. When I retired as president of the Civil Service Federation in the
fall of 1962, instead of sitting down and taking life easy, which I had been
looking forward to doing, I decided to organize the retired civil servants of this
country, which I knew had been necessary for some 20-odd years. Our target
is not simply to get a better deal in the way of pensions. We are in a position
to counsel our superannuates as to how they can do this, that and the other
thing, and most of my mail is from retired civil servants across the country
who are asking for that counsel. We envisage establishing something they have
in Great Britain and Germany: we are going to establish what we call holiday
homes across the country, so retired civil servants can get a holiday or
convalesce at about half the price they have to pay today.

Mr. AigeN: Thank you, Mr. Whitehouse.

Mr. PriTTIE: I should think Mr. Whitehouse is never really going to retire,
Mr. Aiken.

Mr. AIKEN: The point of my question really was that your association, while
primarily presenting a brief concerning present-day retired civil servants,
is also concerned with the plight and conditions of future retired civil servants
and, therefore, your view is as to them as well as to yourselves?

Mr. WHITEHOUSE: Yes, but I would be less than honest if I did not also
state this, that while we are naturally concerned with the future of retired civil
servants, with the coming into being of the Canada Pension Plan, we understand
from what the parliamentary secretary to the Minister of Finance said last
November on the floor of the house, a partial integration of our fund will
be made with the Canada Pension Plan. Therefore, apart from the Canada
Pension Plan and our superannuation fund, they will receive adequate pensions.

We may have suspicious minds, but when we look into the future and
project ourselves 15 years from now we suspect that there may not be a super-
annuation fund; it may be all Canada Pension Plan. But, if things are as they
should be, these people will be taken care of by automatic adjustments through
an escalator fund.

Mr. AIREN: In the meantime—

Mr. Francis: Just to put something on the record—

Mr. AIREN: I don’t want to lose the trend of thought here. In the meantime
what you are concerned about is that the people now retired or who are going
to retire in a few years, during this interim period are going to be in an
eminently worse position than people retiring after the plan goes into effect.

Mr. WHITEHOUSE: That is correct. In 15 years we’ll all be dead and we

won't have any reason to worry any further.
21759—2} :
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The CHAIRMAN (Mr. Cameron): You are being a little pessimistic.

Mr. Francis: Just to put something on record with regard to Mr. White-
house’s remark about his concern as to what will happen to the existing fund,
the existing private plans are not going to be compulsorily affected, nor is
the Government’s plan, but in respect of future contributions to the plan there
will be integration. However, benefits that have been earned and built up under
the superannuation act itself will not be impaired in any way as such. In
other words, existing funds relating to past service are not going to be applied
to any other service or integrated with the Canada Pension Plan, but integration
will take place with respect to service commencing from the date the Canada
Pension Plan becomes effective. This is important for the record. I think Mr.
Whitehouse is aware of this, but I did not want to have any misunderstanding.

Mr. WHITEHOUSE: I have had communications from the Prime Minister
himself assuring me of this. We are quite aware of it, but some of us have lived
long enough to see a lot of things done, and I don’t suppose the future is going
to change too much in that respect. I know that we have been told definitely that
this fund will not be impaired and that the same benefits will prevail, but we also
know that a prominent Member of Parliament stated a week ago in Nova Scotia
that in the next 15 years our $2 billion will be gobbled up.

Mr. LLoyp: Who made that statement?
Mr. WHITEHOUSE: I don’t care to name him.
Mr. Francis: It is not anyone present, I hope.

Mr. WHITEHOUSE: No, but I am just saying what is going on, and you have
had enough experience, Mr. Francis, to know what is going on too.

Mr. A1keN: Mr. Whitehouse, you are particularly concerned that there shall
not be a great differential, then, in the next few years between those now retired
and those who will retire in the future. i

Mr. WHITEHOUSE: We want the assurance, and we hope that this committee
can make such a recommendation, that the people we now represent, who com-
prise our membership of approximately 37,000, including some 12,000 widows,
will be protected in this 15-year interim, despite what might happen in the
Canada Pension Plan. We also think that it will require amendments to the
Superannuation Act, and we feel that we should participate in any discussion,
certainly any agreement, which culminates in this amendment being made.

In our brief we have specifically requested that we be given representation
on the Superannuation Advisory Committee, which is appointed by the Govern-
ment. Who should be more entitled to be on that committee than the superan-
nuates themselves? We ask for that further protection.

Mr. AIKEN: As part of the integration of the Canada Pension Plan with the
superannuation plan, I take it you would suggest that the existing funds in the
superannuation fund might be adjusted to give presently retired people an in-
crease from those funds to bring it into line with the cost of living at the present
time?

Mr. WHITEHOUSE: That is right. And the adjustment act—and Mr. Knowles
referred to that—is quite in order. We don’t object to that, but we do object to
the statements that have been made that there should be adjustments to the
present superannuation coming out of the fund. We have $2 billion in this fund
and we cannot accept that. After paying all pensions for one year there was still
$14 million—odd floating about, in interest, which more than covered the pen-
sion fund.

Mr. AIREN: You say that such an adjustment can be done without being un-
fair to those coming along because they will have the Canada Pension Plan.

Mr. McLAREN: It is not any more unfair than the Canada Pension Plan. If
I may make this statement, and it may be relevant or not. Their government
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accounting and actuarial values are a bit of a mystery to civil servants. We ap-
preciate the detail that you have now in front of you, and you have been study-
ing the actuarial detail and the projections of the Canada Pension Plan, but we
think they are a lot clearer and more understandable than anything we have
heard from any actuary or government source regarding the superannuation
fund.

What gives concern to, and is a source of worry for, a lot of our members
who occupied positions of some seniority in government centres is the very fact
that when you get the Glassco report, as well as some governmental reports, you
find that the Government’s contribution was in default $2,021 million in the
beginning of 1963. This, I understand, has been adjusted since.

That same Glassco report says that $602 million is left. This is the Govern-
ment’s contribution, dollar for dollar, $602 million. This has been charged to a
special reserve to be charged against some future budgetary expense. Then they
come along and they tell us that immediately we get into communication with
them, the fund is actuarially unsound.

Any common-sense individual will say, “If it is unsound, why do you
not put in the $602 million in the reserve and see what actuarial valuation you
can produce then?” With regard—

The CHAIRMAN (Mr. Cameron): I don’t want to interrupt you, Mr.
McLaren, but what you are doing is arguing what you might argue before
another body. It does not seem to me that it is too relevant here. You are
embarrassing me. I do not want to prevent you from making these statements,
but I do feel that you are really trespassing on the situation when you start
to present arguments which would be more appropriate before another body.

You have had the opportunity of making your statement before this com-
mittee, and you have supplied a lot of information which, no doubt, in due
course will be used in some other place. I would just suggest that instead of
arguing what should or should not be done in connection with the super-
annuation fund, or whether it is being properly administered and so on, that
you try to keep your presentation, what you want to say, more directly related
to the Canada Pension Plan.

Mr. AIRKEN: Mr. Chairman, we spent the biggest part of one meeting with
members of the federal Government explaining how they were going to inte-
grate the superanuation fund with the Canada Pension Plan. I think we surely
can do no less for the association directly concerned.

The CHAIRMAN (Mr. Cameron): All I am suggesting is that this is
not the appropriate forum for an argument with regard to the use or misuse
of superannuation funds, or how they were handled, and so on.

Mr. Francrs: I am sure, Mr. Chairman, that integration is in order.

The CHAIRMAN (Mr. Cameron): The situation of people who have retired
and for whom nothing has been done under the Canada Pension Plan has been
called to our attention. On that basis I allowed the statements to be made and
proceeded with, but when we start going beyond that I think we are getting
out pretty far towards the end of a limb.

Mr. AiReN: Mr. Chairman, I am not going to pursue it further—

The CHAIRMAN (Mr. Cameron): 1 have not stopped Mr. McLaren, but I
suggest to him that he consider the appropriateness of his remarks.

Mr. AIKEN: My understanding is that to carry out the intention of the
Canada Pension Plan, which is to permit all Canadians to retire with security
and dignity, we should hear anything that relates to that intention.

The CHAIRMAN (Mr. Cameron): Mr. Munro wants to speak on the ques-
tion—
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Mr. KNOWLES: I think Mr. McLaren was pretty close to the end of this,
and while the connection is perhaps a bit tenuous we are still in the general
area of the integration of these two plans. We did hear from the Government
side. May we not hear from the pensioners’ side? You are doing a good job,
but—

The CHAIRMAN (Mr. Cameron): I am just suggesting that the remarks
be kept more appropriate to the deliberations of this committee.

Mr. McLAREN: I think we can sum it up by stating that partial integration
of our superannuation fund with the Canada Pension Plan fund, when it comes
into being, is what we are certainly disturbed about in so far as the present
retired civil servants of this country are concerned. We want to make sure
that retired civil servants of this country, who will not participate in the
Canada Pension Plan in any way, shape or form, are protected. In asking for
that protection we would like to think also that the Government will see
its way clear to see to it that the pensions these people will be receiving until
they die—within, say, the next 15 years or so—are brought into line with
the purchasing power of the dollar today. That, in a nutshell, is what we
are asking. We do think that the federal retirees of this country, despite
the fact that the Canada Pension Plan shuts them out completely, should
receive the same kind of protection that this plan is going to provide for
the people in the future.

The CHAIRMAN (Mr. Cameron): Is there anything else, Mr. Aiken?
Mr. AIReN: No. I think Mr. McLaren has made his point very clearly.

Mr. Lroyp: I do not have the reputation of being a diplomat, but I must
say, Mr. Chairman, that I think you and the witness are both right. In your
case you have made reference to the form in which their observations were
being expressed. On the other hand, I have no quarrel whatsoever with the
points they were trying to make.

They said that the superannuation funds of the civil service are veiled
in mystery. There, I think, the distinction is a matter of terminology. All
you have to do is to look at this book entitled The National Finances—1962-63
where at page 180 in the table headed: “Summary of Assets and Liabilities
of Federal Government as at March 31, 1958 to 1962” and against the item
“Deferred charges—Unamortized portions of actuarial deficiencies in pension
accounts,” you will see them set forth for five years. In 1958 it was $139
million. Then, in 1959 it bumped up to $465.3 million. In 1960 the figure is
the same, and I suspect that they recalculated the actuarial amount of the
liability and said that there was a deficiency—

Mr. KNOWLES: Or they got another actuary.

Mr. LLoyp: However, in 1960 there was no change, so I can only assume
that at that time the Government’s budget took care of the liability for the
one year. Then, in the next year it bumped up to $603 million, and in 1962
it was $606.5 million. Where it is in 1963 and 1964, I do not know.

The message I get from Mr. Whitehouse and his colleague is this, that
whatever may be necessary in changing financial matters—because it is a
fact today that for the first time a Canadian government is going to fund
the liability for a wage-related pension scheme for Canadians, and it is going
to rely on the general resources of the Government to meet the liability in the
long run. What you are saying, Mr. Whitehouse, is: In doing all this, be sure
that you do not forget in any way, shape or form, or weaken in any way,
your existing liability on the implied contracts with respect to the pensions
of civil servants.

In the second place, you are quite happy to see escalation being introduced,
or indexing, in some way to upgrade pension benefits in relation to the cost
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of living, and that this is fine; that you are all for it in the future, but you
make your case very forcibly and say: While you are doing this please take
a look at those who are on superannuation, and make sure that those Cana-
dians, in common with all other persons who will not enjoy the benefits of the
Canada Pension Plan, in some way get a measure of relief from the imbalance
that will be created. That is what you are saying, and I think everybody gets
your message very well.

It is not so much as former civil servants that you make this plea, but you
are speaking for all other people who are now on superannuation, although
you say that within this body there is a large number of civil servants.

Mr. WHITEHOUSE: That is right.

Mr. LLoyp: I should like also to make this observation, that I think the
witnesses have done us a great service. In contrast to the many representations
that have been made by others to the effect that there should be no indexing
they have placed on the record a very significant point, that with two-thirds
of the provinces having two-thirds of the population it might be very difficult
to get agreement as to what levels may be raised, and that by introducing in-
dexing you provide at least for a measure of upgrading by a rule and by prior
agreement of all those involved in the Canada Pension Plan.

That is really what you are saying?

Mr. WHITEHOUSE: Yes.

Mr. LLoyp: But what you are saying is that if the Government of the day
recognizes this in the future can they not in some way, when they are finalizing
the Canada Pension Plan, apply the same principle to those presently on
pension. Is not that the essence of your remarks?

Mr. McLAREN: That is right. It is a matter of principle. If the principle
is good and sound it should apply to everybody.

Mr. LLoyp: Whatever the accountants and others may do, you come to us
right from the field with experience of the problems of living on superannuation,
and you say to us: “These are the things that we know from our experience”.
I welcome your evidence.

The CHAIRMAN (Mr. Cameron): Mr. Cantelon?

Mr. CANTELON: Mr. Chairman, I am very much interested in the argument
advanced by the Federal Superannuates National Association, and I suppose
that is because I was a type of civil servant myself. I was a teacher, and I have
had some experience in fighting governments over pensions. I know of the
difficulties that exist in getting anything done for those who are superannuated.
In fact, in Saskatchewan the teachers themselves had to finally assess them-
selves one per cent of salary in order to supplement the pensions of those who
were superannuated. I am not suggesting that you do that. In fact, I think
your argument suggests that this should not be done; that it is up to the pension
plan to provide this extra money, and I agree with you.

I want to point out, however, that in this battle you are engaged in you
are fighting not only for civil servants but for all others who are superannuated
and who will be on inadequate pensions in the future. I just want to know if
you have any idea of how many there are in Canada in other organizations
who would be similarly affected as your people will be.

Mr. WHITEHOUSE: Not offhand. We have not that kind of statistics in so
far as the retired citizens of Canada are concerned in the general walks of
life. We have statistics for the retired members of the armed forces and the
R.C.M.P. and the federal civil servants.

Mr. CANTELON: They will undoubtedly be similarly influenced as yourself?

Mr. WHITEHOUSE: Yes.
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Mr. CANTELON: I suggest that there are a million or more Canadians who
are superannuated, and who will also be similarly affected.

Mr. WHITEHOUSE: Yes.
Mr. CANTELON: That is the point I want to make.
The CHAIRMAN: Mr. Munro?

Mr. MuNRO: Mr. Chairman, my only comment is that technically speaking,
in so far as the brief of the Federal Superannuates is concerned, it relates to
the Canada Pension Plan and their experience, and in so far as they are
recommending that the present retired be taken care of across the board in
Canada, and not just the retired civil servants, then their representations are
very pertinent and important. But, when they are referring to retired civil
servants in relation to the civil servants now employed and just ready to retire,
and relate what they say to the superannuation fund, and so on, then I think
it can be said that they are—and I do not wish to be technical—outside the
ambit of this particular committee, and really outside our terms of reference.

I know that the gentlemen here recognize this fact to a certain degx:ee
inasmuch as they have made representations to the Government of Canada with
respect to this situation, rather than to committees such as this.

I would point out, too, that Mr. Knowles, as we all know, has made many
representations on this matter in the House. I also point out to Mr. Whitehouse
that Mr. Francis elsewhere in the House is making strenuous representations
to have this situation, as far as retired civil servants are concerned, corrected,
and also as far as the superannuation fund is concerned and their position
relative to those presently in the civil service. I do think that that aspect of
the brief is, strictly speaking, outside the area of this particular committee’s
deliberations.

Mr. KNOWLES: Mr. Chairman, I do not think this point of order should
be pressed—

Mr. Munro: I am not pressing it, other than to say— '

Mr. KNnowLES: I still come back to the point that at the request of the
Government we had before us people who talked about the integration of the
federal superannuation fund with the Canada Pension Plan. It seems to me that
if we hear from the people on the paying side then we should hear from the
people on the receiving side. We have demonstrated that right, so why modify it?

Hon. Mr. SMITH (Queens-Shelburne): I have a very short question to ask,
Mr. Chairman. I should like to ask the witness, with respect to the former
Member of Parliament from Nova Scotia, whether he would reconsider his
decision not to name him for the record. Would you name the former Member
of Parliament who made that statement about what would happen to the
superannuation fund?

Mr. Francis: It was a totally fallacious statement.

Hon. Mr. SMITH (Queens-Shelburne): My understanding is that it is com-
pletely wrong.

Mr. WHITEHOUSE: No, I have no desire to have this in the record at all.
I merely brought it up to show what is going on across the country.

Hon. Mr. SMITH (Queens-Shelburne): That is all right. I accept that. The
only public statement to that general effect has been made by Mr. Buckler of
Annapolis Royal, with whom I am sure you are acquainted.

Mr. CotE (Longueuil): I wish to congratulate the association on having
taken the opportunity to bring the problem of the retired civil servants before
this committee. I can give a good example of what has happened to many retired
civil servants. I am indirectly a victim of this, because my father was working
all his life in the Post Office as a civil servant. Having entered the First World
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War in 1914 at 16 years of age, he came back from it in 1919. Then he was
hired in the Post Office and worked there for 27 years. His highest salary was
$1,800 a year. At the age of 47 he had a stroke and had to take his pension.
The pension he had was $84 a month, with eight children still in school. It
threw me a little early in life on the labour market. Ever since then, the
pension has been the same. He is still living, he is much better, his health is
good, but he still has to work to earn a living, because his pension is not big
enough.

I do not blame the Superannuation Act completely, but, as you mention,
there should be an increase in the pension of retired people, that could be
indexed to the cost of living or something like that. The retired civil servants
contributed to the fund and, seeing that the fund is over $2 billion now, I
think it would be fair to give benefits to those people who had to contribute,
even if the salaries when they were working were much smaller than those
which civil servants are earning now. I wish to congratulate you for having
taken this opportunity to bring this up in front of the committee, even if you
might think that it is not quite relevant to the case.

Mr. GraY: I certainly could not agree with those, if there are any, who
would make a special point of criticizing this brief. The witnesses have helped
to bring before us again a problem which has been raised before this committee
since it began its hearings, that is to say, the problem of those, including the
superannuates, who are now retired. I, and most of the people in this com-
mittee, recognize that the passage of this bill will not end the obligation of
Parliament and of the working population to those who have retired. In fact,
the witnesses before us have helped to show us a possible source of increased
assistance to those who are now in the position of being federal superannuates,
assuming their arguments about the fund are accepted.

In that light, they have added further evidence to the evidence coming
before us in the past several weeks. As has been pointed out, there are a num-
ber of members, including some on this committee, who have made representa-
tions on this point, either in the House or, like myself and other members,
directly to appropriate members of the Cabinet. The presence of these witnesses
before us has been very useful, illustrating a problem and reminding us of
an obligation that I and most of us accept, not to forget those now retired,
whether from private employment or from employment in the federal Civil
Service.

Mr. KNowLES: I wonder if the witnesses realize that they seem to have
unanimous support of this committee. No one is against them. We are all for
you.

The CHAIRMAN (Mr. Cameron): Interpreting what Mr. Knowles has said,
we all believe in the principle which these witnesses have advocated, that there
should be an adjustment. It is not always possible to do some of the things one
believes in, but still one believes, one fights for it and eventually gets it.

Mr. Whitehouse and Mr. McLaren, on behalf of the committee, I wish to
express our thanks to you for appearing here today. We have listened to your
presentation and, as Mr. Knowles has indicated, it has been very favourably
received and no doubt in due course it will bear fruit.

We thank you very sincerely for your appearance today. I should also tell
you that your brief will be printed as a part of today’s proceedings; so that,
in addition to what you have said, the brief also will be on the record to be read
by those who may wish to read it.

Mr. WHITEHOUSE: Mr. Chairman, may I add a word. I would like to try to
express our thanks to yourself and to the members of this committee. I am sure
I am speaking for the thousands of retired civil servants and widows when I
say we deeply appreciate the reception you have given us here today. We came
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here under no illusions that we were entitled to be given a hearing. We knew
it was not in the terms of reference that you had. The reception we have
received we shall take home with us and pass out to all our members across
the country.

I know that personally I feel a lot happier that we have Members of Par-
liament who take a kindly interest in the former employees of this country.
Some of you I know personally, some of you I knew before you became Mem-
bers of Parliament. I am particularly happy that the things which you said
and did when you were private citizens you are still doing and saying on the
floor of the House. Those are the kind of people that the people of the country
want representing them. Thank you for your reception.

AFTERNOON SITTING

THURSDAY, January 21, 1965.

(Text)

The CHAIRMAN (Hon. Mrs. Fergusson): Mrs. Rideout and gentlemen, we
have a quorum. Before we start to interview witnesses, may I say that Senator
Croll and Mr. Knowles yesterday asked questions and requested that answers
be prepared. Mr. Osborne, our consultant, has handed me the answers to these
questions. Is it the wish of this committee that these answers be placed on the
record and considered as part of today’s proceedings?

—Agreed.

The CHAIRMAN (Hon. Mrs. Fergusson): It has been moved by Mr. Francis,
seconded by Mr. Munro, that the replies to these questions be placed on the
record and form part of today’s proceedings.

—~Carried.

Mr. Munro: Madam Chairman, there are a couple of matters I wish to
mention. The Minister would like—and it is mainly Senator Thorvaldson who
started this hospitality—to extend to all members of this committee an invita-
tion to the La Touraine, on February 3 at 6.30 p.m. The invitations will be
going out, and this of course includes members of the press who are covering
the meeting, and staff,

The second thing I wish to mention, Madam Chairman, is with respect
to the Clerk of the Committee (Mr. Maxime Guitard). I inquired from him,
and he advises me that he has worked approximately 85% hours overtime from
December 21 to January 22 as well as being available at his home and at all
other times to facilitate the work of the committee.

In view of this unselfish activity on his part, I wonder if it would be in
order that an extra gratuity be paid to him? He indicates that his salary works
out at approximately $25 a day, less income tax, and on the basis of the 85%
hours overtime up to today it works out to approximately $250. That is as-
suming the same amount of overtime for tomorrow, and this brings him right
up until tomorrow.

I would like to make a motion to the effect that he be given the extra
gratuity in view of his overtime.

The CHAIRMAN (Hon. Mrs. Fergusson): You have heard the motion of
Mr. Munro, seconded by Mr. Francis that—

The CHAIRMAN (Mr. Cameron): There were two seconders, Madam Chair-
man. Mr. Cantelon also seconded it.

Mr. KNowLES: Madam Chairman, is that straight time or time and a half?
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Mr. Munro: If you wish to you can amend it, to make it time and a half.
I believe it is straight time. That will be perfectly all right. This is the result
of inquiries by myself.

Mr. KNOWLES: Was this collective bargaining between Mr. Guitard and
yourself?

Mr. MunNro: No. I know he worked a great deal of overtime but has
received nothing, and the same applied during the flag committee sittings. I
did not argue with him one way or the other.

The CHAIRMAN (Hon. Mrs. Fergusson): Do you wish to amend your motion?

The CHAIRMAN (Mr. Cameron): Madam Chairman, I should like to say
a word. As one of the chief beneficiaries, as co-chairman, I am very pleased
to hear this motion made by Mr. Munro, and seconded by both Mr. Francis
and Mr. Cantelon. I can assure the committee that Mr. Guitard has been the
right arm of both my co-chairman and myself in carrying on the activities
of this committee and I think it is a well deserved tribute to him for his
devotion to his duty.

The CHAIRMAN (Hon. Mrs. Fergusson): Thank you.

Mr. MonNTEITH: May I say a word, Madam Chairman? As a member of
the flag committee, I can agree completely as to the devotion to duty which
Mr. Guitard shows.

The CHAIRMAN (Hon. Mrs. Fergusson): I am sure we all realize this, and
that Mr. Guitard has been attending most regularly and been very helpful
to all of the committee, and I think particularly to the co-chairmen.

You have heard the motion. All those in favour please say “aye”. Contrary
minded? The motion is carried.

The presentation this afternoon is one from the National Legislative Com-
mittee of the International Railway Brotherhoods, and it is to be presented
by Mr. Huneault, the Chairman. He has some other members associated with
him, whom I will ask him to introduce to the committee.

Mr. J. A. HUNEAULT (Chairman, National Legislative Committee, Interna-
tional Railway Brotherhoods): Thank you, Madam Chairman. Madam Chairman
and members of the committee, we appreciate the opportunity and privilege
afforded to us to further explain the brief. Having made a note of the procedure
to be employed, and as Madam Chairman has indicated, I would like to introduce,
on my left, Mr. Paul Raymond, Chairman of the Canadian National Railways
General Chairmen’s Association. On my right is Mr. J. H. Clark, Chairman of
the Canadian Pacific Railway General Chairmen’s Association.

The CHAIRMAN (Hon. Mrs. Fergusson): Thank you. I think you probably
know, from reading our minutes, that the members have had the brief in their
hands, sc we do not need to have the brief read again, unless you desire to
do so. However, yours is short, and if you prefer to read it, all right. If not, a
summary will be sufficient. You can bring out the points you want to consider,
and after that questions may be asked.

Mr. KNOowLES: Madam Chairman, I was wondering if Mr. Huneault would
like to introduce the other gentlemen who are here so that we could have
their names in the record, too.

Mr. HuneauLT: Mr. H. A. Stockdale, member of the Canadian Pacific
General Chairmen’s Association; Mr. C. Beckerton, of the Canadian National
Railways Pension Committee; Mr. W. Gordon McGregor, Vice-Chairman of
the Canadian National Legislative Committee; Mr. E. Streeting, member of
the Pension Committee, and a member of the Canadian Pacific Railway; Mr.
D. O. Spicer, member of the Canadian National Railways, Pension Committee;
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Mr. F. A. Armstrong, member of the National Legislative Committee; Mr. J. S.
Wells, a Director of Research of the Non-Operating Organizations, and his
assistant Mr. P. L. Miles. That is our complete delegation.

The CHAIRMAN (Hon. Mrs. Fergusson): Thank you.

Mr. HuneauLT: Madam Chairman, I am completely in your hands as to
the reading of the brief. As you have mentioned it is, I am sure, very short
in comparison to some of the briefs that have been presented to your com-
mittee. If it is your desire that I read it I will do so. If not, I will continue
with the preliminary stage.

The CHAIRMAN (Hon. Mrs. Fergusson): It is immaterial to me. Would the
committee like to have the brief read or just a summary given? Apparently
the feeling of the committee is that we have a summary.

Mr. HuneauLT: Thank you, Madam Chairman. As the pension plans of
each railway vary to some degree and the application of each is somewhat
different, as I have indicated, Mr. Clark and Mr. Raymond will answer any
specific questions relative to the different plans.

Our brief contains two basic points, and these are: (a) The need for federal
legislation relating to private pension plans covering employees in areas under
federal jurisdiction; and, (b) requirements that adjustments to private pension
plans following the introduction of the Canada Pension Plan be subject to
mutual agreement through the unions and the railway companies. By that,
the unions are not by any means suggesting that there should be full manage-
ment of the private plans by legislation, but we believe that there are three
elements of the private plans that do require governmental regulation. These
are: portability; solvency; and proper investment of pension funds.

Subsequent to the preparation of this brief, which the committee has at
hand, we are pleased to note that the Minister of Finance, the Honourable
Walter Gordon, as appears on page 11310 of Hansard of December 18, 1964,
committed the Government to legislation relating to the portability and solvency
of private pension plans as soon as a wide measure of agreement with the
provinces is reached in regard to this situation. We accept this in good faith,
and we feel nothing more need be said by us on these two matters.

In regard to the proper investment of pension funds held in trust for em-
ployees, we can do no better than quote from the report of the Royal Commis-
sion on Banking and Finance, at page 261, which reads:

We therefore think it desirable that the provincial and federal
authorities co-operate in establishing broad investment rules, the first
of which should prohibit investment in the employers’ own securities
or other investments raising the possibility of conflict between the pen-
sioners’ interests and those of the fund managers.

In requesting a provision in the Canada Pension Plan legislation that there
be no change in existing private plans without the approval of the employees
participating in such plans, we have been motivated by the knowledge that at
present the respective board of directors of the railway companies hold ab-
solute veto power over the form the pension plan will take. There are separate
plans for the Canadian National and the Canadian Pacific railways, each with
its own set of rules. Each plan is administered by a committee or board of seven
members, four of whom are appointed by the company and three of whom
are elected from among the general chairmen of the organized classes of em-
ployees of the respective companies. The committee or board has the power to
deal with and make recommendations in regard to rules and regulations of
the pension plan, subject to their ratification by the board of directors of the
company involved.
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Under the respective pension plans as we have described them, the em-
ployees do not have an equal right to ensure their desires be implemented.
Railway employees are not wholly satisfied with the present level of pensions
now available to them under their respective plans, and they would welcome
the Canada Pension Plan as a supplement to the present pension plan.

At the time that the pension plan was first being discussed by Parliament,
our employees became quite anxious as to what effect the Canada Pension
Plan would have on their respective pension plans. The Canadian National
did issue a certain circular letter to, I believe, all its employees, and, if I am
permitted, I would like at this time to read it into the record. It is a very
short circular, and it is headed:

Information of Importance to All C.N. Pension Contributors

C.N. plans not to be replaced by Canada Pension Plan. Combined
benefits to be at least equal to C.N. benefits. The legislation to implement
the Canada Pension Plan was introduced in Parliament on March 17th
and the Government announced that after the Easter recess it will be
referred for study to a joint committee of the Senate and House of
Commons.

Mr. Lroyp: Which Easter?
Mr. KNowLES: Easter is a movable feast!
‘Mr. HUNEAULT: I would assume it was last Easter.

Since full details of the proposed Plan only became available with the
introduction of the legislation, the Pension Board has not had an oppor-
tunity to study these details and it will be some time before announce-
ments can be made as to the precise manner in which the C.N. Pension
Plans and the Canada Pension Plan will be co-ordinated.

Reports reaching the Pension and Welfare Plans office indicate that
some employees are becoming unnecessarily concerned as to the possible
effects of the Canada Pension Plan on the C.N. Pension Plans. In the
hope that it will relieve the main concerns which have been expressed,
Mr. G. P. Hamilton, Manager, Pension and Welfare Plans, has been
authorized on behalf of C.N. Management to assure employees that:

1. The CN Pension Plans will not be replaced by the Canada Pension
Plan.

2. Any co-ordination between the Canada Pension Plan and CN Plans
will relate only to contributions and benefits in respect of earnings
and service after the Canada Pension Plan comes into force. It will
not affect pension benefits which have accrued to employees under a
CN Plan up to that time.

3. The combined benefits which an employee will receive under the
Canada Pension Plan and a CN Pension Plan will be at least as
large as the benefits provided at present under the CN Pension Plan.

4. The CN Pension Trust Funds will continue to be held and admin-
istered by Canadian National Railway Company in trust for CN
employees and pensioners for the purpose of providing present
and future pension benefits in accordance with the Rules of the
CN Pension Plans.

Further information will be furnished to employees as soon as it is
possible to do so.

Relative to the Canadian Pacific pension plan, at its Eighty-Third Annual
‘General Meeting of shareholders held on May 6, 1964, it was stated—and I
quote from this report:
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To the existing burden of taxation it now seems likely that there
will be added payroll taxes to cover the costs of proposed Government
pension plans.

Your company established a pension plan for its employees more
than 60 years ago—

Your company established a pension plan for its employees more
than 60 years ago—in 1902. In 1937 the plan was elaborated to provide
for larger pension allowances and for contributions by employees. At the
end of last year, 19,500 people were on the pension payroll and the
company’s share of pension costs, including provisions for future pensions,
exceeded $26 million. The entry of the federal and provincial govern-
ments into this field will make it necessary to revise substantially the
company’s longstanding plan to avoid duplication of costs and benefits.

Mr. KNOWLES: May I interrupt, Mr. Huneault, to ask whether the C.P.R.
puts out for its employees any leaflets comparable to the one you read from
by the C.N.R.?

Mr. HUNEAULT: Not to my knowledge. Perhaps Mr. Clark can elaborate on
that.

Mr. J. H. CLARK (Chairman, Canadian Pacific Railway General Chairmen’s
Association) : None whatsoever.

Mr. HUNEAULT: As we stated in our brief, we feel that the setup of the
different pension plans of the Canadian Pacific and Canadian National could be
bettered. The plan is a condition of employment and yet it is not a part of
the working contract, and the pension committee, as far as the Canadian Pacific
is concerned, and the pension board, as far as the Canadian National is con-
cerned, in any beneficial rules they might introduce, can be vetoed by the board
of directors of either railway.

This is why we appear before you today. If it was a matter of negotiations
we just would not be here.

This will conclude my initial statement at this time, Madam Chairman.

The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much, Mr.
Huneault. Some of the members have indicated that they would like to ask
you questions. Yes, Mr. Prittie.

Mr. PriTTIE: It is obvious that your great fear is unilateral action by the
employers concerning the scale of pension benefits. Is it too long a story to
say how it is that your pension plans are the way they are? That they are
not a question of negotiation? Can this be summarized briefly or is it too long to
go into?

Mr. HUNEAULT: I don’t believe so. I believe Mr. Clark for the Canadian
Pacific and Mr. Raymond on the part of the Canadian National could give us a
very good resume of the reason why.

Mr. CLArRk: Well, the reason why we don’t have it in the collective agree-
ment is that if we were to use our economic strength on it would would have
a bill passed for the continuance of railway operation. It is as simple as
that.

Mr. Francis: I am sorry, Madam Chairman, but I did not hear that.
The CHAIRMAN (Hon. Mrs. Fergusson): Would you speak a bit louder,
please?

Mr. CLARK: One of the reasons why it is not in there is that if we put it
into the agreement it would be negotiated and we would have to use our
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economic strength to bring it about and then we would be faced with a con-
tinuance of railway action such as has been done in the past years. I am
talking about the Railway Continuation Act.

Mr. Basrorp: I am afraid Mr. Clark has lost the committee on that one.

Mr. KNowWLES: That was put in in 1950 before you came here.

The CHAIRMAN (Hon. Mrs. Fergusson): Does that answer your question?

Mr. PRITTIE: I can see that the Railway Continuation Act is not understood
by various members of the committee, but I don’t know much about it myself,
but I would like to ask another question. Are the contributions of employers
and employees equal in your pension plans, generally?

Mr. CLARK: The contributions at the present time are 6 per cent by the
employees and the Canadian Pacific Railway pays its portion of the pension
out of the current revenue.

Mr. Paur Raymonp (Chairman, Canadian National Railways General
Chairmen’s Association): The Canadian National pension plan booklet dealing
with the rules of the pension plan scheme does not specify the percentage
to match the employee’s contribution. As of January 1, 1959, all employees
hired on Canadian National must, under the pension rules, contribute the
equivalent of 53 per cent of wages towards pension benefits. However, in
the Canadian National pension plan there are no provisions whatsoever for
the Canadian National to match that percentage required to be paid by the
employees hired as of the date that I mentioned before.

Mr. PriTTIE: I realize that there is probably a large number of plans
because you represent a great number of trades and levels of income. Is there
any general percentage that a railway worker receives going on retirement now?
That is, a percentage of former income?

Mr. CLARK: I will explain that to you, if you like.
Mr. PriTTIE: Thank you.

Mr. CLARK: Ours is a compulsory plan; it is a condition of work for those
entering the service after 1937. The calculation for all services prior to January
1, 1937 is on the basis of 1} per cent. For all services subsequent to 1937 the
calculation is on the basis of 14 per cent.

Mr. MonNTEITH: Of annual income?

Mr. CLARK: No. In order to calculate the pension you take your last five
years that you have worked under Rule 17. Rule 17 says that you must work
one day in that month in order to have that month qualify for your pension.
So, therefore, it would be the same as taking the last 60 months of work. You
take the average salary for your last 60 months and multiply it by your
percentage of service.

Mr. CanTELON: This is a percentage of years of service?

Mr. CLARK: It is a percentage of your years of service because if you take
your service prior to 1937 and take your percentage on that, let us assume it
was a 10-year period, well you would take 1% per cent on that and then
your service subsequent to 1937 would be 1% of it.

Mr. PRITTIE: Is the C.N. somewhat similar?

Mr. Raymonp: On the C.N. we have in addition to the present plan what
we call the 1959 plan, which covers at the present time approximately 65,000
employees out of a possible total of 90,000. This 1959 plan provides for one-
quarter per cent for the first 30 years of accumulative service, and one-half
per cent for each following year.
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The pension benefits are broken down on this basis, and I will read you
Rule 7, paragraph (1), which explains clearly how the pension is determined:

7. (1) Every contributor who reaches normal retirement date shall
be granted a pension, the monthly amount of which shall be a percentage
of his average monthly compensation for his last sixty months of
allowable service or for any five consecutive calendar years, whichever
is the larger, computed as follows:

19 for each year of allowable service up to twenty years
119% for each year of allowable service during the next then years
139 for each year of allowable service over thirty years.

Then we have what we call the 1935 plan. This is a different arrangement.
The employees may contribute 5, 10 or 20 per cent of their wages, but the
railways will only match it to 5 per cent. Then, under this pension plan of
1935, you buy equities based on five years, 10 years or 15 years of guaranteed
equities. Then you have in the east also what is called the old I.C.R. plan,
for which the employees pay, I believe, 1 per cent of their salary, or a given
percentage of their salary, and are entitled to 1 per cent for each year of
allowable service to reach the calculation of determining their benefits. This
pension dies with the pensioner.

Mr. PritTiE: Well, what I was trying to work out in the latter case is
where an employee has been working for the C.N., for instance, since 1935
or thereabouts, and is going on retirement this year, or was going on retirement
last year. Now, my arithmetic is rather poor. What percentage does he get
from this five-year period?

Mr. RaAyMmonD: You mean the percentage which is his or the money?

Mr. PrITTIE: No, the percentage of his earnings when he was a railway
worker,

Mr. RaymonDp: Presuming that the employee at the age of retirement has
had 45 years of allowable service, he will have under the percentage that I have
mentioned before an equivalent of 60 per cent of his salary. If the employee has
40 years of service he will have the equivalent of 52.5 per cent of his wages as
mentioned before under article 7.

An employee having 35 years will have the equivalent of 45 per cent of his
wages based on the last 60 months or consecutive five years, whichever is
greater. An employee with 30 years will receive 37.5 per cent; an employee
with 25 years will receive 31.25 per cent, and an employee with 20 years’ service
will have the equivalent of 25 per cent of his wages. Now, this gives you quite
a good look at what would be the rates of pension that will be applicable to
people within those groups.

Mr. PriTTIE: Yes. I wanted to try to get the general percentage level that
they were drawing. Obviously, your contention is that the benefits from the
Canada Pension Plan added to the existing pensions would not be too great in
view of the unilateral action of the railways.

Mr. CANTELON: I have a supplementary question, Madam Chairman. Your
members would be happy to pay what I calculate to be 8 per cent of their wages,
if they want to add on top of the Canada Pension Plan what they have now?

Mr. HUNEAULT: That is correct. The people we represent are quite anxious
that the two plans—the railway plan and the Canada Pension Plan—be kept
separate and apart, or be divorced one from the other, in order that the Canada
Pension Plan would supplement their present pension plan.

Mr. PriTTIE: I have one further question, Madam Chairman. Is there any

element of portability. If you leave one railway and go to another do you take
the pension with you?
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Mr. CLARK: None whatsoever.

Mr. RaymonD: On the Canadian National we have a certain clause in our
1959 pension plan. It is Rule 21 which deals with the reciprocal transfer agree-
ment, and it reads:

(1) Every contributor who may be eligible for benefits under a
reciprocal transfer agreement may request the Company to make a
remittance in respect of him in accordance with such agreement, in lieu
of the refund to which he may be entitled under these rules.

This agreement is subject to certain negotiation with the other party in-
volved, with the Canadian National, and as you are probably aware we do not
have this agreement applicable with other industries. It is only with specific
Crown corporations.

Mr. CANTELON: Thank you.

Mr. MonTEITH: I have a supplementary question. I think Mr. Raymond
mentioned those figures down to 20 years. Would you give me the figure for 20
years again?

Mr RaymonD: Yes, 20 years would be 25 per cent.

Mr. MONTEITH: Anybody leaving the employ of the railway prior to that
—what happens to their interest in the pension fund?

Mr. Raymonp: It all depends. I have to be careful in my answer because
I would like you to have a full picture of the problem. We also have within our
1959 pension rules of the Canadian National a section that deals with a deferred
pension. Under this clause an employee with 15 years’ allowable service, and
whose age and years of service add up to 60 or more—that is, an employee who
has 15 years’ service and is 45 years old—on leaving the railway either by
resignation or dismissal can request to have his moneys invested in the plan
left in the plan, and to receive whatever benefits this will accrue to him at the
time he would normally reach retirement age, which is 65. If he does not have
a total of 60 years or more then the employee must withdraw it.

Mr. MoONTEITH: And he withdraws his own share only?

Mr. RaymonD: Yes, plus—

Mr. MonTEITH: Does he get the company’s contribution also?

Mr. Raymonp: No. Under this plan he does not get anything from the
Canadian National. He gets only his money plus the interest that has accrued
to his funds, and which is controlled and specified in the booklet.

Mr. MonTEITH: But if he has 60 years then does the amount that goes
into the future plan have included in it the company’s contribution?

Mr. RaymMmonDd: For all employees who have entered the service prior to
January 1, 1959 it is acknowledged that the railways will have definitely to
pay something towards it. However, we on the Canadian National Pension
Board are of the opinion that subsequent to January, 1959 all employees pay-
ing into the fund, and projecting ourselves into the long term approach—50 to
60 years from now—we feel that employees solely will be contributing to the
plan.

Mr. HuNEAULT: I believe, Madam Chairman, there is one point here that
should be clarified as far as the Canadian Pacific pension is concerned. With
respect to anyone who had service prior to 1937 and who is not a contributor at
the present time, that portion of the pension plan will be paid entirely by
the railways.

Mr. CLaRK: Even if he is a contributor, that portion of the service prior
to 1937 is paid solely by the railways.

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Munro?

21759—3
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Mr. MuNro: Madam Chairman, I wanted to ask the gentleman here some-
thing about this aspect that Mr. Prittie was pursuing, namely, the Railway
Operation Continuation Act, as I believe it is called. I acknowledge that I should
have considerably more knowledge about it than I have, but perhaps the
gentleman can tell me in a very summary fashion the effect of that legislation
so far as the railways are concerned.

Mr. HUNEAULT: Madam Chairman, at the time that the negotiations broke
down we had gone through conciliation, and we were preparing to withdraw
our services from the railways. The Government passed legislation which is
known as the Railway Operation Continuation Act which forced us back to
our jobs, and a settlement was reached—I do not know whether I am correct
in saying this—with the help of the Government.

Mr. Raymonp: With the intervention of the Government.

Mr. Mungro: I understand that you can strike, but then certain provisions
of the act are implemented which would force you to go back to work?

Mr. HuNEAULT: That was done under this act passed by Parliament—the
Railway Operation Continuation Act.

Mr. MoNTEITH: Was it not only to apply during a certain period?

Mr. KNnowLES: I think the gentleman can confirm what I am saying, but
the act itself applied to only that one strike. When that strike was settled
that act was finished. What I think they are saying is that they know that if
another strike was called it is likely that there will be a similar act passed by
Parliament. This took place in september 1950.

Mr. Munro: This would be irrespective of what government was in
office?

Mr. KNowLES: Well, there was a Liberal Government in office in 1950.
Senator Croll was in the House at that time, and I think he and I voted against
the legislation.

Mr. Munro: Then, your feeling is that one of the reasons why pensions
have never been a subject matter of negotiation as far as the railway unions
are concerned is that you feel if you could not come to any agreement with
your employers with respect to pensions—and that might be the only conten-
tious point in your negotiations—and you decided to go out on strike, there might
be further legislation of this kind implemented? Is that your position?

Mr. HuneaULT: Yes, having had that experience back in 1950 we are
living under the shadow that a similar act could again be passed, and if, as
you say, the only subject was pensions then it would be useless for us to
negotiate.

Mr. MuNRro: The reasoning then seems to me that you want to cut down
the ambit of the subject matters of negotiation in order to prevent this possible
type of governmental action?

Mr. HUNEAULT: No, I do not think that is a correct statement. On numerous
occasions—and I can be corrected by my colleagues here on the pension com-
mittee—we have attempted to negotiate a pension plan, and the railways have
refused.

Mr. CrARk: We have been seeking the benefits in there, but to no avail.
If there are things that cost anything then when you appear before the board
of directors you do not stand a chance of getting them.

Mr. RAYMOND: There is another important fact that should be drawn to
the committee’s attention. On the Canadian National our association represents
at least 70,000 scheduled employees, but the pension plan is not restricted only
to the scheduled employees. It is also applicable to the supervisory force, the
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members of which are not a part of the bargaining agent. They total 20,000-odd
at least on the Canadian National, and make up a part of the management which
must be represented, I realize, by another party than this organization. But,
when we deal with any given matter with respect to our pension plan we do
not look at it only on behalf of the employees we represent. We look at it in thz
perspective that all employees of the Canadian National should receive th

greatest benefit that can be obtained. Now, if we were going to negotiate an
agreement—and we would like to negotiate an agreement that would control
pensions—we would also have to take cognizance, I presume, of the fact that
those people who are not actually represented in a collective agreement would
also have to be incorporated in the general scheme of that pension plan. I would
suppose that the same requirements would have to be made by the C.P.R.
General Association if ever we can negotiate our pension plan.

Mr. Munro: In other words, the people who would be directly affected
in this case in successful negotiations would benefit from the work you have
done in order to improve the situation?

Mr. RAYMOND: Yes.

Mr. MuNRro: I do not think this is unusual in many other cases. The effort
that you have put forth to improve the situation would benefit others who are
not members of your union?

Mr. Ravymonp: We certainly have no objection to looking after the benefit
of other workers who are not under our certification. I would be glad to em-
phasize that. We would acknowledge it as part of our responsibility.

Mr. MunRro: Given the very worst possible situation—termination of your
agreement and a series of negotiations taking place between yourselves and
your employers that resulted in no settlement, and a strike being called, and the
Government subsequently forcing you back to work—what happens then, after
you are forced back to work? Do you not go to some further type of negotiation,
resulting in some type of arbitration process? ,

Mr. HUNEAULT: In reply to that, we have only one occasion on the railways
where we did have legislation which forced us back to work, and any subsequent
negotiations between the parties and the Government resulted in an agreement.

Mr. RaymonDd: In 1960 we had a recurrence. A bill was passed to force us
to go back—or, rather, to prevent us going on strike.

Mr. MuNRO: Before you had actually gone on strike?
Mr. RAYMOND: Yes.

Mr. MunNro: And what followed was a meeting between the company and
yourselves and you eventually arrived at some agreement or some negotiations
must have been carried out?

Mr. RayMoND: Arbitration.

Mr. KnowLES: In 1960 Mr. Justice Kellogg was appointed to arbitrate, but
the legislation specified a maximum and a minimum. In other words, he had
an area in which to arbitrate. As I recall, he gave you all he could.

Mr. CLArRk: That was 1950.

Mr. RaymonD: But in 1960 it was a different problem?
Mr. KNOWLES: You were stopped?

Mr. RAYMOND: Yes.

Mr. CLARK: And it was postponed for about six months?

Mr. MuNrOo: Madam Chairman, probably I am pursuing this point too far,
but I am wondering why pensions are not included as a negotiable item, even

if it does result in a process of which one does not approve, even if it should
21759—3}
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result in some type of compulsory arbitration. In a sense, it would be just one
of many items that would be settled by arbitration, is that not so?

Mr. RAYMOND: No, it is much more complicated than this. First of all, under
the requirements of the Canadian laws, when our general conference, at least
non-ops, serves notice, it has to be agreed on a certain platform as to what we
will be seeking. The other group, the operating group of employees, are under
their individual contract and until such time as all the non-ops and the operat-
ing groups contracts expire on the same day, we cannot join together to serve a
similar notice to the railways to the extent that we wish to have negotiations
in respect to the implementation of pension plans. Under the Canadian law we
cannot do a thing about it. I presume the railways are taking advantage of this.

Mr. Munro: In essence, you are following the theme of industry wide bar-
gaining as far as the railways are concerned.

lV_Ir. RaymonD: Actually at the present time our hands are tied. We cannot
negotiate our pension plan because of the requirement of the Canadian laws.

Mr. Munro: This business of different sets of employees belonging to
different unions within a railway industry, and these different categories of
employees with different agreements and different termination dates, is that
what you are referring to?

Mr. RavymonDp: That is one.

Mr. Munro: The correction of this situation, certainly to a degree, would
lie in the area of interior co-operation between the unions involved? I em-
phasize to a degree, and suggest to a considerable degree.

Mr. RaymonD: I would suggest that if the Canadian laws would allow
us to do so and if the railways would be agreeable to meet with us, we would
surely sit down and try to negotiate something with them. We are prepared
to put aside the requirements, the rigidity of the law in this respect, by mutual
consent. However, the railways have not responded to our desire to meet with
them and they say they feel we must remain within the context of the law.

Mr. Munro: I am seeking this by way of information. There is no law
preventing combined co-operative effort between all the railway unions in an
endeavour to negotiate future collective agreements, so that they have the
same termination.

The CHAIRMAN (Hon. Mrs. Fergusson): Are you making a statement?

Mr. RaymonDp: Under the law, to my knowledge you cannot negotiate
anything out of the master agreement that has been reached, without the
mutual consent of both parties. Let us say that our present agreement expires
on December 31, 1965. If we would wish to negotiate something else not
provided for in the agreement that was agreed to, say, on December 31, 1963
for a period of time 1964 and 1965, and if the railway did not want to do it,
they would say ‘“Under the law we have the right to force you to remain
within the scope of the agreement we have reached, and therefore we do not
want to meet with you to discuss this.” Do you follow me? This is the law
that gives them that right, and of course the law gives us the same right.
We are prepared to meet with the railway whenever they wish it, but they
are not prepared to meet us.

Mr. KNowLES: It comes under the Industrial Relations and Disputes In-
vestigation Act.

Mr. MuNro: In railway unions desiring some type of federal activity in
the area of private pension plans, in those industries that fall within federal
jurisdiction, especially the railways—I take it you want the federal Government
to intervene in this area, to ensure that the pension plan rights of your em-
ployees are fully protected and that these pension plans are fully portable. Is
that a fair statement generally of your desire?
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Mr. HUNEAULT: Yes, it is. It is our desire that the Canada Pension Plan
be made a supplement to the existing plans, that is, those plans coming under
federal jurisdiction. We have no objection to other plans, if they wish to
integrate, but in our case we do not want—or our employees, whom we repre-
sent, do not want—integration of the Canada Pension Plan with the existing
private railways plans.

Mr. MUNRO: One of your recommendations seems to be quite distinct from
another. In one area you are recommending that the Canada Pension Plan
benefits and contributions and so on be supplemental to your own private
pension plan. I understand that recommendation. I take it, in another recom-
mendation here distinet from that, you are asking for regulation of private
pension plans coming under federal jurisdiction—presumably to be sure that
all those plans have uniform features, so that there is portability between them.
Am I correct in that?

Mr. HUNEAULT: You are. That is the statement we are making.

Mr. MoNTEITH: Does solvency come in there at all?

Mr. HUNEAULT: Yes, we have mentioned solvency in our agreement.
Mr. MoNTEITH: In this particular category?

Mr. HUNEAULT: Yes.

Mr. MunRro: In view of the fact that a huge area of the whole private
pension plan does fall under provincial jurisdiction, granted with the exception
of those industries that fall within federal jurisdiction, all other pension plans
and private employers’ plans and so on fall within provincial jurisdiction—the
railway unions feel that full portability and uniformity is a desired end in the
private pension field? They would want their private pension plans to be
uniform with other private pension plans in the private area of economy also?
Would that be correct?

Mr. HUNEAULT: What we are asking for in this particular case is that the
private pension plans now in existence in the Canadian railways be made
subject, under regulations, to the mutual agreement between unions and
companies.

Mr. Munro: Yes, but are you not concerned also that they be uniform
and portable with other pension plans in areas completely outside the railway,
presumably with the end that your employees could have freedom of mobility
in regard to where they take jobs?

Mr. HUNEAULT: Yes, in view of the fact that the regulations in private
pension plans, the portability and solvency, is a matter for some private pen-
sion plans under provincial jurisdiction, we are asking that similar application
be made to private pension plans coming under federal jurisdiction.

Mr. MuNRO: In other words, it is the desired end to have all pension plans,
irrespective of whether they fall within the provincial jurisdiction or the federal
jurisdiction, be uniform?

Mr. HUNEAULT: That is right.

Mr. MunRro: Along that line, Madam Chairman, from the suggestion in
the brief, I wonder if I would be in order to ask Mr. Osborne, the research
director advising the committee, if he could inform the committee up to date
of the activities which have been taken on behalf of provincial and federal
governments to accomplish this end, because I think the railway workers—
unions, should be advised of it, and I would appreciate comments with respect
to this activity.

Mr. OsBORNE: Is it your wish, Madam Chairman?
The CHAIRMAN (Hon. Mrs. Fergusson): Yes.
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Mr. OsSBORNE: Madam Chairman, as honourable members know, the
Ontarlo Pensions Benefit Act, the most recent version, prov1des for the port-
ability of pension benefits, and solvency of pension plans in the province. It
does not provide for uniformity of benefits, but does provide, within certain
limitations, that pension benefits will be portable. That is, the employer con-
tribution will be vested and the employee contribution locked in.

The province of Quebec introduced a resolution into the Quebec legislature
that not only would provide a contributory public pension plan for the resi-
dents of the province, but also provide for portability and solvency of private
pension plans within the province.

The Manitoba government also expressed interest in this field and had
draft legislation on the books, which was later withdrawn.

At Ontario’s request, representatives of all the provinces, and observers
from the federal government, met in Toronto on October 16 to discuss the
question of achieving uniformity of pension plan portability and solvency re-
quirements across Canada. It was agreed that draft legislation would be
prepared by a subcommittee, with the hope that such legislation might be
acceptable in all provinces. The subcommittee completed the draft legisla-
tion, and earlier this week a group representing the provinces, with observers
from the federal government, attended a second meeting in Toronto to discuss
this draft legislation.

I think that brings the members of the committee up to date, as far as I
am aware of the developments.

Mr. CANTELON: Madam Chairman, would that mean that if a diesel engine
fireman did not like his job and wanted to transfer, perhaps to Ontario he
could go to work for Massey Ferguson in the shop and his pension be trans-
ferred from the railway to Massey Ferguson, and it would continue?

Mr. OsBORNE: Madam Chairman, the actual arrangements whereby port-
ability would be achieved would not necessarily require that his pension
rights be transferred from a former employer to a new employer; but he would
not lose the rights that he had acquired. It may be that on retirement he
would receive two or three or four pension cheques from different plans. He
would not lose those rights.

Mr. Munro: It would be a question of jurisdiction.

Mr. OsBORNE: In further answer to Mr. Cantelon, he referred to a diesel
fireman, I believe, who is a railway employee. The additional problem here
is what jurisdiction the railway employees are under. If they are under
federal jurisdiction, naturally the provincial legislation would not be effective
for them, and this I understand is why the Brotherhood are looking for
federal legislation, presumably legislation which would parallel any legisla-
tion adopted by the provinces, for employees of companies under federal juris-
diction, if such there be.

Mr. KNOWLES: And presumably this is what Mr. Gordon forecast in his
statement to the house, to which the delegation has already referred.

Mr. LLoyp: Madam Chairman, may I ask a supplementary question?

The CHAIRMAN (Hon. Mrs. Fergusson): Yes.

Mr. Lroyp: Madam Chairman, at these conferences did discussions take
place on the question of providing employees with the right to be consulted
on proposed legislation for pension plans?

Mr. OsBorNE: I do not feel at liberty, as a federal observer at one of the
conferences, to go into details on what was discussed or not discussed. To the
best of my recollection the question of how portability—well, I am not sure
I understand the question completely.
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Mr. Lroyp: I sympathize with you. As I understand it, at these conferences,
I understand permiers and officers have all discussed the wisdom of establish-
ing uniform private pension plans across Canada?

Mr. OsBoRNE: Not premiers.

Mr. Lroyp: Well, officials. For my purposes, all I want to know is, those
that are considering legislation to standardize private plans, have they at any
time discussed this question of providing for employees a right to be consulted
in any of the matters that would be the subject matter of legislation by
provinces? i

The CHAIRMAN (Hon. Mrs. Fergusson): Perhaps Mr. Osborne is not pre-
pared to make a statement on this.

Mr. OsBorNE: I would like to add one point. The proposal was that the
Ontario Pension Benefits Act would be roughly the model for provincial legis-
lation, with possible changes. In the development of the Ontario Pension
Benefits Act a great many people were consulted. There was a commission
which sat for two or three years studying this question and hearing briefs.
They heard briefs from representatives of labour organizations as well as from
management and other interested parties. To that extent the general opinions
of employees, through their representatives, were obtained by the commission
that made the recommendation to the Ontario government that led to the
establishment of the Ontario Pension Benefits Act.

The CHAIRMAN (Hon. Mrs. Fergusson): Are you going further along this
line, Mr. Munro? Because it seems to me definitely that we have a recom-
mendation on page 1, article 5, from the delegation that is before us, and we
can hear what they have to say, and then we can go over the act again, de-
ciding what we will recommend. So it seems to me that is the time we should
make that investigation about what has happened up until now. Do you not
think so?

Mr. Mungro: I agree, Madam Chairman. However, just from the point of
view of gaining information, I wanted to find out this difficulty as outlined in
the brief with respect to private pension plans and how the railway workers
have related that to the Canada Pension Plan.

My only other question in this area that I wanted to speak, just to make
it clear, and it does affect the pension field, is that if my understanding is
correct, you regard the Industrial Relations and Disputes Investigation Act
provisions are obstacles to your desired end of obtaining industry-wide bar-
gaining in the railway industry.

Mr. HuNeEAULT: Yes, Madam Chairman. The Canadian Pacific plan and
the Canadian National pension plan cover all their employees under the dif-
ferent contracts; and, as Mr. Raymond indicated, the expiry date of the agree-
ments do not permit us to negotiate or serve notice under the Industrial Rela-
tions and Disputes Investigation Act, which does not permit us the right, when
one group, the non-operating group, as was referred to, to serve notice jointly;
but the running trades so serve their notices at different times on separate
notices. This is the one barrier. It prevents the serving of notices to include the
pension provisions as a bargaining matter.

Mr. Munro: I am very interested to obtain the information that the rail-
way unions have informed us of today, and I think the difficulties we are
experiencing, so far as the private pension plans are concerned, are certainly
enlightening and bear looking into. I am glad that they brought it up in their
brief for this purpose.

The only remaining question I have—but I am sorry for continuing so
long—is that I take it that aside from your particular problems in the area
of private pension plans and your understandable desire to have the Canada



1478 JOINT COMMITTEE

Pension Plan supplemental to your private pension plans, you are very much
in favour of the provisions of the Canada Pension Plan and it has your whole-
hearted backing?

Mr. HUNEAULT: I believe, Madam Chairman, we did make that statement
in our brief. However, I would want again to come to the point where in my
opening remarks I stated that the Minister of the Crown had made this state-
ment that, as we understand it, there is provincial legislation affecting private
pension plans, and we took it for granted that the minister’s statement was in
good faith, and we did not make any comment on that particular feature, be-
cause we assumed the minister made the statement in good faith, and we felt
that there was nothing more to be said on that particular point, and that as
soon as the major agreement was reached with the provinces, the federal gov-
ernment would have legislation comparable to the provinces, which would
solve that problem for us.

Mr. Munro: I think you have heard today from Mr. Osborne, the efforts
that the federal Government is now undertaking to accomplish this end?

Mr. HUNEAULT: Yes, I have.

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Raymond has pointed out to
me that section 3 on page 1 of the brief definitely sets out that our witnesses
think there is a need in Canada for this type of plan, such as outlined in Bill
C-136, and that they favour the principle of contributory wage-related plans
under Government auspices.

Mr. HUNEAULT: Yes, that is our statement.

The CHAIRMAN (Hon. Mrs. Fergusson): This is definitely your statement?
Mr. HUNEAULT: Yes, that is our statement.

Mr. RAYyMOND: This is the answer to your question: It is Hansard and
paragraph 3, as stated by you, Madam Chairman.

Mr. KNOWLES: Madam Chairman, may I put two questions to Mr. Huneault
and his colleagues? First of all, when you ask for legislation of the kind the
Minister of Finance has now promised—and we both accept his word on that—
legislation protecting pension plans of workers who come under federal labour
jurisdiction, do you do so in light of any experiences you have had that make
you feel this kind of legislation is necessary?

Mr. HUNEAULT: Yes, we feel our pension plans—and I think we have in-
dicated that in our brief—are not wholly satisfactory. We are not wholly
satisfied with the benefits from them, and we would welcome the Canada
Pension Plan as a supplement.

Mr. KNOoWLES: I am sorry, but I am not speaking about that part, the sup-
plement. I will come to that in a moment. I am talking about the legislation you
are asking for to protect the solvency and portability of federal pension plans.
Have you had any experience which has led you to fear that any of your pension
plans or pension funds might not be as fully protected as you would like them
to be?

Mr. HUNEAULT: Yes, and I would like to refer that question to Mr. Clark,
who could possibly make a statement relative to Canadian Pacific Railway.

Mr. CLARK: Under the Canadian Pacific’s plan, if an individual leaves the
company prior to securing a pension, all he gets in return are the contributions

that he made, without any interest or anything else. There is no part of the
company money in there whatever.

Mr. MonNTEITH: This is where it differs a little from the C.N.?

Mr. CLARK: Yes, it does differ a little bit in that respect. If you are looking
at the solvency of the fund, you know there have been some things appearing
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lately in some of our papers across the country, where there have been a num-
ber of eyebrows raised, if you want to put it that way, as to the trustee manipu-
lation of the fund. There was a fair statement made in the paper that in the
case of central Del Rio there were some 400,000-odd shares changed hands
directly from the Canadian Pacific Pension Trust Fund to the Canadian Pacific
investments. There is one research bureau that works for the two factions, if
you want to put it that way, and I guess it is easy to make the transfer.

Mr. KNOoWLES: It is this kind of thing, the facts of which we do not really
have, that you want to prevent—

Mr. CLARK: Yes, we want to stop it.

Mr. KNOWLES: —Dby the kind of legislation you are asking for—and I need
not pursue it?

Mr. CLARK: Yes.

Mr. KNOWLES: You said that Mr. Gordon said the federal Government is
going to bring in this kind of legislation, and you are prepared to wait?

Mr. CLARK: Yes.

Mr. KNowLES: Not too long, we hope.

Mr. CLARK: Yes, not too long, we hope.

Mr. KnowLES: I would like to ask some questions about the other part of
your recommendation, namely the suggestion that the railway workers really
want the Canada Pension Plan on top of and not as a substitution for part of
your present plans. I think you have made it clear that you want it. You made
it clear in your answers to Mr. Cantelon that you are prepared to pay the

extra costs, but perhaps on that point I might ask a question on detail. You now
pay 5% per cent?

Mr. HUNEAULT: On the Canadian National, and 6 per cent on the Canadian
Pacific.

Mr. KNOowWLES: That is on gross income?

Mr. HuUNEAULT: Yes, that is right.

Mr. KNOowLES: So that if the Canada Pension Plan is added, without any

diminishing of the railway plan, you would pay another 1.8 per cent, but not
on the whole of your income?

Mr. HUNEAULT: Under the Canada Pension Plan, as I understand it, Mr.
Knowles, we would be paying 1 per cent on the maximum of $5,000.

Mr. KNOWLES: 1.8 per cent above $600.

Mr. HuNEAULT: Yes, 1.8 per cent above $600.

Mr. KNOWLES: So it would not bring your effective rate from 5% per cent
to 7.3, or from 6 per cent up to 7.8 per cent, but to something less than that?

Mr. HUNEAULT: Yes.

Mr. KNowLES: But whatever it is, the employees for whom you speak are
prepared to pay the extra in order to get the extra pension?

Mr. HUNEAULT: Yes, that is a correct statement.

Mr. LEBOE: A good many of the railway employees I am acquainted with,
that are new on the job, feel even the 53 per cent and the 6 per cent is quite
a heavy drag. Have you anything in your experience that would bear that out?
This is what they tell me, and I have travelled many miles up in my country
in a caboose or on the engines. I am talking particularly of the running trades.

Mr. HUNEAULT: Mr. Leboe, as far as I am concerned, I have heard no
complaints, and I am sure my two confréres here would state similarly. You
have had no complaints about the 5% per cent on Canadian National or the 6
per cent on Canadian Pacific?



1480 JOINT COMMITTEE

Mr. CLARK: One thing would bear that out, is that prior to 1937 we did
not have the plan, and then for those entering the service after. 1937 it was
a condition of employment. Then, from time to time we had various numbers
of requests from those individuals who did not see fit to sign up in the plan,
and they continually kept making this request. In 1949 they did open the plan
up again, and quite a number of employees did come in under the plan again.
We are still having that same request being made. So to say, then, Mr. Leboe,
that anybody bears out the fact of your statement, they must be way in the
minority.

Mr. Basrorp: The problem is Mr. Leboe travels on the provincially owned
P.G.E.

Mr. LEBOE: No, it is the Canadian National I travel on.

Mr. Basrorp: The employees there are very concerned about the way the
premier and Mr. Gunderson are managing the pension plan.

Mr. LEBOE: Let us keep politics out of this. I travel on Canadian National,
and I think the witness is for it. It has been a personal experience of mine
that while they feel they are paying enough they wouldn’t want it to go any
higher. This is with the younger people. I notice from your statement, after a
few years when they get a few years on the railway and they get their house
half paid for, their car paid for and other things, I think they change their
minds a bit.

Mr. Raymonp: I think I would be very well qualified, with Mr. Huneault,
to truthfully answer your question, because I suspect you have been travelling
on the C.N. caboose.

Mr. LEBOE: That is right, and the engine.

Mr. RaymonD: By virtue of my position I am in receipt of correspondence
from all affiliated unions, in fact all uniens, operating and non-operating,
working on the Canadian National. The statement you made is true, but it
has to be qualified. The Canadian National employees, from the file at my
disposal, are paying too much at present, the 53 per cent, if you consider the
benefits available to them under the present plan. This is their position. They
feel this, and we have a whole lot of resolutions pending. It has been submitted
to our association by those organizations to the effect the present rate of 1%
per cent for the first 30 years and 14 per cent for the subsequent years should
be increased to a flat 1} per cent for all years, and, if possible, at 2 per cent
per year. If you take it in this context, yes, the Canadian National employees are
not satisfied, and they feel they are paying too much at the present rate,
because they feel they should have more benefits for the percentage of wages
they pay towards their pension plan. Is that clear?

Mr. LEBOE: Yes, thank you.

Mr. KNowLES: I take it we have at least got the other point clear, and that
is that the employees do want the Canada Pension Plan added to what they are
now obtaining for themselves by way of pension. Perhaps you have said it
already, but I think it would be useful for me to put this question to you: Do
you ask that the Canada Pension Plan legislation absolutely prohibit railway
employers from cutting back their own pension plans when the Canada Pension
Plan comes into effect, or are you asking that the legislation require that
there be consultation between employers and employees on this point?

Mr. CrARK: I believe that the statement that I did make was to the effect
that any changes that would be made subsequent to the Canada Pension Plan
coming into effect would be a matter of consultation between the unions and
the railways. That is the statement that I made.
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Mr. KNowLES: You are prepared to recognize that some other employees in
other industries might be quite happy to have integration, but speaking for
the railway employees, you want what we call decking?

Mr. CLARK: That is right. I believe I also made the statement, Mr. Knowles,
that I understood the superannuation of the civil service group was being
worked out, and I said we had no objection to any other private pension plan
coming under federal jurisdiction to be integrated if they so desired. What the
railways are actually asking, though, is that if there is going to be integration
we should be consulted first on it. There should be mutual agreement on it.

Mr. KNOWLES: Despite the fact that you have been effective in collective
bargaining, this is an area where you would like to have it, that is, bargaining
on the Canada Pension Plan. There is a great temptation to ask questions con-
cerning the depression of a great number of years ago, 1910 or 1920, about
pensions that were designed because of strikes and so on, but I think we might
have an interesting visit with John Munro some day and tell him about this and
how much this question means to people now. However, I will not ask any ques-
tions about that, but will confine myself to this question. Are all the employees
of the two railways—and I ask it first of Mr. Clark and then Mr. Raymond—now
in the pension plans? Are people who are now in the railways included in the
companies’ pension plans?

Mr. CLARK: No, we have a number on the Canadian Pacific who are still
not.

Mr. KNowLES: Tell us how many, and relate that to the total.

Mr. CrLark: I’ll just have to look up those figures.

Mr. RaymonDp: While Mr. Clark is looking for his fact, I can give you the
Canadian National figures. Generally speaking, pensions which we have cover
approximately 90,000-odd employees in the Canadian National-—somewhere
over 90,000. Over 65,000 of these employees are covered by what we call the 1959
plan. There are about 6,300 employees who are covered under the old 1935
plan, that is, those that have guaranteed equities, and then there are about
1,000 of them who are under the old I.C.R. plan in the east, and then there are
approximately at least 18,000 employees who are under the old 1935 plan but
who were non-contributors and therefore are only allowed a basic pension of
$25 a month now. So the question you are asking me, Mr. Knowles, is answered
this way: You can see very accurately that there are over 65,000—between
65,100 and 65,200 employees—who are contributors to the 1959 plan, and there
are about 6,200 or 6,300 employees contributing to the old 1935 plan, that is
the guaranteed equity, and there are about 700 employees under the old I.C.R.
plan, and there are over 18,000 employees whom we term non-contributors of
the 1935 plan which allows them a basic pension of $25 a month. This pension
dies when the pensioner dies.

Mr. MonTEITH: Was this their choice?

Mr. RaymonDp: Yes, for various reasons they had determined, deemed it
necessary not to contribute because at the time these Canadian National
employees, specified within this 18,000, were required to commit themselves
to pay back their deficiencies, which amounted to several thousands of dollars
in several cases. In most cases it was at least $3,000, and most of them, I
would say, were part of those 1918 or 1922 men, or 1930 employees who were
laid off through the depression time.

Mr. CLARK: In October of 1964 we were trying to see what the effect of
the question that you have just raised might be on some of the individuals
and the number of employees not eligible and presently in service, and I
took it from only the age of 50, but I took the male and female, and from 50
to 64 it is 4,086 males, and for females from 50 to 64 it is 680, bringing a total
of 4,766.
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Now, I have them year by year, but I just gave you the totals there.

Mr. KNowLES: In other words, the total picture we are getting from rep-
resentatives of both railways suggests that the common notion that people
have that rail workers are sort of the elite in terms of pensions is a notion
which needs to be modified.

There is room for improving your pension scheme and this is one of the
reasons you are so keen to have the Canada Pension Plan in addition.

Mr. CrLARK: Yes, there is also another reason too. Some three or four
years ago we were then seeking improvements on the Canadian Pacific plan,
and the wind, if I might say it, came along and there was this possibility of
a Canada pension, and up until that time there was the possibility of us
receiving some of the benefits for which we asked, and one was, namely, an
increase from 11 to 1} per cent. Since the wind of the Canada pension plan
came in they don’t want to make the move now until they find out exactly
what the cost is going to be of the Canada Pension Plan. If they are going
to integrate them, then from where I am sitting at least it would be tantamount
to our paying the railway portion, or at least the greater portion of it by
integration.

If we don’t get the benefits because they have that added burden of the
Canada pension, then we are not going to get the benefits in there.

Mr. KnowLES: I gather you would like to get this question settled as soon
as you can.
Mr. CrLark: I certainly would.

Mr. KNOWLES: So you would know where you are. I have just one question.
Mr. Huneault, I have seen you around a number of the sessions of this com-
mittee and I noticed you were here this morning when representatives of
retired civil servants pledged the case of former civil servants already retired.
Would there be something parallel to this on the part of railway workers?
Would they find themselves spoken for by these civil servant representatives?

Mr. HuNEAULT: I was quite impressed by the evidence given by the wit-
nesses this morning, and I was also impressed by the fact of the members
of the committee in the manner in which they were received. I do say that
they were speaking not only on behalf of their own organization; they were
speaking for Canadians as a whole, which includes the railway people.

Mr. RaymonD: Could I add one comment following the question of Mr.
Knowles?

I would like to direct your attention, Mr. Knowles, and the committee’s,
to the Canadian National—and I think it is the same thing for the C.P.R., and
Mr. Clark can vouch for that—that one of the main things that we must not lose
sight of is this: Canadian National employees contributing to any given plan
cannot under the requirements of the rules withdraw their contributions now.
It is on a compulsory basis to all contributors. At the time these people chose,
say those 65,00 employees to whom I have referred before—at the time
these people committed themselves to specific regulations based on certain
benefits and the hope to further improve those benefits. Now, with the introduc-
tion of a Canada Pension Plan, if those benefits are going to be reduced as
compared to what will be available to the general Canadian citizen, then we

say that the compulsory part of our pension plan should be cancelled. Do you
follow what I mean?

This is another one that we are keenly concerned with. If a contributor
of the 1959 plan or the 1935 plan, which is now by the introduction of this
bill to withdraw whatever he has put into the Canadian national plan, and
be the recipient of only what the Canadian Government will make available
to the citizens, he must resign from the Canadian National Railway plan. This
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is certainly a drawback. Employers are faced with this, if the railways are
going to take the unilateral position that the plans will be consolidated or
integrated.

You must realize yourself when you have contributed to these plans for
several years that you have quite a lot of money invested in them, based on
specific benefits you were promised because, and that in effect it is a contract,
but then you find in the course of the life of the contract the conditions are
changed and you have nothing to say about it. If you compare the present
benefits that are available to the Canadian National employees versus the
benefits that will be available to the Canadian citizens under this act, you will
find that the Canadian National employees will be actually deprived of certain
benefits and certain rights which are allowed to other Canadians. This is men-
tioned in Articles 15 and 16 on pages 4 and 5 of our brief.

Mr. KNowLES: Thank you very much.

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Monteith?

Mr. MonTeITH: I think my questions have been answered, Madam
Chairman.

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Gray?

Mr. GRAY: Madam Chairman, Mr. Knowles covered part of the area about
which I wanted to ask questions, namely, that with respect to the number
of employees who were not covered at all by the plans on the railways or who
do not have these benefits. I just wanted to remark that it is very interesting to
hear that with respect to the railway industry in Canada, which has been a
pioneer in the field of private pensions, there are so many people at this date who
do not have a pension at all, or who have only very modest benefits under orig-
inal plans. This is an interesting reply to other witnesses who have come
before us and endeavoured to indicate that industry will be providing private
plans with relative swiftness, thus lessening the need for the Canada Pension
Plan. I do not know whether the witnesses would care to comment on that at
all.

Mr. CraARk: If an employee on the Canadian Pacific cannot enter the plan
if when he enters the service he is above the age of 40—that is, if he has
passed his 40th birthday when he enters the service—then there is no op-
portunity for him to get into a plan at all.

Mr. GrAY: And pension plans first came into existence on the Canadian
Pacific in what year?

Mr. Crark: Well, they did start a plan in 1902 on the Canadian Pacific,
but it was a non-contributory plan. On January 1 of 1937 a contributory plan
was started. The employees then had the chance, regardless of their age, to
enter the plan.

Mr. Gray: The point I am trying to make is that this is not very encourag-
ing when we are told that private industry will take care of this problem
with great swiftness, and that we do not have to act.

The CHAIRMAN (Hon. Mrs. Fergusson): Is that all, Mr. Gray?

Mr. Gray: Yes, thank you very much.

The CHAIRMAN (Hon. Mrs. Fergusson): Mrs. Rideout?

Mrs. RipEouT: Madam Chairman, I feel very much at home here today
with the gentlemen from the railway brotherhoods. Moncton is in my constitu-
ency, and it is known as a railway town. Also, the new C.N.R. hump yard is
there. I might also mention that I started my career in life working for the
railway, and I want to compliment you gentlemen on your brief, and to say
that I sympathize with your problems. I know that there are problems with
the different pension schemes in the railways, and I shall take advantage of
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this opportunity to ask you a question which is asked of me whenever I am at
home in my riding. I might add that it refers in many cases to widows. My
husband was an employee of the railway. He was under the new pension plan,
so I am also a pensioner.

This is the question I should like to ask you. In the old Provident Fund, as
you explained it today, the employee contributes so much and the employer
matches his contribution, but when he dies his widow receives no benefit. She
does not receive a pension. Am I correct in that?

Mr. Raymonp: To my knowledge, under the old plan—I am not talking
about the 1935 plan. The old Provident Plan, to my knowledge, provided that
the pension dies with the employee or the pensioner.

Mrs. RmeouT: Yes, and also these employees are not permitted to join
the new railway pension plan. There are only certain times at which they
are allowed to join—certain periods.

Mr. RAyMmonD: That is right.

Mrs. RmpeouT: And at that time they have to make a substantial cash
payment to the railway; is that correct?

Mr. RAymonD: There were two occasions when the employees governed
by the previous pension plans were given the opportunity to join the recent
plan. First of all, in 1954 there was a big campaign made as a result of the
introduction of the first revised pension plan in 1952. The campaign was held
in 1954 and all non-contributors were approached.

Again, the same opportunity was given to all employees when the plan was
further revised in 1959. The plan was revised in 1959, but the canvas actually
took place in 1958.

It is a rule of practice that any employee who was not on the payroll as
at December 31, 1958, and who is recalled back into the Canadian National
service, will be given the opportunity of making up his mind or coming to a
decision. On coming to that decision to now become subject to the new plan
they do not necessarily have to pay whatever deficiency they may owe to the
railways. They only acknowledge the commitment that they will have to pay
it in order to be the recipient of the full benefits of the plan. If they do not
pay this deficiency then this is taken away from the total benefits, and there is
a special formula that is used for the breaking down of the amount of money
that will now be paid to the pensioner or to his estate depending on the cost
based on the actual deficiency or lack of contribution.

Mrs. RipEouT: But there have been some employees who were not able to
take advantage of the opportunity of joining the new plan simply because they
could not find the money that was needed. There were some employees who
were not able to join the new plan for that reason?

Mr. RaymonDp: Yes. I replied to this partially before, and I should like to
further enlarge on that. In addition to the vast sum of money that these people
would have actually committeed themselves to pay in order to be the recipient
of full benefits, you must also consider those employees who are veterans—
those who have served in the armed forces and who are by virtue of that
service in the armed forces subject to certain benefits under Government
regulation. If you tie up everything together I presume there is a vast majority
of these 18,000 non-contributors who, considering the commitment they would
have to make in order to be the recipient of the full benefits of the 1959 plan
and all other aspects, came to the conclusion that they would be better off as
a non-contributor under the 1935 plan receiving a pension of $25 as long as
the Canadian National will continue to pay it, and also being the recipient
of whatever benefits are allowable to them under any regulation or legislation
passed by the Government.
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Mrs. RipeouT: I feel—and I wonder what your feeling is—that these people
will particularly welcome the opportunity to have the Canada Pension Plan
because it will protect their wives.

Mr. RaymonD: I spoke to many of them, and as far as they are concerned
they told me bluntly: “Mr. Raymond, we do not wish to participate under
the 1959 plan, and we are looking forward to the implementation of this bill
C-136 because we will then be the recipients of something that we feel will
allow us to go on pension with a certain amount of dignity”.

To further compound the problems, in order to facilitate the task of
reaching a decision under the proposed legislation—if you will allow me, Madam
Chairman—an employee who would earn an average adjusted monthly wage of
$300 under the proposed legislation will be entitled to receive a pension of
$75 a month. Under the Canadian National 1959 plan an employee earning an
average of $300 a month, in order to qualify for a pension of $75 must have
at least 20 year’s service, and he must pay 5% per cent of his wages. Under the
federal proposal the employee will be required to work for only ten years, and
to pay 1.8 per cent of his wages in order to receive a pension of the same
amount. The non-contributors, as far as we are concerned, are better off with
the proposed legislation, being part of the 1959 plan. If this 1959 plan is further
reduced by the integration of the plan, then we say it is a further injustice
towards those contributors.

Mrs. RipEOUT: As you know, I am sure, you have many people writing
to you as they write to me; and I think the answer is in our pension plan some
allowance for widows, which was not under cover. So really you are going
to solve one problem. You may be taking out many, many more but at least
one will be solved.

Mr. RAymonD: We have to look after the widows and the estate.

Mr. Basrorp: My older brother is employed in the C.N. pump yard in
Winnipeg and I would like to pay a special welcome to the Railway Brother-
hood, from the committee. I would like to highlight the preliminary submis-
sion. A letter from the C.N.R. was read out, a letter to the C.N. contributors,
which had four points in it. I wonder which of those points you disagree with,
as to the way the C.N. handled their plan?

Mr. RAymonD: What we are objecting to is basically contained under two
and three of that circular letter that the railways sent out, and if you care, I
will read it. It says:

1. C. N. pension plans will not be replaced by the Canada Pension
Plan.

We know that the railways have definitely stated they have no intention to
scrap the plan as a whole, so this is not in question at the present time. They
say:
2. Any co-ordination between the Canada Pension Plan and the
C.N.R. pension plan will relate only to contributions and earnings in
respect to earnings and service after the Canada Pension Plan comes
into force.

You will see now where they are planning to do something. They say:
It will not affect pension benefits which would have accrued to
employees under the C.N. pension plan up to that time.

We say that, on the implementation of this Canada Pension Plan across the
country, we should obtain what we are paying under our present pension plan,
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and whatever is required under the law our employees would pay it in order
to be recipients of that extra benefit. They say:
3. The combined benefits which the employee will receive under the
C.N. and the Canada Pension Plan will be at least as much as are at
present provided under the C.N.R. pension plan.

We object to this, because we feel that the Canadian National, instead of
paying to the Government the same as any other employee will be required
to pay, 1.8 of the equivalent wages of their employees, towards the Canada
Pension Plan, the C.N.R. will recoup some of the investment or the obligations
that they are now facing towards the employees who are not subject to the
compulsory clauses of 1959.

Eventually, if we project ourselves on a period of time of possibly 50 to 100
years, the railways will not be paying anything towards the plan, because the
C.P.P. will eventually be increased, with the projected improvement of the
plan and whatever is projected by the actuaries. We feel—in the Canadian
National, and possibly the Canadian Pacific have the same opinion—that, in
the far analysis, the employees will be paying the entire shot, while the
railways will be recouping their obligation to their own private plan by
paying it to the federal Government.

Mr. Basrorp: Was that letter dated February of last year?

Mr. RaymonDd: There is no date on this, but to my knowledge it was sent
out early last year.

Mr. BAsForp: Has there been no further communication?

Mr. Raymonp: I say this because, to my knowledge, resulting from the
issuance of this bulletin, several of the organizations have taken the trouble
to write to the Canadian National, supplying copies to me, and also have
written to me objecting to this. At one of our annual meetings last year this
matter came up for discussion, because it had been distributed to the em-
ployees. So I would say it is shortly after January of last year.

Mr. Basrorp: Do I understand your position clearly then? I take it you
have studied the evidence of the committee, when it was outlined as to the
system of integration which was going to apply to the Civil Service Super-
annuation Act? ;

Mr. HuNeEAaULT: We have studied it, yes, to some extent.

Mr. Basrorp: I understand you do not want to follow that same procedure
in the case of C.N. pensions?

Mr. HuNEAULT: That is correct.

Mr. Basrorp: This is because you feel your existing pension plans are
not quite adequate.

Mr. HUNEAULT: That is a correct statement.

Mr. BAsForp: With the addition of the Canada Pension Plan, which you
approve entirely, it would be more adequate?

Mr. HuNEAULT: It would increase the benefits to the pensioners.

Mr. Raymonp: This circular letter apparently came out of sequence to
March 17, because it is mentioned in it that legislation introducing the Canada
Pension Plan was introduced in Parliament on March 17. So this came sub-
sequent to that date.

Mr. BasrorDp: There is no circular relevant to this Bill C-136?

Mr. HUNEAULT: In addition to this?

Mr. Basrorp: Bill C-75?

Mr. HUNEAULT: There have been no recent circulars that we know of.
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Mr. RaymonDp: May I point out, though, that this matter was brought
to the attention of the Canadian National, and I presume also to the attention
of the C.P.R. As I stated, we have a number of resolutions that we would
like to present to the railways. At the time this came off, we were in the midst
of preparing a brief containing recommendations to be presented to the Board
of Pensions. Because of this, it was deemed necessary to delay the presentation
of our brief, because we did not know the full contents of the proposed legis-
lation. This policy has also been followed by our railway, to wait until the
full thing has been agreed to by the Government and then sit down. They
have always said that they wished to do a certain amount of integration.

Mr. Basrorp: As I understand your brief, you are not entirelsf\opposed to
integration, if it is done on a bilateral basis, that is, done with your agreement?

Mr. RaymonD: Yes. Then we have a chance to express the views of our
employees with those who studied the case and so on. We have to take this
responsibility. We are agreeing to meet that responsibility, but we want to be
given a chance, at least, to sit across the table with the railways and discuss
these things and come to some conclusion that we feel will adequately repre-
sent the interest of the people concerned. We do not have this, technically
speaking, we may present our brief but the board of directors can block it.
(Translation)

Mr. COTE (Longueuil): I think I can tell by your accent, Mr. Raymond,
that you are French-speaking and I presume also that you are from the Prov-
ince of Quebec. First of all I would like to congratulate you on the ease with
which you express yourself in the language of Shakespeare and also on your
wide knowledge of pension plans. Do Canadian-National employees who live
and work in the Province of Quebec entertain any fears or apprehensions as a
result of the fact that Quebec is setting up its own system just like Canada?

Mr. RaymMmonD: If such fears exist, they have never been brought to my
notice.

Mr. COTE (Longueuil): Are your employees aware that the Province of
Quebec’s pension plan allows for transfer to all the other provinces of the
country?

Mr. RaymonDd: I fully believe that most Canadian-National employees—
and I can refer only to Canadian-National—follow events very closely and
should know that the government of the Province of Quebec intends to adopt
the necessary measures to make pension plan benefits portable.

Mr. CoTE (Longueuil): Do you, personally, as an expert in pension plans,
see any disadvantages in the fact that Quebec is setting up its own plan?

Mr. RaymonD: No, none.

Mr. COTE (Longueuil): Do you see any advantage in Quebec’s having its
own plan?

Mr. RaymonDp: The Province of Quebec itself? I don’t know. I am not in
politics.

Mr. C6TE (Longueuil): May I add one little comment, Mr. Raymond? I
believe the very large number of railway employees in the Province of Quebec
has had some effect on negotiations between the Province of Quebec and the
federal government so far as the implementation of identical plans by the
federal government and the Province of Quebec is concerned. I also believe
that this factor may be a guarantee for the future, in the event of certain
changes in the pension plans. The same changes will be effected by the Province
of Quebec and by the federal government.

Mr. FranciS: This is a matter of federal jurisdiction.
21759—4
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Mr. RaymonDp: I shall answer like this. To the best of my knowledge,
Canadian-National or Canadian-Pacific employees have at their disposal a pen-
sion fund while most of the other industries do not have one and that has
certainly had some bearing on the decision taken by the government of Quebec
in meeting its obligations toward the population. But it is not up to me to say
more than that.

Mr. COTE (Longueuil): But I, myself, believe that the fact that there are
many railway employees in the Province of Quebec has had some influence—

Mr. RAYMoOND: Definitely.

Mr. COTE (Longueuil): Are you yourself, as well as your association, in
favour of the provision in Bill C-136 which ties benefits to the cost of living
index in such a way that benefits will increase if the cost of living goes up?

Mr. RAymonD: We are in favour of this principle.

(Text)

Mr. HunNEAULT: I will tell you why I said that. At one convention, when
I used the English term, someone said, “Since when, Paul, have you changed
your ethnic group?”

Mr. Lroyp: Madam Chairman, the Canadian Pacific Railway and the
Canadian National Railways, I take it, provide pension funds for their em-
ployees on roughly a comparable basis, or are they of a differing nature?
I gather they are unit systems and that the benefits are based on the best five
consecutive years or the last 60 months, as the case may be.

Mr. CLARK: In the Canadian Pacific you have the choice of the best five
years or any calendar five years that you care to mention, but in no case would
they be less than the last five years.

Mr. LLoyDp: And the percentage of contributions are the same?

Mr. CLARK: Well, half a per cent difference.

Mr. Lroyp: And in both cases, that is, the CPR, and the CNR, there are
no bargaining rights with respect to pensions?

Mr. HUNEAULT: None whatsoever.

Mr. LLoyD: It appears to me that the system which you both have is known
as the unit pension plan. In other words, your moneys and those of the rail-
ways are not put into a trust fund and attached to it. It is a little different
from that. I think you go on the basis of the guarantee that if you achieve
certain factors, qualifications, then you are entitled to certain benefits, and in
the one case the company is responsible for the liability of a private plan, and
in the other case, the government is responsible; but generally speaking both
the CPR and the CNR tend to keep the pension benefits, because it has to do
with compensation pretty well on the same level. Now, if this is so, I believe
you quoted, Mr. Raymond, from a pamphlet of the CNR earlier in your
evidence, and did you give some illustrations to Mr. Prittie, I believe it was,
of benefits being derived under certain conditions? Were you quoting from
this particular pamphlet when you gave those illustrations, or were you quoting
from something else?

Mr. RAYMOND: You mean the percentage credited to so many years
service?

Mr. LLoyp: Yes. You took an example here in the supplement to your
Canadian National Railway Pension Plan Rules, effective January 1st, 1959,
and it shows, for example, employee retirement at December 31, 1958, in this
particular illustration. At age 65, with 35 years service, six months allowable
service, and for a rate of $350 a month, which would be the last 60 months
average earnings, it turns out he retires on a pension of 40 per cent of that
amount.
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Now you give another illustration where at age 55, 40 years of allowable
service and presumably he would have to start at age 15 to accomplish this,
he would achieve a pension equivalent to 47 per cent for his best number of
years, or last 60 months.

Mr. RaymonDp: I did not quote those figures. So apparently we are not
using the same document.

Mr. LLoyDp: Well, I got this from one of your members. Are these typical
cases today of the pension level for railway employees on retirement, or do
you have any figures which would indicate what would be the percentage of
the average monthly compensation that is achieved by those retiring from
the railway service today, other than the ones we are quoting?

Mr. MoNTEITH: I think Mr. Raymond did give those figures.

Mr. RaymonDp: I have used this information from a circular letter dated
April 16, 1962, from the Honourable Mr. Gordon, Minister of Finance, as a result
of an amendment of our rule 7 which deleted or cancelled the previous per-
centage rates applicable to the first 20 years, and then 1% per cent for the
next 10, and so on. As of April 1, 1962 these percentages have been amended,
and now instead of having 1 per cent for the first 20 years and 1} for the next
10 years, and 1} per cent for each year after 30 years, this amendment is
calling for 11 per cent for each of the first 30 years of service, and of course
the 14 per cent subsequent to the 30 years remains as is. As a result of this
amendment I have quoted, surprisingly it works out under the old percentage,
and the new percentage has an exact difference of 5 per cent, irrespective of
whether you have 20 years or 45 years of service—when you go out on pension
you only have 5 per cent. You would believe that by going on pension with the
new percentage rate with 45 years service your percentage of pension would be
increased proportionately as compared to an employee of 20 years; but I have
the figures here, 45 years allowable service, allowable under the old rule at
55 per cent, now 60 per cent; and everyone of them is exactly 5 per cent less
—5 per cent difference. This has been the cause of a great many complaints.

Mr. Lroyp: As a result of the latest method, the percentage of allowable
service, the percentage of benefits based on five years, average monthly income,
do you tell me that in effect you get a reduction of the percentage?

Mr. Raymonp: No, we have an increase of 5 per cent, but this 5 per cent
applicable to the increase of 11 per cent for the first 30 years in effect has
given a flat increase of pension to all employees at the rate of 5 per cent,
regardless whether you have 50 years or 20 years of service.

Mr. LLoyp: Well, in your final conclusions you favour tacking on to the °
Canada Pension Plan your present benefits, and this presupposes that you assume
present benefit levels are not adequate for what you might call a pension
adequate to enjoy retirmement in dignity—those were the words you used. Do
you have any figures to back up this conclusion or any statement other than
what you have already supplied to the committee? Would you are to enlarge
on it?

Mr. Raymonp: As I have said before, when our employees committed
themselves to pay towards this pension plan they did it on certain basic
fundamental benefits that we specified, and they were therefore agreeable to
take this obligation.

Now, if these benefits are going to be reduced because of the introduction of
this federal plan, we say that the contract that has been signed between the
employer and employee should be revised. At the present time there is no indi-
cation whatsoever that the employees will be allowed that preference. As I
stated in the course of my statement before, at the present time, because of
this lack of possibility, if an employee now wished to withdraw his investment
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in the Canadian National pension plan because of the introduction of this, he
must resign from the railways.

To give you a rough estimate—and this comprised supervisors, some of
whom are in very high rated wage brackets, and of course, the lowest one,
under the 1959 plan, in 1963—the exact figure as of today, I do not have it—
the average pension of those under the 1959 plan would amount to $130.20.
The contributors to the 1935 plan, which is the guaranteed equity, rate an
average of $45 a month. With regard to the 1935 plan, of course, non-contribu-
tors, because of a certain clause applicable to employees in service prior to
January 1st, 1935 which allows them a certain amount of money in excess of
a basic $25, amounts to $30.16 per month. You can see that even at $130.20, on
an average for the 1959 pension plan contributors who must pay 53 per cent,
when you actually break it down to an average it comes to $130 a month, as
compared to what the federal Government wished to introduce. There is a vast
difference.

Mr. LLoyp: This is the figure I wanted to get at. We had extreme difficulty
in this committee in obtaining from other witnesses some idea of the relation-
ship of benefits, on the average, to levels of earnings at retirement. One actuary
estimated overall between 30 to 40 per cent. Your average figures would indi-
cate his judgment is certainly a valid one.

This is, I suppose on a superficial examination, why you want to deck on
the Canada Pension Plan to your existing pensions, until and unless you can
be shown otherwise there is some justification not to.

Mr. RaymonDp: For the purposes of the record, in order that there is no
misconstruing or attempt to deny those figures, these figures are quoted from
the annual report of the Pension Board for 1963, so it is an accurate report.

Mr. Lroyp: Then these figures were available. I am glad we have them on
the record now.

Mr. RavymonDp: This average of $130.20, Madam Chairman, on the 1959
plan is applicable to the total of 13,265 employees.

Mr. KNowLES: I wonder if we could ask the witness to file a copy of this
report? I am not asking that it be put in the record; it is too voluminous for
that; but I am asking that it be filed for the use of the committee. I think it
would be a useful document. If the witness does not have it with him, he could
send it in.

Mr. Lroyp: I was going to ask the same thing with regard to these figures,
but the figures you have are probably different.

Mr. RaymonD: For the sake of the record, I would like to quote the figures
I mentioned were for 1959, under the old plan. Under the revised plan instead
of $130.20 it is $150.78; and instead of $45 contributed for 1939 it is $46.21;
while the 1935 non-contributors have been reduced from $30.16 to $29.18.

Mr. Lroyp: I am sure you want to be completely fair about it. Do you have
the average wages at retirement per month related to these figures—is it in the
$300, $400 range? You have the average benefits, but you do not have the
average wages at retirement applicable to these cases?

Mr. RaAymonD: No.
Mr. Lroyp: Would it be too difficult a job to get that information?

Mr. RaymonD: Yes, it would be most difficult. Madam Chairman, for the
information of Mrs. Rideout, the benefits to the widows and other dependents
under the 1963 report are these: Under the 1959 plan there are 5,097 widows
or dependents, and they have an average of $64 a month. Under the 1935 plan
contributors, the widows and the other beneficiaries, the estate, have $43.20,
and the non-contributors, because they have service prior to 1935, have an
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average of $18.31 a month. There are 549 such persons who were contributors
under the 1935 plan, and 512 persons known as non-contributors under the
1935 plan.

You do not have to go too far to compare the benefits available under
this proposed legislation.

Mr. Lroyp: Pursuing this same line with the gentleman speaking on
behalf of the C.P.R. employees, I believe—

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Clark.

Mr. Lroyp: Yes, Mr. Clark: Have you any figures that would still further
enlighten us on this?

Mr. CLARK: The only figures I could give you would be the averages we
have from year to year. I could give you the one that was released on March
3rd, 1964. The average age of employee that went on retirement was 53-
8/12ths. The period of service, on the average overall, was 37-11/12ths. The
average monthly earnings for these individuals was $426.52.

Mr. LLoyp: That is on retirement?

Mr. CLARK: Yes, that is right. The average pension was $194.41, and I
could give you the survivor in there, if you like.

Mr. LLoyp: Yes, I would like that.

Mr. CLARK: While I am on that $194.41, the reason it is possibly a little
higher than what Mr. Raymond quoted is that those individuals who did not
see fit to join the plan prior to 1937 are not calculated, so it does not reduce
this here. They get a pension that is solely contributed by the Canadian
Pacific Railway and has no effect in these statistics.

The survivor, the average age of the survivor was 62-10/12ths, and the
average survivor allowance paid was $74.18.

Mr. Lroyp: I made a quick calculation this is an average which approx-
imates to 45 to 46 per cent, that average.

Mr. KNOWLES: Yes.

Mr. CLARK: I would say that.

Mr. Lroyp: It is an average, so there would be many below that figure?

Mr. CLARK: Yes.

Mr. Lroyp: And I suppose an equating number above. This is really what
draws attention to the urgency of holding to your argument you want the
Canada Pension Plan decked on; or if they do anything you want to know
all the details because of this average position of pensions in relation to
earnings.

Finally, Mr. Raymond, on the subject of the province’s pension benefits
acts that are being talked about, under these acts it is proposed to ensure
liquidity—*“solvency” is the term used—to try gradually to reduce the periods
of vesting and the like. In your studies of this, have you concluded that
with the advent of this legislation there might be some upward trend for the
costs of private pension plans in the future if you introduced all these
measures, or have you considered that aspect of the matter?

Mr. RaymonDd: We are studying the matter at the present time, and we
have not, as yet, reached a conclusion because we do not know what the
future will hold. But we feel that based on our present experience with the
Canadian National it will have the same relative effect, for it will be kept
separate and apart if they are allowed to do so, and the pension plans will
be subject to whatever considerations they will make.

Mr. LLoyp: I think what you implied as you went along with the evidence
that was given here, or at least I get the impression that what you implied
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is that you are a little fearful that if you start to build in a compulsory
requirement on private pension plans that the railway pension fund will be
related to these developments.

Mr. RaymonD: Yes.

Mr. LLoyp: This could force either the employer or rather the employer
to absorb new costs or attempt to pass them on, and he might in some way
subtract from the present position you now occupy. Is that a fair statement?

Mr. Raymonp: That is a very fair statement.

Mr. KNOWLES: Would both these gentlemen, Mr. Raymond and Mr. Clark,
file copies of the documents from which they have been giving these figures?

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Raymond has already given
me this document, and I was going to ask if the committee would like to
have it filed. This is the C.N.R. Pension Board Annual Report for 1963. Is it
your wish to have this put on file?

Mr. KNOWLES: Agreed.

Mr. MoNTEITH: Agreed.

The CHAIRMAN (Hon. Mrs. Fergusson): Has Mr. Clark a similar docu-
ment?

Mr. KNowLES: Has Mr. Clark a similar document or a document giving
this kind of information?

Mr. RAymMoND: We can also supply you with a copy of our pension plan,
if you care for it. It is the 1959 pension plan.

The CHAIRMAN (Hon. Mrs. Fergusson): Would the committee like to
have a copy of the 1959 pension plan?

Mr. KnowLES: Yes, and the C.P.R. pension plan too.

Mr. Raymonp: I will make sure that Mr. Huneault gives this to you.

The CHAIRMAN (Hon. Mrs. Fergusson): You said that you wanted the
C.N.R. pension plan on record. Now, we have the C.N.R. pension plan as
well as the report and we also have the report of the C.P.R. for the year 1963
for their pension trust fund, and the C.P.R. pension plan. Do you wish to have
all these placed on record with the Clerk of the Committee?

Mr. MONTEITH: Yes.

The CHATRMAN (Hon. Mrs. Fergusson): Thank you very much. Mr. Francis?

Mr. Francis: Madam Chairman, I am going to keep this short in view of
the time. I think the delegation has done a very good job of bringing to our
attention the problem that exists on integration in an area where provincial
jurisdiction does not cover it. They made a point that they are very much
concerned, and from what they have said this afternoon they have established
a very good case for being able to bargain it out, because there are so many
ramifications to this system that the only logical way would be to allow
parties to negotiate to their satisfaction and to reach some settlement.

The federal Government tried to set an example dealing with its own
employees, as you pointed out, but there is one difference in that we do have
an advisory committee which advises on administrative problems, and on
this committee the staff associations are represented and there has been an
effective method of consultation to this device. Quite frankly, I don’t think
the federal Government could undertake to spell out the difficulties of the
kind of problems you have laid before us. I think that our responsibility should
go to say that this should be an area appropriate for bargaining and you
should be permitted to bargain it and have the opportunity to do so, and it
seems to me this is about as far I feel, as a member of the committee, that
I can comment at this stage.
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The CHAIRMAN (Hon. Mrs. Fergusson): That is all you want?

Mr. Francis: Yes.

Mr. MonTEITH: Very briefly, Madam Chairman, I don’t think that it has
seemed particular unpopular to identify oneself with a railway town today and
I would like to mention that the City of Stratford is in my constituency, but
I am asking a question as a result of that. I was very well aware of pension
problems following the bad years of the 1930s and the fact that many em-
ployees were laid off for periods of time, and while still more or less on call
they might have other jobs temporarily, but they would be still on call to
the railroad, but these months were not allowed for pension purposes. Am I
right, Mr. Raymond, so far?

Mr. RaymonDp: You are quite correct.

Mr. MonNTEITH: Now, do you know whether some of these inequities still
exist?

Mr. Ravymonp: When you refer to inequities I presume you mean do we
still have employees in the service who were laid off in the 1930s?

Mr. MonTEITH: And who suffered as a consequence of that.

Mr. RaymonDd: Who suffered as a consequence of the depression, yes.

Mr. MoNTEITH: Pensionwise?

Mr. Raymonp: Those people laid off in those years and not as yet pen-
sioned off cannot have those years, of course, while they were out of service
attributed to their service for pension benefits, because they are not considered
as allowable years of service because they have not worked at least a day a
month during those months.

Mr. MonNTEITH: As I seem to recall this was a very serious complaint at
that time. But this has never been rectified. There has never been any adjust-
ment made for these employees who were laid off although still on call to the
railway.

Mr. Raymonp: To be fair to the Canadian National, after all, you have
got to get up and meet yourself whenever you shave in the morning. This
matter was brought up by our association and we had a discussion about it
with the Canadian National and it was referred back to the general chairman
of the association who has not yet deemed it necessary to further process the
case, because of the various ramifications of the problems. We must acknowledge
that a pension plan is based on actual contribution, and this matter is still
under the study of the association.

Mr. MonTEITH: Thank you very much. If I might just say that I was repre-
senting a railroad town, Stratford, I might point out that the steam locomotive
shops have disappeared since the time I was there.

Mr. CAMERON: In view of Mr. Monteith’s remarks, may I be extended the
privilege of remarking that I also belong to a railway town.

Mr. PritTie: May I say that I don’t come from a railway constituency.

The CHAIRMAN (Hon. Mrs. Fergusson): Senator Sydney Smith.

Hon. Mr. SmitH (Kamloops): I will be very brief, but I will add that I
come from Kamloops, which is also a railway town, where we have both
railways.

Madam Chairman, as a benefit to the record I am wondering if it would not
be interesting if the two spokesmen for the two groups could tell us the
number of employees in their groups, whether or not they are within the com-
pany plans.

The CHAIRMAN (Hon. Mrs. Fergusson): Are you able to do that, Mr.
Raymond and Mr. Clark?
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Mr. CrArRk: I would say on the Canadian Pacific that there are around
54,000 making contributions under the plan. How many that are not, I would
not be able to say.

Hon. Mr. SmitH (Kamloops): Could you estimate it at all, Mr. Clark?

Mr. CrARk: I would say that an estimated guess, is that there are probably
between 4,000 and 6,000.

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Raymond?

Mr. RaymonD: On the Canadian National, the 1963 financial report shows
the number under the new method of counting employees to be about 99,000
employees.

Hon. Mr. SmitH (Kamloops): Altogether? Is that in or out of the plan?

Mr. RaymonDp: All employees. Somewhere along the line all employees are
subject to some pension rules, either in the I.C.R. or in the 1935 plan or in the
1959 plan.

The CHAIRMAN (Hon. Mrs. Fergusson): Are there any other questions?

Mr. Basrorp: We have had Mr. David Kilgour before us. Mr. Kilgour
is an opponent of Bill C-136, and I recited a long list of organizations sup-
porting the passage of this bill. His reply implied that these groups were being
carried away with headlines, and that they did not really know what they
were talking about.

I notice that you have with you a research assistant, and an assistant to
the assistant. I assume you are enthusiastically in support of Bill C-136, and
that your enthusiastic support is based on a careful study of the legislation
and social implications.

Mr. HUNEAULT: Mr. Wells is our research director.

The CHAIRMAN (Hon. Mrs. Fergusson): Do you wish him to speak?

Mr. Basrorp: I want to get on the record that you know what you are
talking about.

Mr. HuNEAULT: I would like to have Mr. Wells reply to that.

Mr. J. S. WELLs (Research Director, International Railways Unions): Yes,
I have studied the bill in some detail. I hope I understand a large part of it.

Mr. MunNRo: You are certainly more humble than most people who come
here.

Mr. WELLS: In fact, you like the bill so much that you want its benefits
in addition to what you have. That is the main reason why you have come
here?

Mr. CLARK: Yes, and we are speaking only for the employees we represent
on the two major railways.

The CHAIRMAN (Hon. Mrs. Fergusson): Are there any other questions?
If not, Mr. Huneault, Mr. Raymond and Mr. Clark, on behalf of the committees
I thank you for preparing and presenting this brief. The answers you have
given to the questions asked by the members of the committee have been both
interesting and illuminating to us. You have commanded the respect and, I
am sure, the sympathy of this committee, and no doubt this will affect the final
decisions of the committee.

Mr. HuNEAULT: Thank you, Madam Chairman.

Mrs. RmpeEouT: Madam Chairman, may I be permitted to move a vote
of thanks to these gentlemen, and to tell them how much we enjoyed reading
their brief. As one former railway employee speaking to other railway men, I
congratulate you.
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Mr. Francis: I second the motion.

The CHAIRMAN (Hon. Mrs. Fergusson): It is moved by Mrs. Rideout,
seconded by Mr. Francis, that there be a vote of thanks to the delegation. Will
you respond in the usual manner?

Mr. HUNEAULT: Madam Chairman, we have come here in a very frank
and truthful manner to place the problem of the railway employees in connec-
tion with their private plans and the effects of the Canada Pension Plan before
you. We appreciate very much the opportunity of appearing here, and we
thank you very much.

The CHAIRMAN (Mr. Cameron): Before we adjourn, I call the attention of
the committee to the fact that our witness tonight is Dr. Clarke. Also, tomorrow
at the conclusion of the afternoon’s session, we shall meet in my room where
the caterer will serve light refreshments. This invitation is extended to every-
body.

Mr. MunNro: Mr. Chairman, the Steering Committee will meet at this
time for just a minute or two.

The CHAIRMAN (Mr. Cameron): Yes, it will be a very short meeting.

The CHAIRMAN (Hon. Mrs. Fergusson): The clerk has received a letter
from Mr. Marchand who was to present a brief to us on Wednesday, January
13, and who was not able to come. He has written a letter expressing his regrets.
As it is in French I shall ask the clerk to read it, because I think it should
be on the record.

(Translation)
CONFEDERATION OF NATIONAL TRADE UNIONS

Quebec, 18th January 1965.

Mr. Maxime Guitard,

Secretary of the Special Joint Committee,
Committees and Private Legislation Branch,
House of Commons,

OTTAWA.

Dear sir:

I deeply regret the incident which took place on the 13th of January last.
When you spoke to me on the telephone, as when your secretary spoke to me,
I was under the impression that we would be able to have our brief ready for
the 13th of January. The editor’s illness prevented us from carrying out
this intent.

I am somewhat embarrassed by this situation and we would ask you to
convey our excuses to the committee.

Yours truly,

Jean Marchand,
President.
(Text)

The CHAIRMAN (Hon. Mrs. Fergusson): The committee will now adjourn to
meet again at 8 o’clock this evening.
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EVENING SITTING
THURSDAY, January 21, 1965.

The CHAIRMAN (Mr. Cameron): Senator Fergusson and gentlemen, we
have a quorum.

Mr. BASFORD: Mr. Chairman, before we commence the evidence, for the
information of the committee, and particularly of Mr. Cantelon, who raised
very properly the question of what the Canada Pension Plan does do to those
with forced retirement at age 60, I would like to ask Mr. Osborne to prepare
some material, as other members of the committee have done. To preface
my remarks, I would like to read into the record a very short letter from the
Vancouver Fire Fighters Union.

Mr. MonTEITH: May I inquire what this is all about?

The CHAIRMAN (Mr. Cameron): I gather that Mr. Basford is seeking some
information and is going to ask Mr. Osborne to prepare it.

Mr. Basrorp: It is a letter addressed to me and I guess this group would
have come before the committee only they did not want to stand the expense
of coming from Vancouver. The letter reads:

Dear Sir:

Fire Fighters in the province of B.C. number approximately 1300
and we are all organized and affiliated with the International Association
of Fire Fighters and the B.C. Provincial Association of Professional
Fire Fighters.

All of these members are covered by the B.C. Municipal Super-
annuation Act.

It is our expressed opinion that the Canada Pension Plan be con-
sidered as a supplementary pension to our present plan. We have
expressed this opinion at a joint meeting of representatives of all B.C.
Municipal Employees, and they unanimously endorsed this opinion.

The CHAIRMAN (Mr. Cameron): Is that a copy of the brief that we have
received from the Fire Fighters?

Mr. BASFOrRD: No, Mr. Chairman, this is a letter.
The CHAIRMAN (Mr. Cameron): We have a brief from them also.
Mr. BasForp: This is just a letter and I would like it to be on record.

Mr. MonTEITH: The brief would probably be filed anyhow and put on the
record.

Mr. BasrForp: I would like you to put the letter on the record because I
think these are introductory remarks to what I want to ask Mr. Osborne to
prepare.

Mr. MonTEITH: I have some letters also which I would like to put on the
record.

Mr. BasrorDp: The letter continues:

I would like also to express our very deep concern with the proposed
C.P.P. in its attitude and complete discrimination to all of our member-
ship who are obliged to retire at the age of 60, thereby not allowing them
full vesting no matter how many years they may pay into the plan. Some
means must be found to give full vesting to those people in the country
who are compelled to retire at age 60. This is the maximum age to which
a fire fighter is allowed to work and even though he may be in the posi-
tion of paying into the C.P.P. for periods of 10-20-30 years he still would
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be unable to draw maximum benefits owing to the fact that he didn’t work
between the ages of 60-65 a period he is unable to do so according to

law...

I would like this to be part of the record and would like Mr. Osborne to
prepare a memorandum for members of the committee, to become part of our
record, to answer questions raised, that Mr. Cantelon has raised very properly
on behalf of school teachers, many of whom are forced to retire at age 60. I would
like Mr. Osborne to say what are the ramifications and implications of the Canada
Pension Plan and of the bill, both as far as contributions are concerned and as
regards those who are forced to retire at age 60.

The CHAIRMAN (Mr. Cameron): Has the reporter the complete question?
I understand he has.

Mr. OsBoRNE: I have not got the complete scope of the question. There are
two questions I would like to ask. Is it to be assumed that these people who have
retired at age 60 are not permitted to get other jobs, not permitted to take on
self-employment until 65? Do we assume they do no more work after age 60?

Mr. BAsrorp: It is assumed that according to law they are not prevented
from taking jobs.

Mr. OsBORNE: But in the calculation you want me to make, do you want
me to assume they are performing no more work of any kind after 60?

Mr. BASFORD: Yes.

Mr. OsBORNE: Secondly, how do I regard the 10 per cent drop out which
allows them to drop out the years from 60 to 65.

Mr. Basrorp: I would like you to regard it either way.

Mr. MoNTEITH: You just think it over.

Mr. Basrorp: I would like you to regard it in either way in which they
could handle the problem open to them.

Mr. OsBORNE: Could you give me the amount of earnings on which I am to
calculate these figures?

Mr. BAsrorp: I cannot do so right now.

Mr. CANTELON: With respect to school teachers, particularly those who take
university work, their allowable years of drop out will be used up if their work
time during university vacations were held to be earning years. I do not think
then, they will have much drop out left when they get to 60. Also, I should point
out that the majority who reach age 60 have no training in anything else. Besides,
many of them are living in small communities, where it is impossible to get any-
thing else to do. I would hope that the information would be so arranged that
it would be assumed that these people have used their drop out and have not
any work from age 60 onwards—so that we know the worst, in other words.

Mr. OsBorNE: I still need to know an earnings figure, in order to calculate
the benefit, because it is an earnings-related benefit.

Mr. Basrorp: No, I do not think you do, Mr. Osborne, to give us the ramifica-
tions of the bill.

Mr. OsBORNE: It is not a calculation you wish, Mr. Basford?

Mr. Basrorp: I think members of the committee would want to know in
general principle.
Mr. CANTELON: In my case, I would be happy if you put that figure at $5,000,

because I am sure we could resolve that figure pretty quickly, to resolve what
they have to do.

The CHAIRMAN (Mr. Cameron): Perhaps we can accept your figure, and Mr.
Basford can put in another figure also if he wishes to do so. Is that satisfactory?
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Mr. BasrorDp: I mean, just the general principles of the bill, but I will
accept Mr. Cantelon’s suggestion.

The CHAIRMAN (Mr. Cameron): It is much easier to get the general prin-
ciple if you have something specific. Does everyone agree that we ask Mr.
Osborne to obtain the information on the basis of the letter? It is agreed.

You are all aware that the Premier of Ontario has made an announcement
in regard to the Canada Pension Plan. I am not stating that what I have in my
hand is a complete summary of what he said. It is something that I obtained
from my wife over the telephone a few minutes ago.

Mr. MoNTEITH: Then it is reliable information.

The CHAIRMAN (Mr. Cameron): I think it is pretty reliable. At any rate
I take this as a conclusion of Premier Robarts’ remarks:

I have come to the conclusion, when we consider the safeguards
built into the plan—

and obviously he is referring to the Canada Pension Plan—
that it is the best plan for the people of Ontario.

I feel we are all very pleased with this announcement. I know, speaking for
myself, that I am very pleased.

Mr. MunRro: Perhaps that makes all future meetings academic.

The CHAIRMAN (Mr. Cameron): I have here the report of the Steering Com-
mittee, which is entitled The Report of the Subcommittee on Agenda and Pro-
cedure. It met yesterday and the report of that meeting was delayed because
we were waiting to hear definitely from the Province of Ontario about a matter
which the report will deal with. The clerk will read it.

Report read by the clerk.

Mr. MoNTEITH: I do not know if this should be included, but it was men-
tioned that any other briefs that had been received from several people I could
name—there were three or four extra ones, I believe—would be included in
the record of proceedings. They were told that. However, the report is that
it is too late now; is that correct?

The CHAIRMAN (Mr. Cameron): That is right.

Mr. KNOoWLES: I think we of the steering committee agreed that we should
have done that.

The CHAIRMAN (Mr. Cameron): I had proposed to communicate with the
various corporations or persons who put these briefs in and say that we would
be meeting on Monday, February 1, at 10 a.m., at which time we will be hearing
from the Ontario Pension Federation, I presume it is, when Mr. Coward will
speak on behalf of the Government of Ontario; and setting aside the morning
and afternoon session for that purpose, and probably in the evening hear these
two organizations, or other organizations, although I do not think we tied our-
selves down actually to Monday. The other people who had sent in briefs, and
so on, would be advised that if they wished to appear, they could come down
here, at which time we shall try to fit them in, probably at the Monday evening
session, or on Tuesday; but we were not intending, I think, to plan our schedule
beyond Wednesday.

Mr. MoNTEITH: My interpretation, Mr. Chairman, was that we made no
plans to hear any briefs or to hear representations beyond the Canadian
Teachers Association and the Construction Association.

The CHAIRMAN (Mr. Cameron): We were definitely prepared to hear the
Canadian Teachers Association.

Mr. MoNTEITH: And the Construction Association.
Mr. Munro: That is right.
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Mr. Francis: That is correct.

Mr. MonNTEITH: And the others were told that their briefs would be part
of the proceedings.

The CHAIRMAN (Mr. Cameron): If they insisted—

Mr. MONTEITH: Do not be too lenient.

The CHAIRMAN (Mr. Cameron): If they insisted on coming down, which
they do not need to do, they could come on Tuesday.

Mr. MuNRO: The proceedings which took place in the steering committee
agreed with Mr. Monteith that we would hear these two but not the others,
and just receive their briefs, and that they would be on record.

Mr. CANTELON: Are the teachers presenting four briefs?

The CHAIRMAN (Mr. Cameron): Four and one, whatever that means.

Mr. CANTELON: But none of them is in yet.

The CHAIRMAN (Mr. Cameron): No; they are to be in by the end of this
month.

Mr. CANTELON: I understand there are three of them.

Mr. Basrorp: I suggest that we report these minutes, and that the steer-
ing committee meet—

Mr. MoNTEITH: Oh, no, be reasonable!

The CHAIRMAN (Mr. Cameron): Probably, Mr. Basford, if you suggested
Mr. Monteith’s motion, seconded by Mr. Munro, be that this report be read
with their amendment added as part of it.

Mr. MuNRO: With the amendment as suggested by Mr. Monteith.

The CHAIRMAN (Mr. Cameron): Is that agreed?

Mr. MONTEITH: Agreed.

The CHAIRMAN (Mr. Cameron): I would like to have a motion that there
be printed as part of the minutes of today’s proceedings this document relating
to Old Age Security programs, supplied in answer to a question asked by
Mr. Morrow on December 14 and repeated by Senator McCutcheon on Decem-
ber 15, and I understand also referred to by one or two of the witnesses or
the members of the committee. Are you agreed this be placed on the record
for today?

Mr. MunrO: I so move.

The CHAIRMAN (Mr. Cameron): And the motion is seconded. All those in
favour? Contrary?

I declare the motion carried.

Mr. LLoyp: Well—

The CHAIRMAN (Mr. Cameron): The motion is carried.

Mr. Lroyp: I am not objecting to the matter being put in the minutes,
but surely I am allowed to ask a question concerning the document.

The CHAIRMAN (Mr. Cameron): Oh, yes. Go ahead and ask your question.

Mr. Lroyp: I wonder if Mr. Osborne could just briefly explain the sched-
ules, because you will notice, Mr. Chairman, that the question was put this
way: Could you tell us approximately what payroll contributions would be
required to raise the equivalent of some of the money that we are collecting
under the present means of financing the O.A.S. plan? Do you think it would
be 5 or 6 per cent? Then I notice they start with schedules of benefit claims,
is that right, Mr. Osborne. Schedule 1. I notice (a) and (b)—projections. I
can understand that.

Mr. OsBORNE: As you will note from the bottom of page 3 this answer was
prepared by the Department of Insurance. If you would like Mr. Clark to give
you a further explanation—
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Mr. Lroyp: I am quite satisfied to let the matter go ahead:, and to take a
look at it tomorrow, and if I have any questions to ask at that time I can do so.

The CHAIRMAN (Mr. Cameron): Senator Fergusson, Mrs. Rideout and
gentlemen, we have a very distinguished witness with us tonight. He has_ come
all the way from that fair city of Vancouver, which we hear about from time to
time from Mr. Basford. I refer, of course, to Dr. Robert plark. He is.one of t‘he
outstanding authorities on the subject matter which he mtends'to discuss with
us this evening, and I know that we are all looking forward with a great deal
of anticipation and pleasure to hearing from Dr. Clark.

I do not want to take up unnecessary time, as we shall have a full evening,
so without further ado, Dr. Clark, the meeting is in your hands to carry on. We
ask you to remain in your seat and to be as comfortable as you can. In due
course you will probably be subjected to questions by members of the com-
mittee and will be only too glad to reply, I have no doubt.

Dr. RoBeRT M. CLARK (University of British Columbia): Thank you, Mr.
Chairman, for your gracious introduction. Like most university people having
to lecture to large classes, I am accustomed to stand, and I tend to unwind as
soon as I sit down. Therefore, I shall start, if you do not mind, on my feet.

I would like to suggest for your consideration, sir, that since in my brief
there is a table of contents, the most appropriate way of dealing with this is
not for me to give an opening lecture of the usual university variety of 53
minutes, but dispense entirely with the preliminary statement. Instead I should
take up each of the items in the table of contents. If I feel it appropriate, I
should make a number of remarks about each, and then as I finish each one of
these, I should welcome questions.

This is not done to suggest that I am only prepared to answer questions in
relation to the topics here, but to suggest what I believe to be a logical and
businesslike order for getting through the material. If this is acceptable, then I
will turn to part I.

The CHAIRMAN (Mr. Cameron): Thank you.

Dr. Crarx: In part I, I have set out reasons for preferring a flat rate bene-
fit structure to the benefit structure in the Canada Pension Plan, which is
graduated in a relation to contributions. My essential ground for doing this is
on the basis of equity.

Now, equity is a very subjective subject, and of course there is room for
differences of opinion. Having opposed earnings-related benefits, I then go on
to advocate what seems to me to be a logical alternative, for I feel that some-
one who criticizes the Canada Pension Plan, and this applies in other respects,
has an onus to suggest some possible alternative.

I have suggested that the considerations of equity as well as of simplicity
and of economy of administration could be served by having pensions for the
aged graduated according to the age of the deceased, increasing from year to
year, and taking our flat old age security and modifying this accordingly.
And also I have in mind including survivor and disability benefits, which are
particularly welcome, of course, in the Canada Pension Plan.

Hon. Mr. THORVALDSON: Mr. Chairman, I do not want to embarrass our
friend, Dr. Clark, but I wonder if it would be useful if he gave us some of
his qualifications to begin with, or is everyone acquainted with them in the
committee? I do not know. If they are not, I am. However, I wonder if it would
be useful to put this on the record.

The CHAIRMAN (Mr. Cameron): Well, I know him as the author of the
Clark report. s

Mr. Basrorp: Of course, to come from the University of British Columbia
is qualification enough!
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The CHAIRMAN (Mr. Cameron): Would you mind, Dr. Clark, telling us some
of the things you have done during your lifetime which you think would be
of interest to the committee and would be valuable to them if they were placed
on the record?

Dr. CLARK: Mr. Chairman, I can think of almost nothing that would be
of value to put on the record.

The CHAIRMAN (Mr. Cameron): We will have to be the judges of that.

Dr. CLARk: Please feel free to delete as much as you like in that case. I
have a Bachelor of Arts degree, honours economics, and a Bachelor of Com-
merce from the University of British Columbia, and a Master’s Degree, Ph.D. in
Economics from Harvard. Since joining the University of British Columbia in
the fall of 1946 I have specialized in government finance. Virtually all my
publishing has been in that field.

The CHAIRMAN: You have made a special study of these matters such as
wage-related pensions and old age security?

Dr. CLArk: Yes, a thorough study.
The CHAIRMAN (Mr. Cameron): And social security problems?

Dr. CLARK: In being commissioned to write the report on economic security
for the aged in the United States and Canada, I was asked to state arguments
on both sides of the case. Almost as soon as that was done I was asked to be
a member of the Ontario Portable Pensions Committee, and I was with that
committee from its inception. We were charged with the task, and given a
lawyer to help us—without whom, of course, we would have been helpless—
of drafting the legislation which was adopted by the Ontario Government
without change. That legislation was subsequently modified.

I have been writing articles for the last several years in this field, in
addition to the report. I teach a graduate course in the University of British
Columbia on the economic aspects of welfare legislation, using that term
broadly. I think that is sufficient information.

The CHAIRMAN (Mr. Cameron): I am going to rule, Dr. Clark, you are
qualified as an expert on the subject you are going to discuss.

Hon. Mr. THorvALDSON: I hope Dr. Clark understands the reason I made
the suggestion was that although I think everybody here is well aware of his
qualifications, nevertheless all this goes in the record and 10 or 20 years from
now, when his presentation is read, there is nothing to convey what his quali-
fications are, so will you excuse me, Mr. Chairman, if I made the suggestion?

The CHAIRMAN (Mr. Cameron): Yes, in fact, I was remiss in not making
it myself.

Mr. KNowLES: We want his reward 20 years from now to be related to his
earnings!
Mr. MonTEITH: By the way of a pension plan.

Dr. CraArg: I believe I have said enough in relation to the first part of
this report. I have explained the alternative that I have in mind. I have referred
in this to evidence which shows the resources of the aged in the United States
seem to decline with age, as they get older. I refer to the lesser amount of
evidence that is available in Canada. More will come out of the 1961 census.

Since I wrote this I have received some census of Canada population
bulletins, and there was a limited amount of information there about that.
But we have appreciably less data than there are in the United States, but
they do support the general conclusion that resources, on the whole, tend to
decline for people as they get progressively older, as you would expect.

So, Mr. Chairman, I am now ready to attempt to answer questions in rela-
tion to the first part of this brief.
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Mr. MoNTEITH: Mr. Chairman, if we are going to follow this procedure,
with which I am not quarelling at all, may I say this has been an interest of
mine ever since the first day the committee sat to hear representations. I am
wondering if Dr. Clark could give us some evidence that actual resources do
decline as one ages and after retiring from active work and business. Is there
any evidence to support a possible theory that there should be or might well
be—and I am not advocating this for one moment—that there might well
be some increase in the welfare scheme coming to these people as they become
more aged and as their resources do decline? What evidence might Dr. Clark
have to indicate this is so?

The CHAIRMAN (Mr. Cameron): Would you care to supplement your state-
ment, Dr. Clark?

Dr. Crark: The evidence might, I think, be summarized under four
headings statistically, and anyone can look at the sort of logical arguments
why one could expect such a sort of thing to be true.

In terms of statistical evidence, I refer this committee first of all, to
information about the American regard to the Old Age Assistance program.
This program assists persons age 65 and over, and there is no upper age limit
at age 69, as in our comparable Canadian program. Mr. Myers has written
that the proportion of people requiring assistance under this program increases
with the age of recipients.

“About 17 per cent of all women age 65 and over are assistance
recipients, but the proportion moves steadily upward as age advances
from a low of 9 per cent for women aged 65 to 69 to a high of 35 per
cent for women aged 85 and over. The same general trend is also
present for men, with the proportion receiving assistance rising from
4 per cent at ages 65 to 69 to 30 per cent at ages 85 and over.”

Mr. Myers goes on to say that he expects this state of affairs will continue on
into the future.

The second piece of evidence is from a detailed survey made by the Social
Security Administration in the United States in 1963 of the resources of the
aged. This is described in articles in the Social Security Bulletin. I have re-
ferred to them in my evidence, and the material is in greater detail than I
have included here. I refer you also to the table at the top of page 4 of my
brief comparing the median incomes of persons in the United States between
the age of 65 and 72 and individuals age 73 and over. The retirement test stops
at age 72, which is the reason for choosing age 72 as the boundary line and
the table shows this fairly significant difference in income for the two age
groups. Although the picture is less marked here, the same pattern tends to be
true with respect to assets.

The Canadian data were referred to in part in the evidence of the
Canadian Life Insurance Officers Association, who have had some statis-
tical work done from material made available by the Dominion Bureau of
Statistics. That is contained in their evidence somewhere.

The CHAIRMAN (Mr. Cameron): Yes, page 33, showing the average income
from all sources for males and females separately.

That is useful because it is broken down from the ages of 71 to 74, 75 to
79, and 80 to 85, and so on, in five-year periods, whereas in the census data
the categories already published only refer to persons 65 to 69, and 70 and
over. Broadly speaking, the census data in the bulletins on population samples
series 4.1-1, bulletins 4.1-3, and 4.1-4, support that, though the picture is not
totally consistent.

Mr. Francis: Could I ask a question relating to this?

The CHAIRMAN (Mr. Cameron): Mr. Cantelon was going to ask a question.
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Mr. CANTELON: The question I was going to ask, Mr. Chairman, Mr. Mon-
teith has already asked.

The CHAIRMAN (Mr. Cameron): Have you completed your statement on
Part I, Dr. Clark?

Dr. CLARK: Yes.

Mr. FranciS: I was going to ask Dr. Clark if this evidence is really con-
clusive, because bearing in mind that the people who are retiring have had
their early years of earning impaired by the depression and their ceilings en-
forced by the war years, we have had a period since the war of rapid and
constant increase in wages, and is this status not consistent with a reflection
of the pattern of the period? Concerning people going on retirement and sick
people, the question is, is the United States data not strictly comparable to
Canadian data because of the impact of hospital insurance in Canada and the
greater advantage it would give to older persons with their sickness experience?

Mr. CLARK: You have really asked me two questions, Mr. Francis. Let me
look at both of them. The second one, I think, can be dealt with more quickly.
It is perfectly true that a comparison of assets is more difficult than a com-
parison of income. The fact that you mentioned about hospital insurance, is,
I think, a minor factor really, in affecting the comparison. I think the essential
comparison rests on income rather than on the basis of assets, and I think
the conclusion does stand.

Now, as for the first point, it is perfectly true, as you point out, that
people who worked during the depression years had substantially smaller in-
comes, if they were able to keep working at all. But this pattern of rising
earnings in the future, I think, will continue as far into the future as we can
see.

The actuary makes assumptions about increasing earnings as a 3 per cent
assumption and as a 4 per cent assumption, and I should be prepared to say
that as far into the future as we can look it will be true that the people who
have been retired longest will tend to have the lowest resources as compared
with those who have recently retired.

This is on the average, of course, and provides, I think, in principle, a sort
of justification for the type of gradation of benefits by age that I have proposed.

Mr. PrITTIE: I think that this is the same point Mr. Anderson made. No
matter what time it is in the future it will be the same.

Mr. FrRancis: I am not convinced of that.

Mr. Gray: May I ask a supplementary question relating to this topic? It
was almost partially stated by Lloyd Francis that, while assets might decrease,
the statistics pointed out that there was evidence that income might decrease
too.

As a matter of fact, don’t you provide a little bit of evidence, Dr. Clark, in
your own paper when you say, I believe on the very first page of the text that:

This is not to say that the retired, on the average, should have spend-
ing power equal to that of the whole population, because, on the aver-
age, the aged do not need quite as much as the rest of the population.
They are more likely to have their home and other durables paid for
than the rest of the population.

In addition there is the point made by Lloyd Francis; that is, the reference
made to the type of need for older persons for medical and institutional care.

Dr. CrArRk: I think, Mr. Gray, your citing of my remarks offers no support
for the argument that you are advancing at all, because the statement I made
was a statement referring to all of the aged, making no differentiation between
them on the basis of age.

- 21759—5
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Mr. Gray: If your statement refers to all the ages, then some of the ages
must be included in them.

Dr. CLARK: That is a mathematically impeccable statement, but I suggest
that it is somewhat irrelevant.

Mr. Basrorp: Dr. Clark, as a graduate of the University of British
Columbia myself, I want to welcome you. I think your introduction is most wel-
come. We have always regarded you as rather an ornament to the department
of economics in the University of British Columbia. 3 : :

Now, this point is interesting to the committee since it was raised t\_;vo
weeks ago. We had, as you probably know, Mr. Myers in.front of the commit-
tee the other day and I asked him a question on this point as other members
did. I would like to refer to page 927 of the proceedings, which proceedings
possibly have not come to your hands yet, sir—I don’t know.

Dr. CLARK: I spent the afternoon reading his evidence.

Mr. Basrorp: I asked Mr. Myers if he felt that as a citizen grows older he
should receive more social security by reason of his age and Mr. Myers’ reply,
as on page 928, was—

Mr. CANTELON: Dr. Clark would like to know the page.

Mr. Basrorp: Page 928.

Dr. CLARK: Thank you very much.

Mr. Gray: I have not made any studies of this nor do I know of any studies
made for such a proposal to be put into effect, and I am curious because you
appear in your brief to have cited Mr. Myers as an authority for this proposi-
tion and yet when I tried in the committee to get him to support this proposi-
tion he seemed to demur from that position.

Dr. CLarx: Mr. Myers has an admirable sense of the delicacy of his posi-
tion before a committee like this.

Mr. Basrorp: He has testified before many congressional committees, I
suppose, however.

Dr. CrLARK: I am not arguing, you will observe, that the needs of the aged
progressively go up with age. All I am saying is that the resources decrease if
you compare the people who are aged 65 to 69 and the people who are 70 to 74
and 75 to 79, and so on. This was the sort of statement I was making.

Mr. GrAaY: Dr. Clark, is not your statement something which might be con-
sidered irrelevant unless needs do not decrease at the same rate as the assets.
Let me put it perhaps a little more explicitly. You say you are making the point
that assets decrease, but what is the point of making that statement unless you
can show that needs do not decrease at the level of the assets?

Dr. Crark: What I am saying is that as a general proposition the resources,
the incomes in particular, that people have to meet needs tend to decrease from
the years age 65 and onward. I cited to you in the brief the statistics in support
of that statement. I think this raises a sufficient presumption of the validity of
this case.

I agree that more statistical work could profitably be done to see precisely
in what way and to what extent, pensions for the aged, if one were following
this pattern, ought to be increased—say, $2 a month for each year of age after
age 70, or $3 a month, or something of the sort. But, I think the general validity
of the proposition stands firmly on the evidence I have stated.

Mr. Basrorp: Surely, if Mr. Myers felt their need increased then the
benefits should also?

Dr. Crarx: But he was not asked that particular question.

Mr. Lroyp: May I ask a supplementary question to help clarify this? As
a simple observation of fact from the statisties I point out that there is no
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premium. I think that is all Dr. Clark has concluded at this stage in response
to the questioning by Mr. Francis. I think he should go on and answer the
rest of the question.

Dr. Crark: If I have omitted answering any part of your question I have
done so inadvertently. Would you please go on and state it again?

The CHAIRMAN (Mr. Cameron):I think it was Mr. Basford’s question.

Hon. Mr. THorvALDSON: Might I ask a supplementary question of Dr. Clark
in that regard?

Mr. Lroyp: Just to finish it off, Dr. Clark thought he had answered. May
I say that as a layman member of this committee, and one who is not in your
most enviable position of past experience and knowledge of this subject—and
you will forgive me if I am a little slow, but I thought Mr. Francis asked you if
there was not a difference between the statistics that you drew from the United
States and those from Canada, which showed that in Canada we did provide
for the aged, on the providing side, through medical and hospital care. Is there
an analogy between the two countries? Do both countries do the same thing?

Dr. Cragrk: I did refer to that actually, Mr. Lloyd, at the very outset of my
answer. I agreed with the point that when you look at the resources that are
needed one has to take such facts into consideration, and that they do constltute
a difference between Canada and the United States.

Mr. Lroyp: I am sorry.

Hon. Mr. THORVALDSON: I just want to ask this because I am not clear on
it, and it may be that my ignorance of the point may result from the fact
that I was not here last week. Several times I have heard a suggestion that
Mr. Anderson—and my colleagues will correct me if I am wrong—indicated
that needs increase with age, and I wonder if that is part of the problem we
are discussing now. I would like to get your reaction as to whether Mr. Anderson
is right or wrong in that regard. I believe that is what he indicated.

Mr. MonTEITH: I should like to interject and say: As long as we do not
have medicare.

Hon. Mr. THORVALDSON: Well, I was not here, and I may not be exact in
my thinking.

The CHAIRMAN (Mr. Cameron): I believe Dr. Clark has read Mr. Anderson’s
evidence, and I have no doubt that he can comment on it.

Hon. Mr. THORVALDSON: Yes, that is what I was hoping he would do.

Dr. Crarg: Mr. Anderson is a man of many wise words. I went through
his evidence with great speed this morning, and I am not sure that I precisely
recall what he said on this. I thought he said—and I would like anybody to
correct me if I am wrong—that there was certainly in the substantial proportion
of cases an indication of need increasing. This is a practical question of where
people who are involved in social work and in dealing with aged would be
in a better position to answer than I am. This is really a question of fact. I
do not think that I have any useful statistical evidence that I could offer on
that at the moment. One has impressions, but I do not feel sufficiently confident
in those impressions to give a firm generalization that this is the way it is.

The CHAIRMAN (Mr. Cameron): Mr. Knowles?

Mr. KnowLES: Mr. Chairman, I am wondering just when one should ask
questions of the type of some of mine. So far we have been on Dr. Clark’s
Part I which deals mainly with his preference for a flat rate benefit structure.

The CHAIRMAN (Mr. Cameron): I think anything related to that would
be appropriate now.
21759—5%
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Mr. KnowLEs: Yes, but I would like to ask some questions that would
compare the flat rate benefit structure with the combination envisaged in
Bill C-136. Do I ask such questions now, or do I wait until Dr. Clark has given
us his comments on Bill C-136?

The CHAIRMAN (Mr. Cameron): I will leave that to Dr. Clark, but I think
it would be appropriate to answer both now.

Dr. CLarx: If you feel they will not be answered in reference to the
table of contents I will answer it.

Mr. KnowLES: Relating specifically to what you say, Dr. Clark, in
Part I—and I have read with interest paragraphs 3 and 4 which refer to the
needs of the aged population—in paragraph 4 you say:

Can the Canadian people afford such a standard for the aged?
Like many others, I believe we can afford and should adopt such a

standard.

Would you care to indicate, Dr. Clark, at what rate you think a flat rate old
age benefit should be set at the present time?

Dr. CrArRk: Is this on the assumption that it will not increase with age,
and that it will be uniform for all individuals aged 70 and over?

Mr. KNowLES: With all due respect, I think it applies that way, or I
do not mind your taking it either way. As Mr. Monteith says, let us say it is
70. In other words, would you change the present figure of $75, and if so to
what other figure?

Dr. CLARK: It is tempting in these circumstances to grasp a figure, coming
down like a microphone out of the ceiling and say: “This is an appropriate
one”. But, I do not want to answer it in that way. I would rather think that
the appropriate thing to do is to try to decide what is a reasonable fraction
of spending power that is to be made available to the retired population,
and then to look at it in relation to consumer spending as a whole. I would
then say to myself: “What is this consumer spending power as a whole?”,
and I would apply that fraction and see where it came to.

Now, because consumer spending power rises from year to year the
pension would need to rise also. I am not sure precisely what standard I
would use. There was an attempt to deal with this by Mr. Anderson who
appeared before you, in an article published by the International Congress of
Actuaries and presented in London in 1964, in which he gives a comparison.
This gives an approach to that. I would rather not mention a specific sum,
because I would not have enough confidence that in the time available to think
about it I could suggest the most appropriate figure. I have indicated the
principle in which I would deal with this, and that principle implies that we
would be spending, certainly over the years ahead, more than we have spent
in past decades for the aged, and I have also said that I would increase it with
age for the population.

Mr. KNnowLES: Dr. Clark, we do have before us Bill C-136 which is
relatively precise in this area. It proposes pension benefits which, in the course
of the next 10 years, be it a function of old age security or the Canada Pension
Plan, will run from $125 to above $250 for a married couple. If you in this
well-put-together brief tell us that you think there is a better way than a
combination of the Canada Pension Plan and Old Age Security, do you not
think you should be more precise and tell us whether the figure should be
a figure of the kind that this bill will produce, or something between $75 and
that? Pardon me if I seem to be putting the pressure on this, but there has
been a parade of people before us who have told us that we should do some-
thing under old age security but do not tell us what to do, and that parade
is getting rather long.
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Mr. MoNTEITH: May I interject for a moment, Mr. Chairman? I do not
think Mr. Knowles is correct at all in putting forth this question. I do not think
that Dr. Clark has had a proper opportunity to consider this, although it was
his own choosing—and I am not denying that—that he suggested he go down
this list of points, and that he answer questions as they arise. The remaining
parts and sections of his brief are segregated, and they deal with certain clauses.
I am just throwing this out to Dr. Clark, could he possibly, without dealing with
each section individually, give us a résumé of his feelings and what is in
his brief concerning the whole plan.

Mr. KNowLES: That was why I asked my question before I started, as to
whether this kind of question should not wait until Dr. Clark had given us
both parts 1 and 2. I would be quite happy, because I would like to hear Dr.
Clark not only give an answer to the questions I would put but I would like
to hear him tell more about his views with respect to the flat rate benefit on
the one hand and the combination on the other. I think Dr. Clark will realize
I am not asking for a comparison between the flat rate and the earnings-related
only, because no one is proposing it. I am prepared to wait for an answer to
my questions until Dr. Clark has finished if that would be convenient for you
and for Dr. Clark.

The CHAIRMAN (Mr. Cameron): I leave the decision to Dr. Clark as to
how he would prefer to continue.

Dr. CLARK: I think you are certainly justified in saying “How can we make
a comparison between a precise bill on the one hand and a concept which is not
put down in strict dollar terms?”” Now, no matter how long I should stay here
tonight, I could not give you the sort of precise answer that you would need.
My time in working on this brief was very restricted. I am Economics Research
Director for the Ontario Government’s commission of inquiry on provincial and
local finance; I have a limited load of work at the university. I could not
get enough time to devote, as I would have needed, and would have preferred
to give to this subject.

When I consider the importance of making dollar commitments, knowing
that once a system is based on it, that it builds up from there, I would want to
think about that for a few days before I could come back and say: ‘“Yes, these
are the figures we want to have to make a comparison.” This may seem to be
excessively cautious.

Mr. KnowLESs: I would like vou to give something out of your experience
in the last six or seven years when you have been studying this very inten-
sively.

Dr. CLARK: I do not think that I could give you the sort of dollar figures
that you are looking for here without substantial research. They can certainly
be developed. A system like that can be developed with considerable less
strain on the brain than was involved in preparing Bill C-136. I am not
prepared to do it tonight.

Hon. Mr. THorvALDSON: I think it would help me if you told me are you
still advisor to the Ontario Government in regard to their thinking concerning
Bill C-136 and the pension problem?

Dr. Crarx: No. Since I turned my attention to their taxation problems, I
have just left the pension field alone entirely as far as giving advice is con-
cerned. I have tried to follow as closely as I could what was going on, but I have
not done anything more for several months.

Mr. Munro: May I ask a supplementary to what Mr. Knowles was pur-
suing. You indicated, in answering Mr. Knowles, that you would not be pre-
pared to say in dollar terms what you would recommend in so far as any
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increase is concerned. I think I understood you alright there. Would you be
prepared to say that you are recommending some increase but you are not
prepared to be specific as to the amount it should be?

Dr. CLark: Yes, as an alternative, certainly. The viable alternatives avail-
able are not on the one hand the present Old Age Security, and, on the other
hand, the Canada Pension Plan. Any workable alternative has to be more
than the present Old Age Security.

Mr. GrRay: May I ask a supplementary question? Do I understand you to
say a little while ago that you were a member of the Ontario Pension Com-
mittee that recommended what became the terms of the original Ontario
Benefit Pensions Act?

Dr. CLark: Yes, Mr. Gray.

Mr. Gray: Did not that act call for providing to private insurance carriers
minimum benefits for all those employed in firms employing 15 people or
more and did it not give specific earnings and other terms?

Dr. CLARk: Yes, Mr. Gray.

Mr. Gray: Did you consider them adequate?

Dr. Crark: I always considered—

Mr. GRAY: What were they? $80 a month after 40 years service?

Dr. Crark: I always considered this as only part of the provision for the
aged, and I had in mind that they would be supplemented by changes at the
federal level at the same time.

Mr. Gray: How could you take that into proper perspective unless you
had some particular changes at the federal level in mind?

Dr. Cragrk: I did have.
Mr. Gray: What were they?
Mr. Lroyp: He is trying to explain.

Dr. Crarg: The type of proposals I have been talking about in relation
to old age security, relating it to age, provision for survivor benefits, and a
number of other things. Mr. Chairman, I suggest that if I am to go even close
to getting through part of this, I would like to step onto the next part.

The CuarrMAN (Mr. Cameron): Mr. Basford has a question.

Mr. Munro: On the supplementary question I asked, I think it is important
to consider what Mr. Knowles was pursuing there. I should like to ask if you
would be prepared to recommend any increase in O.A.S. without getting down
to dollar terms as an alternative to the Canada Pension Plan. I wonder what
your answer would be in simple layman’s terms.

Dr. Crarx: I have tried to put all my answers in simple layman’s terms,
Mr. Munro.

Mr. MuNro: I was contemplating your last answer and I did not under-
stand it.

Dr. Crark: I have stated that I do not think that simply adding from time
to time an additional number of dollars to old age security is the best alterna-
tive to the Canada Pension Plan.

Mr. Munro: Could I just follow that up with one more question? What do
you feel would be a reasonable alternative to the Canada Pension Plan?

Dr. Crark: I think that perhaps for the third time we are entering the
same circle, Mr. Munro, and I have nothing to add to what I have said on
this point, because it would take substantially more research for me to come
up with some dollar figures that you could put side by side with those and say
“Well, now, here are two things that we can develop.”
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Mr. Munro: In terms of very general principles, could I ask you are you
in favour of a universal flat rate type of pension, somewhat similar to the
0.A.S.; or would you recommend an earnings-related approach such as that
of the Canada Pension Plan; or is there some other type or basis?

The CHAIRMAN (Mr. Cameron): Mr. Munro, I may call to your attention
that part I is “A Statement of Preference for a Flat Rate Benefit Structure”
that Dr. Clark is advocating. He gives a number of paragraphs dealing with
portion of his brief. I think he sums it up on page 5, as to why he thinks the
old age security or the universal plan is in his opinion the preferable plan,
but he is not getting down into details. It is my opinion that is the preferable
way of dealing with the problem.

Mr. MuNRO: Yes, Mr. Chairman, I was looking at page 5. In the first
paragraph on that page, he says:

Because the Canada Pension Plan provides earnings-related benefits, it
cannot provide universal coverage. Many who are excluded from cover-
age on administrative grounds are among the poorest in the country.

I feel that is like saying it has missed the end, and it is almost somewhat of
an indictment of the earnings-related Canada Pension Plan, since that is one
of the essential features of the plan. Since it does not in Dr. Clark’s opinion
cover some of those people in the poorest category amongst our citizens, I
simply wanted to ask, in his opinion, what alternative he would recommend
in order to accomplish the end that apparently has been missed by the Canada
Pension Plan.

Dr. CLarg: Mr. Munro, I have very little time with you people, and I
feel frankly that we are wasting it. I have already answered that. I have
answered it three times. I have said I would modify old age security by making
the benefits increase with age. I would also provide flat survivor benefits and
disability benefits.

Mr. Chairman, with your permission, I would like to go on to part II.

Mr. Lroyp: I am going to suggest a change of procedure. Perhaps for those
of 'us slower in apprehending, it might be better if Dr. Clark put the skeleton
of his total proposal before us and in this way we would save time, as we
would see all the bones of the skeleton in better perspective.

The CHAIRMAN (Mr. Cameron): I do not know if we should change course
in the middle of the stream. If Dr. Clark thinks he should adopt that suggestion
and if it meets with the approval of the committee, that is certainly all right;
but if he prefers to carry on the way he is, I think we will have to deal with
him in that way.

Dr. CLark: In part II of this, what I am doing is accepting the assumption
that the Government will want to proceed with a pension proposal in which
the benefits are related to contributions. For the whole of part II I am assum-
ing this. Now, I am saying, having made that asumption, are there significant
changes that are worth making. I think there is a substantial number. These
are essentially unrelated points and that is why I would like to deal with them
separately.

The CHAIRMAN (Mr. Cameron): I think we had better proceed in that way.

Dr. CLARK: These are points of substantial difference in importance. Some
of them are relatively minor and some are more significant. I have followed
this through in terms of the sections of the bill and not in order of their
importance. I begin with a comment that what we are dealing with here is
social insurance. This is at page 6, gentlemen. I have tried to include the con-
sequences of having this social insurance legislation, in comparison with our
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Old Age Security Act, which is not social insurance. Later on, I shall refer to
some consequences of that distinction.

Having done that, I go on to make the comment that inequities which are
relatively small when the contribution rates are low become of increasing
importance as the rates of contribution ultimately rise. Therefore, where it is
possible, it is better to eliminate these from the outset, if it can be done.

The first clauses 8 and 9, refer to employers and employees contributions.
This is not a point of major importance. It relates to refunds, on the one hand,
to employers, and, secondly, to the problem for employees and employers
having to pay in some cases most or all of their contributions in the first part
of the year, and not make a contribution in the latter part, because the full
contribution has already been made.

I suggest that unless there are questions, I pass on to clause 10. Clause 10
deals with the contributory earnings lower limit for the self-employed, which
is some 20 per cent higher than the figure for employees. Now, they will be
charged at the combined rate, which I think is reasonable, but there does seem
to me to be some inherent discrimination against the self-employed in this
procedure. This arises because part of their earnings are really, in many cases,
a return on their capital. I have suggested that a way to deal with this would
be to allow the self-employed to make a deduction in computing their income,
which would be credited to them, contributions of 6 per cent would be my
preference, on the capital or net worth of their business.

Now, the self-employed who have no capital would not be affected by this.
For those who would be affected, you are aware of the fact that for income tax
purposes the self-employed in Canada, though not in the United States, are
required to furnish a balance sheet. Therefore, this is not asking for something
in the way of information which they have not provided, generally speaking, in
the past.

I notice in Mr. Myers’ evidence an alternative way of dealing with this. He
was not referring to the Canadian situation, only suggesting that the self-
employed might be charged a double rate, but making the flat assumption that
half of their income constitutes business expenses and therefore should be
deducted. That is a simpler idea, simpler to administer, but not as equitable,
because as among different self-employed persons some use virtually no capital,
and some, such as farmers and others, have to use a great deal.

Are there any questions in relation to this?

Mr. CanTELON: I think this is the first time this suggestion has been made,
and I notice that you say frankly you do not know if it is administratively
feasible. It is certainly an interesting suggestion, and one that I think has
merit in it. I can see where the farmers in the prairie provinces would be
very much concerned with such a clause if incorporated into the act. I was
wondering if we could find out if this is administratively feasible. I will not
ask you that, Dr. Clark, but perhaps the departmental officials could review
the problem and see whether something could be done to work out a scheme
for doing this.

The CHARMAN (Mr. Cameron): I do not know if Mr. Osborne is pre-
pared to give a short answer.

Mr. Lroyp: At the risk of incurring someone’s displeasure, Mr. Chairman,
I would like, before Mr. Osborne is asked the question, Dr. Clark to repeat
his observation with respect to deductions of a certain percentage when com-
puting capital or net worth. I think this is an interesting subject, but I think
we should make clear before we put to Mr. Osborne the question, that we
understand Dr. Clark’s recommendation.

Dr. Crarx: This is a proposal that, supposing a self-employed individual
reports an income, let us say $4,000, say on the operation of his store, that
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he will have certain assets and certain liabilities. The difference represents his
net worth. We would allow him to deduct 6 per cent on that net worth, to
arrive at what his earnings would be, and he would contribute on that basis
and receive benefits on that basis.

Mr. LLoyp: Why deduct 6 per cent?

Dr. CLARK: I suggested that for two reasons. I may say that the whole
idea for this proposal did not originate with me. Like so many new ideas, this
one came from Mr. Anderson. I heard him give this in an address to the
Canadian Tax Foundation in Montreal, about two months ago. The reason
for the 6 per cent is, first of all, that this is a rate for business borrowing from
banks. It is also the rate of return made by corporations as a whole—the profit
and the loss corporations, as reported in the green book, on their investment
capital. So you might say that this is providing for the unincorporated busi-
ness the sort of reasonable comparison for the rate of return of all corporate
enterprise, taken as a whole.

Mr. MoNTEITH: May I ask a question? I am assuming when you suggest
he has reported net income of $4,000, he has already deducted full deprecia-
tion on his fixed assets, and so on.

Dr. Crark: Yes.

Mr. Lroyp: And you are suggesting, Dr. Clark, the rate of 6 per cent of
the net worth at the end of each year?

Dr. CrarRk: Yes.

Mr. LLoyp: And even though that net worth figure might be the resulting
figure from earnings made, less withdrawals for personal consumption, which
may have no relationship whatsoever. I suggest to you, and I know I can
defend this, that 99 per cent, almost 100 per cent of the cases bear relationship
to each other. You are suggesting that we provide a contribution at the rate of
6 per cent on the net worth of self-employed people at the end of each fiscal
year. Am I correct in this, or wrong?

Dr. Crark: What I am suggesting, Mr. Lloyd is, that if we fail to make
any deduction and just charge on the net income the 3.6 per cent, we are
discriminating against the self-employed as compared with the employees;
and the purpose of this proposal was to put them, in so far as possible, on an
equal footing.

Mr. Lroyp: And therefore you have chosen as the answer 6 per cent of
the net worth—>5 or 6 per cent?

Dr. CrLARK: Yes.

Mr. Lroyp: You have chosen a percentage of net worth to do it?

Dr. CrARk: Here is a man who has a net income, a self-employed man,
running a store or a farm. Part of that is a return on his assets; part of it
is equivalent to what he would have obtained if working for somebody else. It
is just the second part we are concerned with, I believe, so that we are treat-
ing the two employees and the self-employed comparably.

The CHAIRMAN (Mr. Cameron): Did you get your answer, Mr. Cantelon?

Mr. CANTELON: Yes, it seems to me reasonable enough.

The CHAIRMAN (Mr. Cameron): Thank you. Mr. Knowles?

Mr. KNowLES: I have one question on paragraph 23. Maybe my arithmetic
is correct, but you used the figure of 20 per cent. Is it not 334 per cent? I mean,
$800 is 331 per cent more than $600, and according to clause 10 of the bill the
calculation is stated as 1%.
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Dr. CLark: Mr. Knowles, with your background, you will appreciate the
quotation from Proverbs:
Whoso loveth instruction, loveth knowledge: But he that hateth reproof
is brutish.

I hasten to accept your correction.
Mr. KNowLEs: What can a poor minister say!

Mr. Lroyp: Mr. Chairman, I may be wrong, but Dr. Clark, are you not
trying to establish a position of equity as between employee and the self-
employed?

Dr. CLark: Yes.

Mr. LLoyp: Many of the small concerns which operate an enterprise with
varying amounts of capital, some with none, and some with a great deal, such
as Mr. Monteith and I who have an office and a desk, and some clients. On
the other hand, we can point to the drug store, the pharmacist, operating his
own drug store, with $15,000 or $20,000 tied up in liabilities. Are you trying
to make a distinction from what he might have paid a manager to operate his
shop?

Dr. CrARk: Yes.

Mr. Lroyp: And you are suggesting that in the case of this kind of earn-
ings we need to examine the kind of earnings to make sure there is no in-
equity?

Dr. CLark: I am really going beyond that.

Mr. A1xeN: You are like Mr. Munro, you have to listen three times before
you believe.

Mr. Lroyp: I am certainly not convinced yet.

Dr. CLARK: Mr. Chairman, what simply is involved here is that the whole
philosophy of this bill which the Government is putting forward relates to
obtaining contributions on the basis of earnings from individual effort and not
earnings from capital. This is why it seemed to me this was a possible change
that might be considered an improvement.

Mr. Lroyp: I understand that.

Dr. CLARK: I turn to clause 17, the contributory earnings upper limit. This
is a very difficult matter to set, and it raises quite a number of problems. I
was certainly very taken with the idea for setting the upper limit put forward
by Mr. Myers in a paper which you asked should be included in your evidence,
and I shall not, therefore, take the time of the committee to elaborate on it.
He suggests it should be based on the first earnings in quarter of the year, as
reported to the Social Security Administration. He was not advocating this
specifically for Canada, but the idea did appeal to me. If you take the bill as
it stands, having used the pension index for several years, into the seventies,
it will come out fairly close to Mr. Myers’ proposal anyway. The question
arises: is it useful to have an index to raise the earnings upper limit? You
will recognize the distinction he made in his mind was that he thought it better
not to have benefits related to an index, but thought it reasonable to use the
equivalent of an index, which is really what he is doing, for the contributory
earnings upper limit. I simply want to say I like the idea of using such an index.
If you follow his proposal literally you do not need an index for that purpose.
The only disadvantage of it I see is that it does increase the extent to which
the program gives larger dollar subsidies to those with earnings at or above
the upper limit as compared with contributors with much lower earnings. You
have heard that many times, and I do not need to dwell on that.
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I would like to go on to clause 20 dealing with the pensions index. I would
like to modify the evidence I have given here in this respect. This is, again, a
very complicated matter, and I have great difficulty in making up my mind on
this point. I am altering the position taken in the brief, again, after reading
Mr. Anderson’s evidence and thinking about it.

There are difficulties with the use of any pension index. These do not stem
from the fact we want to protect pensioners against inflation. I think that is a
fairly general objective everyone would have. It is a question, really, of what is
the best means of achieving that objective. The arguments against the use of an
index really are few in number. There is Mr. Myers’ argument that it puts an
element of inflexibility into the system because all the benefits ride up in the
same proportion. But there are other objections. There is also the fact it is
very hard to get the most appropriate index. We do not have any index that
does relate to the spending of the aged which, in principle, I think you would
say, if there were such a one, would be the most appropriate one to use. There
have also been a number of arguments among economists as to how effective the
index really is, whether over long periods, we can adequately incorporate
changes in the quality of products as distinct from changes in the quantity of
products.

Mr. Anderson presented an idea in his evidence which appealed to me
considerably. It avoided the difficulties I can see, including the arbitrary
restriction which is put in the bill that the pension cannot rise more than 2 per
cent. I have attempted to comment on the reasons why that was put in. His
proposal, as you will recall, was to say: Let us not relate benefits, once they
are in payment, to a price index. Let us relate it to a fraction of the earnings
index. Earnings will go up partly because of increased productivity and partly
because of inflation. This being the case, he said, we should have our benefits
rise as a fraction of the earnings index. We would be improving the position
of the aged without having to go fully as far as having them share 100 per cent
with the increase in earnings after they have retired. The proposal that he made
was, if you like, to take the square root of changes in an earnings index. I do
not suppose anybody ever got elected to office on the basis of a square root. This
is a difficult concept to explain at the best of times. But one, I think, can take
the argument, without necessarily having to use the square root. You might
decide, for example, instead of using the price index at all, that what you
would do would be to increase benefits on the basis of, say, half of the increase
in the earnings index, or some other fraction. If you do this you avoid having to
bring in a price index at all. I do think that offers considerable advantages
over the proposal in my brief.

Mr. Mu~xro: Mr. Chairman, could I ask a question on clause 20 that Dr.
Clark has been discussing? As I recall Mr. Anderson’s evidence that you have
referred to, he was not at all worried about the fact of even using the consumer
price index. He was not worried about any inflationary effects from using such
a price index, though he would have preferred another type of indexing system.
Would you agree with that conclusion of Mr. Anderson?

Dr. CrLARk: I am not really sure, Mr. Munro, whether you are asking me
one or two questions. Would you allow me to state them both, since I would be
unhappy to be putting unwanted words into your mouth?

One is: Would I be concerned about the possibility of inflation developing
in the future in the Canadian economy? The other is: Do I think the Canada
Pension Plan, in the form in which it is in the bill, would be likely to be a
factor causing a significant amount of inflation in the long run? Is it the second
question you had in mind?
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Mr. Mungro: That is quite right. ;

Dr. CrARK: In answer to that, the Department of Finance has suggested
that the impact of the bill would be to raise the level of prices, broadly
speaking, on an average of about 1 per cent. That would be the initial impact
of it. Then the question of what is going to happen after, I think, depends on
two types of consideration. In the first instance, I think the Canada Pension
Plan will tend to lead to an increase in savings, because I do not think employee
pension plan contributions from employers and employees will drop as much
as contributions go up for the Canada Pension Plan. In the long run, however,
if we take the bill as it currently stands, I think there will tend to be a slight
decrease in savings from what there otherwise would be. This depends whether
you change the contribution schedule, but if you make it on a strictly pay-as-
you go basis, what you are doing, in effect, is putting out more money into the
hands of people who have retired. They on the whole have, I think, a slightly
higher tendency to spend than the rest of the population. Therefore, that would
tend, I would think, probably, in the long run, to have a slight inflationary
pressure beyond the original impact. Then, of course, when contributions are
raised again, as they will ultimately need to be, or further benefits are intro-
duced from time to time, there could be such an impact again. I do not really
see a major degree of inflation arising as a result of the plan, however, now or,
say, in the next 20 or 30 years.

Mr. MuNro: Now, just following along this line, Dr. Clark, you have
indicated—and I imagine this was subsequent to your brief—that after read-
ing Mr. Anderson’s evidence you rather like his suggestion of plans instead
of price indexes as far as the present old age benefits are concerned, that it
would be better to index them according to, I think you said, the square root.

Dr. Crark: That was his proposal to bring in the square root of the changes
in earnings, yes.

Mr. MunNro: I see.

Dr. Crark: I said a fraction. I would not use the square root because I
think it is too difficult to explain and you can get a reasonably good fraction
without doing that.

Mr. Munro: His evidence was that he advocated earnings index rather
than a price index. Now, you term the square root—

Dr. Crark: This was what he proposed to use.

Mr. MuNnro: Would you agree that attaching it to that type of index would
result probably in a larger amount of money coming to the old age pensioner
in terms of dollars rather than attaching it to the consumer price index.

Again, I suppose the answer to that would depend on what fraction you
would be prepared to recommend or what fraction was adopted by this com-
mittee, and I am wondering if you have anything to suggest in the way of what
fraction might be advisable to overcome the deficiencies of attaching it to the
price index that you have mentioned?

Dr. Crark: I would not like, again, just having the question put up to
me like that, to say that it should be 50 per cent. This is the sort of thing
that requires some thought. This is the sort of thing where I think I might be
able to, if the committee wished, write a subsequent letter on this after I had
thought about it, if you wanted me to.

Mr. Mungro: Thank you, Dr. Clark. You have recommended in your brief
that you feel that getting back to the consumer price index that you felt it
should go down as well as up if it were adopted. I understand that from your
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brief, on pages 10, 11 and 12 and further, that as far as limiting any increase
to 2 per cent you don’t feel that that is advisable, and, in fact, I think you say
on page 12, paragraph 34:
If a ceiling on annual percentage increases in the Consumer Price
Index is to be used, I should prefer to see 3 per cent rather than 2 per
cent. Obviously this is a compromise proposal. This would reduce the
lag of pensions behind the Consumer Price Index if inflation in any
year exceeded 2 per cent.

Dr. CLARK: These were the views I stated before I had gone through Mr.
Anderson’s evidence, and, if I had read the evidence first and thought about
it, I would have put them in in place of this. On the question of having the
pension index go down as well as up, the logic I think of it is that if the aged
are going to be protected against a loss of purchasing power they should not
be in a preferred position to the rest of society as prices go down. But as I
said I recognize that in the realm in which you gentlemen richly earn your
daily bread, the idea of reducing a Government pension may be as untouch-
able as the cows in a Hindu village.

Mr. KNowLES: Mr. Chairman, does Dr. Clark think that that is the only
reason that this committee entertains the idea of not providing for a downward
change?

Dr. CLARK: No, I did not mean to imply that, Mr. Knowles.

Mr. KNnowLES: Thank you.

Mr. A1ReEN: I don’t think the committee has anything to do with it, if
I may be so bold as to say so. It is a Government proposal and if the Govern-
ment does not propose to go down that is perfectly valid political comment.

Mr. Munro: I don’t think it is fair either, but I don’t want to go into
that aspect. If somebody wishes to pursue that line of questioning, then fine.
My own question is that, leaving Mr. Anderson’s evidence aside and just
referring to your own brief, Dr. Clark, I take it from your remarks that you
are not as enamoured now with the recommendation of 3 per cent after having
read Mr. Anderson’s evidence, and you also indicated—and if I am being unfair
to you you will indicate it—you are not too concerned about the infiationary
effects of this index system that has been proposed.

Dr. CLARK: Let me just say one or two things here. If the consumer price
index is to be used I would prefer a ceiling of 3 per cent to one of 2 per cent.
If you recall the time of the Korean incident, the consumer price index went
up in the one year from 103 to 113.7. Now, on your 2 per cent limit it would
have taken in practice, if that had been in effect at that time, approximately
a decade for the pensioners to catch up, whereas if you had three years at that
3 per cent limit they would have caught up within four years.

Now, of course, it is perfectly true that there can always be legislative
action taken in a case like this, and when one sees that the old age security
pension has been raised substantially more than the consumer price index
has gone up in the past decade, 873 per cent as compared with 14 per cent,
one realizes that the members of Parliament are fully aware of this problem.

Mr. Munro: I am referring to page 10, paragraph 30, of your brief,
where it says:
I regret the growing acceptance of the opinion that inflation of 1 or 2 per
cent a year is acceptable as well as inevitable. The view that such
inflation makes a significant contribution to minimizing unemployment
is unconvincing to me.
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Now, again, I would think that you are obviously referring to the fact
that the Government is recommending a maximum of 2 per cent on the price
index. How do you reconcile that with your suggestion that we increase it
to 3 per cent?

Dr. CLAaRg: We are really talking about two different propositions here.
When I am saying that I regret the growing acceptance of the opinion that
inflation of 1 or 2 per cent a year is acceptable as well as inevitable, I am
not talking about the Canada Pension Plan at all.

However, this is the opinion one increasingly encounters—and you may
ask what is the reason for this, and the answer is this: This is the only way
we can hope to deal with the problem of employment satisfactorily, and I have
said that I do not find this a particularly convincing answer. A simple correla-
tion study over the past 12 years, comparing changes in the consumer index to
changes in the unemployment, shows a correlation of .007 and even if you
do it with lags of changes in unemployment behind changes in the price level,
it does not significantly change the conclusion.

Mr. Munro: But, Dr. Clark, in paragraph 30 in the first sentence you are in
fact relating these observations to us:

I am concerned that the use of a price index to protect the real
value of pensions will cause the present and future federal governments
in Canada to weaken their efforts to maintain the value of the dollar.

And then you carry on with the other sentences which I quoted earlier. So
it would certainly seem from that paragraph that you are relating your conclu-
sions as to the pension.

Mr. PritTiE: That sentence could almost be in brackets. This is a difference
in point of view of economists about the point of view of the economy and
that is almost an interjection.

Mr. LLoyp: At best, Mr. Prittie, as you observe, the economists are prophets
of possibilities, and you work from year to year and shoot for targets and
cannot be too precise. You hope you can hold the line and there can be varia-
tions of judgments made.

Dr. CLArRk: There are variations of opinion among economists.

Mr. Lroyp: He just does not agree with that and that is all.

Dr. Crark: Now, clause 22 is again a minor point.

Mr. Aixken: Dr. Clark, before you go on to that I did not realize that you
were going to leave the point. Shortly stated, your proposition is that if there
is an index of 2 per cent mentioned in this bill the mental approach to the
whole economy is one of inflation. Now, I think that we have had witnesses
here previously who have said that actually the mental approach to inflation
is almost as serious as the real approach.

Dr. CLARK: A number of people, as I have said, with or without justifica-
tion, will come to believe that the Government no longer is confident that it
can keep prices stable.

Now, I went on to say that part of the price, of that fairly widespread belief
that a mild degree of inflation will continue is that the Government has been
forced to pay higher rates of interest to compensate people who buy its bonds—
Canada Savings Bond and the like—and I am concerned about the psychologi-
cal aspects of inflation.

Mr. Aigen: In the reverse situation, would the absence of a downward
reduction of the price index, when there is not very much expectancy on the
part of the Government that there may be such a downward—

Dr. Crark: The Government does not fear deflation.

The CHAIRMAN (Mr. Cameron): Mr. Aiken, if I may suggest it to you,
we are going through Parts I and II—Part II contains many clauses of the
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bill—and then we have to go through Part III. It is now 10 o’clock. Having
read Part II members will be able to make their own deductions.
You can make your deductions, and others who read the brief can make their
own deductions. I think the brief is very clear and precise. Dr. Clark in para-
graph 3 is stating that he is concerned, and members can draw their own
deductions from that. I am only suggesting that if we are going to get the
benefit of Dr. Clark’s knowledge we have not got the time to go into each
paragraph. Of course, it is up to the members, but I am only making that
suggestion.

Mr. A1keN: I will be only too glad to accept your advice, Mr. Chairman, if
Mr. Lloyd and my other colleagues will desist from asking their questions
three times over.

Mr. Lroyp: I think the record will answer this attack on the part of Mr.
Aiken. We are endeavouring to get on the record some meaningful observation,
but he is too adept at—

The CHAIRMAN (Mr. Cameron): Order, gentlemen.

Mr. MonTEITH: Mr. Chairman—

Mr. Aiken: I have asked only two questions this evening.

Mr. Lroyp: We will give you an opportunity to put some intelligent
questions.

Mr. MoNTEITH: Mr. Chairman, may I make an observation. We are all a
little slap happy. I am trying to be serious when I project this thought. I
should not say this because I do not want to raise any ruckus in the committee,
but I thought this was going to happen when we started in on these marathon
sessions. I think we should call a limit to these sessions in the evening—not
necessarily at 10 o’clock, because I am willing to sit after that time, but here
we have a rather comprehensive brief, and I am wondering if by any chance
the representations to be made tomorrow morning might be somewhat shorter
than usual if Dr. Clark could stand in the wings and hold himself available
so that we may continue with him if we finish early.

The CHAIRMAN (Mr. Cameron): He has indicated he is willing to do that.

Mr. MoNTEITH: May I suggest, sir, that we are all victims of fatigue. I am
serious, sir, when I say that we are driving ourselves needlessly. We are not
able to absorb all this.

Mr. Munro: If I have asked too many questions with respect to the recom-
mendations of Dr. Clark, as an alternative to the Canada Pension Plan, then I
am sorry, because I seriously did not understand what he was in fact recom-
mending. So far as the questions concerning inflation are concerned, no matter
how hard we have worked I am afraid I would still want to ask Dr. Clark the
questions I did ask in that respect. I do not see anything improper about them.

This is a very sizeable brief, and Dr. Clark has obviously done a great
deal of work on it, and if we are not able to finish it tonight perhaps we can
continue tomorrow morning. If that is the feeling of the committee then I am
agreeable with it, but I do not like these inferences—

Mr. KNOoWLES: May I make a suggestion, Mr. Chairman?
The CHAIRMAN (Mr. Cameron): Yes.

Mr. KNOWLES: It may be that there will be no substance in it at all. We
are getting slap happy all right; indeed, I am not going to talk about the
subject matter of the bill, but I think with all due respect to Dr. Clark I would
point out that he deals with a few phrases and then asks for questions, and
that causes all these interruptions. My suggestion is that Dr. Clark should finish
his remarks tonight without any more questions from me or anyone else, and
then let us have the questions in the morning.
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Mr. Lroyp: That is, if questions are necessary. At the conclusion we may
not think they are necessary.

Mr. KNowLES: Yes. I suggest that we impose upon ourselves the non-
asking of questions tonight.

The CHAIRMAN (Mr. Cameron): We want Dr. Clark to go back to Vancou-
ver with a good impression of this committee.

Mr. MonTEITH: It will be very difficult.

Dr. Crarx: I shall be happy to accept your suggestion, Mr. Knowles.

Clause 22 simply deals, it seems to me, with excessively severe penalties
in connection with the contributions, having in mind, on the one hand, the many
opportunities for genuine misunderstanding on the part of the public, and the
contrast with the meagre rate of interest allowed on refunds. Also relating to
the same clause there is the suggestion which, I believe, originated with Mr.
Knowles, that since the program is properly charged with administrative
expenses, both the interest and penalties collected under this clause should be
credited to the Canada Pension Plan Account.

Finally, there is the matter of the transition period to full benefits. I
—and this is a matter of personal opinion—regard this as excessively short,
bearing in mind that the benefits are graduated, because I feel that it involves
unjustifiably large subsidies from future generations of contnbutors to those
who will receive benefits in the first decade.

I turn now to clause 43, the basic number of contributory months. If we
had a somewhat longer period or larger number of contributory months then
it would be feasible to increase the percentage of months of drop-out, and this
would be helpful to those who had to retire at age 65. As it is now with the 10
per cent drop-out, for example, an increasing number of university students,
especially women who will find it hard to earn much in the summer, will have
used up their 10 per cent before they have reached age 24. I am suggesting
that if the 10 year period is retained it might be appropriate to increase the
percentage to 15 per cent, but this would, of course, only benefit those who did
contribute for at least a decade. Of course, for all such changes, which would
cost somewhat more, you will have to decide whether they are worth it.

The next is an unrelated clause, as to when a person shall cease to be
deemed disabled under the Disabled Persons Act of Canada. This is the means
test program. It says:

.. the provincial authority will suspend payment of the allowance to
any recipient who, in the opinion of the provincial authority, unreason-
ably neglects or refuses to comply with or avail himself of training,
rehabilitation or treatment measures or facilities provided by or available
in the province.

I am suggesting that, if there is a need for that in a means test program, there
is an even greater need for it in a program that has no means test involved.

I point out that there is a corresponding clause in the American Social
Security Act and I recommend such a clause in this bill.

I think it highly desirable that, from the outset, there should be an em-
phasis on the rehabilitation of disabled persons. Of course, it does involve co-
operation with provincial governments who have facilities for this work.

I do not think I need elaborate on the next point, how pleased I am to
see the Program include pensions for the disabled and widows, benefits for
orphans, and a death benefit. All of these are very much needed.

Next comes clause 58. I regard it as unnecessarily arbitrary to limit the
amount of orphans’ benefits so that the total benefit does not increase signifi-
cantly if the number of orphans exceeds four.
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Then there is a minor suggestion on recovery, in clause 65, which requires
no comment.

I come now to the earnings test. This is one of the most difficult parts of
the whole program. I had great difficulty in making up my mind on this
particular point, because one’s attitude towards it depends so much on what one
thinks are the relevant criteria by which to decide. I have given the views of
the American Advisory Council. I have referred to the fact that this test is
the most unpopular feature of the American program and I have explained why.
I have explained the reasons in support of it. There are four criteria which are
relevant in balancing these considerations. The first is the principle of adequacy
of benefits, which certainly supports having such a test, because after all, as I
have said before, we are talking about social insurance and “no loss, no benefit”
is an inherent principle involved with social insurance. The second is the prin-
ciple of individual equity and what that implies. That implies, I think, that
the bill does discriminate against a number of people who will decide to work
after age 65. This would happen in Canada: it happens in the United States,
as Mr. Myers has said. i

Then you have got another consideration. Do you think it is socially
desirable to encourage people to work after age 65? Are you trying to get them
to withdraw from the labour force?

Then you have, finally, the consideration of the costs involved in making
the test somewhat less restrictive in its operation.

I have included my own views that the test is excessively restrictive in its
present form. As a compromise, I have suggested raising the one dollar for two
dollar band of income from an initial maximum figure of $1,500 to $2,000.

I would like to make one other comment in relation to the earnings test,
and this is not included in my evidence before you. I observe that the definition
of income which is going to count for the earnings test is a different and a
broader definition of income from what is used for obtaining contributions. This
seems to me to be unfortunate. I should have thought it would be better to use
the same definition for both. I am thinking partly of administrative considera-
tions here. For example, if a person goes outside the country and works, it
would be very hard to find out if he is reporting the income to you so that
you can compile this. I think that if you use the same definition it would be
easier to handle administratively.

I do not need to comment on clause 85. Clause 107, communication of
privileged information, also requires no comment.

I come then to limitation on payment from the consolidated revenue fund.
This is a point on which I feel strongly. The idea is put in almost, I will not say
in an offhand way, but it is put in in an indirect way. What it says in effect is
that the program will require to bp self-supporting, so that if revenues run out
to pay benefits at some future time, as the actuary predicts, Parliament would
have to take action either to provide the revenue instead from the consolidated
revenue or from some earmarked tax, or from revenue raising contributions.
It is interesting to note that the American Government has insisted that its
program of Old-Age, Survivors and Disability Insurance be kept self-support-
ing.

I think it entirely desirable that that should be done here also. I give the
reasons for that.

It is very easy for the public not to understand what is involved in the
financing of this, because one major reason is that flat plus graduated pensions
will come from at least four sources; partly from personal income tax, partly
from corporation income tax, partly from sales tax and in part contributions
based on earnings.

21759—6
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It is particularly easy to increase pensions. I am not thinking of this
particular Government, I am thinking of decades ahead, regardless of what
government will be there. It is particularly easy to raise pensions more than they
should be in relation to other government expenditures, sxmp.ly because tl_le
impact of a lot of the burden can be deferred to future generations. They will
have to pay more. In contrast, if you want to raise family allqwance;, you have
the immediate cost right there to balance against it. I think th.l.s makes a
difference. Therefore, I should like to see an emphasis, a declaration by'thls
committee, saying that they are in favour of having this program financially
self-supporting.

I hope, too, that they will give their support to the principle of equal
employer-employee contributions. This is not necessary, I realize, in order to
obtain the money. It could all come by just taxing employers, as is done in
Sweden, but psychologically it is a good thing for people to have to contribute.
This is one of the reasons why the American program is as popular as it is with
the man in the street—because he thinks “I contribute to this, this is something
I earn by contributions that I make.” He overstates the extent to which he
paid for his benefits, but it certainly adds to the psychological appeal of that
program.

As so many people said to me when I was investigating it several years
ago, “This is not something that the Government hands to us, this is something
that we are doing for ourselves,” so I think it is valuable to have an employee
contribution in as well.

I come now to clause 116, the position of the chief actuary. Such an
individual is in a critical role in this program, just as Mr. Myers has been in the
United States, because actuarial computations are extremely complicated and
those who are non-actuaries have to depend to a large extent on the figures
that he supplies. I think it very important to enhance the prestige and the
position of the chief actuary. That is why I would like to see this individual—
and I esteem Mr. Clarke most highly in this position—responsible directly to
Parliament and not simply to a cabinet minister. This would mean that he
could be dismissed only by Parliament. I do not think it would necessarily
mean that he would have to be appointed by Parliament. It also would mean
that his reports would be made to Parliament.

In the same clause there is a reference to long-range forecasts and a
reference that the actuary must make forecasts for at least 30 years. I want
to point out that, since you cannot see the full cost of any proposal for amending
on increasing benefits and the like within a range of 30 years, it is important
should you have forecasts for a much longer period of time. This does not
mean that you will assume conditions will remain unchanged for 50 years
or so, but that you will be able to assess the long-range cost implications and
benefit indications of what you are doing. It is with this in mind that the
Advisory Council in its 1965 report in the United States says that the long-
range cost should be projected by the chief actuary for 75 years. Everyone
knows perfectly well that there will be many changes in that space of time.

In clause 117 I refer to the advisory committee set up under the bill. I
was very happy to see this included, because such committees have been very
constructive and have made an immense contribution both in the United States
and in Britain.

The man who is in charge of the American program, Mr. Robert Ball, told
me several years ago, in conversation, that most of the best ideas for reforming
that program that had been put into effect come from the successive advisory
councils and not from the members of Congress. Members of Parliament
would doubtless contribute more in this country.

Mr. Chairman, that completes the comments I wanted to make in relation
to the clauses of the bill.
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After the weary day, Mr. Chairman, you might feel that you wish me to
desist. I have some statistics that I would like to pass out to you, which you
might like to have for light reading—it is a single sheet—between now and
tomorrow morning. I can explain in a very brief moment what I have in mind
here. I notice that the Economic Report on the Canada Pension Plan, an
excellent report prepared by the Department of Finance, tells about the impact
of the Canada Pension Plan on business. It speaks of business pretty well as
an entity, but it did not speak to a significant extent of the different impact
of the plan on different industries. In the very short time at my disposal I
endeavoured to deal with this problem.

I wrote this brief in Vancouver, but in Toronto Mr. Anderson asked me
if he could take my brief home with him to read it over night, and I said yes.
So he called me the next day and said, “I have some statistics for you—yours
are incomplete, you give only some industries. So I went home and put in all
the industries, and I give it to you as a gift. This I have taken from the
Dominion Bureau of Statistics, and it is comparable for all industries. Both this
sheet and the tables in my brief are an endeavour to compare the difference
of the impact of the Canada Pension Plan from one industry to another. Also
I have attempted to show the range of differences within certain industries.

Now, all of this is in no sense a criticism of the bill. Any bill you have
for providing income for the aged will have to be paid for, and in whatever
way it is financed it will have some different effect on industries, so this is
just for factual information, nothing further.

Lastly, on the relations between old security, old age assistance and the
Canada Pension Plan, I think I might deal with that tomorrow morning, for
weariness enshrouds your faces. Thank you for your patience.

Mr. Monro: I just wanted to indicate, Mr. Chairman, that we shall have
the Social Workers here at 10 o’clock. Presumably we will have finished with
them in time to hear Dr. Clark again, but in all fairness to him I think he
should be advised that the Social Workers were given an appointment for
10 o’clock.

The CHAIRMAN (Mr. Cameron): Yes. Mr. Munro is suggesting we may run
out of time; we are not certain.

Dr. Crark: I am certainly willing to carry on this evening, as long as you
gentlemen have the patience and endurance to stay.

Mr. MonTEITH: I am sorry, we are running out of endurance.

Mr. KnowLEs: With respect to tomorrow, Mr. Chairman, the Social Workers
brief does not look like one that will take all the morning. It is composed of
seven pages. However, the Canadian Congress brief—

The CHAIRMAN (Dr. Cameron): That will be heard in the afternoon.

Mr. KNnowLES: I suggest that we adhere to the commitment that we made,
for the Social Workers to appear before us at 10, and the Canadian Congress
at 2.30. Probably Dr. Clark could be heard between 11.30 and 12.30.

Dr. CrLArk: That is agreeable. That would allow an hour.

The CHAIRMAN (Mr. Cameron): Senator Fergusson will be in the Chair,
and I am sure with the co-operation of the committee good progress will be
made.

Mr. MonTEITH: She will keep us in order!
Mr. KnowLES: She is partial to social workers.

Mr. Lroyp: I am not in a hurry and I am not weary, but I shall go by the
majority wish only. I am quite prepared to stay.

Mr. Gray: I am also prepared to stay, Mr. Chairman.

21759—6}
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APPENDIX A27

FEDERAL SUPERANNUATES NATIONAL ASSOCIATION
Office of National Secretary-Treasurer

2696 MacDonald Drive, Victoria, B.C.

SPECIAL BRIEF

Thank you for your request as received from the Clerk of your Committee,
dated November 26, 1964.

Further to our National Secretary-Treasurer’s letter dated December 7,
1964, addressed to the Clerk of your Committee, we are now pleased to sub-
mit the following Special Brief, issued on behalf of, and with the authority and
backing of the members of the Federal Superannuates National Association,
now organized from coast to coast, and representing, presently, approximately
37,000 Federal Civil Service Superannuates and widows.

This Brief, detailed especially for your Committee’s consideration, and
report, is issued “without prejudice” to all prior, or subsequent briefs if any,
that will be, or have been issued direct to the Prime Minister, or any Govern-
ment Member, or Official, duly appointed by the Prime Minister to receive
and reply to such briefs and submissions.

This Special Brief and all prior briefs above referred to, request parity of
pensions to all Superannuates, in order to restore the purchasing value of the
dollar, from its now low value of approximately 37 cents to $1.00. Such parity
increase would be governed by the classification, grade, and years of service
of the Superannuate, and would be based on parity with Federal Civil Servants
currently retiring on pension with the same classification and grade; the only
differing and controlling factor being the number of years of service, which,
of course, governs the ultimate amount of pension received.

The Government’s response to date on all briefs submitted has been dis-
appointing, and bluntly negative. The Prime Minister in replying to our
National Secretary-treasurer’s letters, dealing with the briefs submitted, has
stated various objections, or should we say excuses, to support the Government’s
refusal of our requests to obtain a better financial deal for all Federal Super-
annuates who are presently in large numbers suffering from dire financial need,
and in some cases virtual poverty, solely due to the shrinking purchasing power
of the pension dollar from the date of his, or her, retirement. Surely the
Government has to accept some responsibility for this shrinkage in purchasing
power, since they, and they alone, are the only ones in a position to counteract
or supplement the ever-increasing cost of living, which we are told is due,
in part, to the increase of our National Productivity and to the overall increase
of our National Standard of Living.

The following statistics taken from the Session Paper No. 63-A placed
before Parliament on November 28, 1962, by Mr. Stanley H. Knowles, M.P.,
is supporting and self-explanatory, showing the range of monthly income of



CANADA PENSION PLAN 1523

retired Civil Servants and Widows. The total number of Superannuates has
increased from 1962 to date, to approximately 37,000. The statistical position,
however, is unchanged.

No. Retired No. Widows at

Income Range (per month) Civil Servants 509% Pension

(A) Receiving less than $20.00 per month ........ 348 1,420
(B) Receiving $20.00t0 $29.99 .............. .. 1,191 1,555
(C) Receiving $30.00t0$39.99 ................. 1,662 1,493
(D) Receiving $40.00t0$49.99 ................. 1,576 1,293
(E) Receiving $50:00t0'$59.99 ...... ... .. 0., 1,451 1,156
(F) Receiving $60.00t0$69.99 ................. 1,340 1,008
(G) Receiving $70.00t0$79.99 .........ccvvunn. 1,240 944
(H) Receiving $80.0010$89.99 .............c.... 1,200 617
(I) Receiving $90.00t0$99.99 ...........c..u... 1,129 483
(J) Receiving $100.00t0$149.99 ............... 5,105 1,207
(K) Receiving $150.00t0$199.99 ............... 3,448 254
(L) Receiving $200.00 to $249.99 ............... 2:155 76
(M) Receiving $250.00 t0 $299.99 ............... 1,043 24
(N) Receiving $300.000rover .............c.... 1,240 14
24,128 11,544

Total Retired Civil Servants .......... 24,128

Total Widows at 50% Pension ......... 11,544

(rand BOral N o e Y T 35,672

Note: Approximately 339 are Widows who receive only 50% of Male’s
pension. On behalf of these Widows we are now requesting that the Widow’s
percentage be raised to 75% and furthermore, that full pension be paid to
Widows for one (1) year following the death of Pensioner, in order to give
the Widow a little time to reduce her financial overhead and commitments
so as to be in a position to live on her reduced income. The Minister of Finance,
in his letter to this Association dated April 3, 1964, has promised to earnestly
consider raising the Widow’s percentage at such time as the Government is
reviewing proposed amendments to the Public Service Superannuation Act.

Excuse %1

One of the points that the Prime Minister has put forward to the members
of this Association is that to accede to the representations made on behalf of
retired Civil Servants would be a form of discrimination against the majority
of Pensioners, other than Federal Superannuates. Obviously the Prime Minister
was talking with tongue in cheek—politically.

We have difficulty reconciling this statement with the fact that the Govern-
ment has recently announced an increase in pension to War Veterans. To quote
Mr. Claude E. Edwards, President of the Civil Service Federation of Canada,
who states “Naturally we were delighted to see this increase being announced,
but isn’t this the exact situation that the Government is telling us it cannot
consider, because if it did it would be discriminating against the majority
in favour of a minority group”. If this increase can be made to our War Veterans,
we the Federal Superannuates feel that the Government, as a good Employer,
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could and should do something to help the Federal Superannuates who are also
taxpayers and who were its former loyal empoyees, many of whom also
served as Veterans of the First World War.

We must again emphasize that Parity is still our prime request and
objective which, when tied in with a periodic Cost of Living review and adjust-
ment such as projected in the Canada Pension Plan, will protect Superannuates
against any future rise in the Cost of Living.

Excuse §2

Another excuse put forward by the Prime Minister is that any increase
or adjustment made to the present pensions of Superannuates would have to
sooner or later be an additional charge to the Canadian Public taxpayer. He
cites a 1958 adjustment, the benefits of which were payable under the Public
Service Pension Adjustment Act and charged yearly as an additional budgetary
expense to the Canadian taxpayer.

Our response to this line or argument is that we are all taxpayers and
therefore we are not particularly concerned with the “modus operandi” of just
where the Minister of Finance, or Auditor General, elects to place the charge.
The Government of Canada does not hesitate to give away $7,000,000 to under-
privileged and undernourished Nations or sell highly subsidized wheat to Russia
or China. These transactions all greatly effect the capital and revenue account
and ultimately the Canadian Taxpayer. Let us first exercise our charity and
humanity by adjusting underprivileged conditions on our own Home Front—
Charity, truly, begins at home.

Re: Superannuation Account

The Members of your Committee are no doubt aware that the balance
in the Superannuation Account, as reported by the Auditor General (1963)
was $1,999,000,000 and is now over the Two Billion Dollars, and under the
present Superannuation Act is growing and has been steadily growing yearly.
If the present growth is maintained, the Superannuation Account with added
interest will be approximately Four Billion Dollars in eight years’ time.

The 1963 yearly earned interest on the Government’s use of these funds
(@4% simple interest) as published by the Auditor General’s report is
$66,361,514. The total disbursement from the Superannuation Account for the
same period (1963) which includes all pension payments to Federal Super-
annuates was $51,816,113, showing an excess of interest earned and received
over total disbursements of $14,545,401. Note! The capital amount on deposit in
the Superannuation Account of $1,999,000,000 was not impaired.

Under the provisions of the Public Service Superannuation Act, the Govern-
ment of Canada is required to contribute dollar for dollar paid into the Super-
annuation Account by the Federal Civil Servant. Perhaps you are also aware
of the fact that the Government is approximately $602 million in arrears in
matching contributions. (According to the Glassco Commission Report, Volume
3, Page 291) If the interest on this unpaid contribution has not been paid, the
overdue yearly interest (@ 4% simple interest) alone on this unpaid amount
should be quite a substantial amount.

Much talk and bally-hoo has and is being circulated that the Superannu-
ation Fund is actuarily unsound. It has even been stated by Government
officials, that the Superannuation Account is merely a bookkeeping entry.

A classic example of this double talk is contained in a recent letter written
by the present Minister of Finance, dated December Tth, 1964, addressed to
Mr. Barry Mather, M.P. for New Westminster, B.C. Mr. Gordon stated in sub-
stance that it is erroneous to say that the Superannuation Account contains
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sufficient funds to take care of the pension increases requested by the Federal
Superannuates. He (Mr. Gordon) offered as proof of this remark that as the
result of an actuarial survey conducted as at December 31st, 1962, it was
established that there was not sufficient funds in the Superannuation Account
to meet the combined obligations to Federal Superannuates and all Federal Civil
Servants presently on active duty. In other words, if every active Federal
Civil Servant presently operating the affairs of Canada suddenly in one day
arrived at the age of 65 years or elected to go on pension together with Federal
Superannuates, the Superannuation Fund would be short coverage in amount
of $110 million.

Not only is this premise ridiculous in assuming that the Government of
Canada could or would suddenly denude itself of all active Employees, but is
also factually impossible to assume that all Federal Civil Servants will arrive
at the age of 65 years within the same day, month or year.

Gentlemen! The Government of Canada is the Legal Custodian and
Administrator of this Superannuation Account since 1924, and of couse is
responsible for its use and safekeeping. The Government forgets, or overlooks,
the fact that a considerable number of our Federal Superannuates were
experienced and certified Public Accountants and Auditors in the Government
Service, and are fully competent to analyze and assess the real and actual value
of the Superannuation Account regardless of Government inuendoes.

We are not presently concerned about the safety or solvency of the Super-
annuation Account; at least not until the proposed amendment to the Super-
annuation Act is made known. We will then be witally concerned. The Prime
Minister has definitely stated that we will be consulted before any amendment is
presented to the House. We shall expect this promise to be honoured. What we
and all other Federal Civil Servants—active or superannuated—are greatly
disturbed and concerned about is that in view of the partial integration and
diversion of Federal Civil Servants’ contributions from the Superannuation
Fund to the Canada Pension Plan. The big, big question is:—when does the
Superannuation Fund receive this $602 million arrears, .if and when partial
integration is effected under the Canada Pension Plan legislation or is it to be
buried or quietly expunged. We, the Federal Superannuates, will be keen and
active observers.

Incidentally, the Standard Dictionary defines the word “integration” as
“making into one whole”. The question arises, regardiess of the Prime Minister’s
recent emphatic statement that the Superannuation Fund will not be absorbed
into the Canada Pension Plan. If we take integration literally, as defined, it
might well be that it is the Treasury Board’s present intention to obtain greater
legal dominance over our Superannuation Fund with a long term view to
ultimately absorb or totally integrate same into the Canada Pension Plan.

The Federal Superannuates will be vigilant observers and will not hesitate
to take whatever action is necessary, either legal or political or both, to protect
our “Legal Rights” and interest in the Superannuation Fund over future months
and years. The “Legal Right” of the Federal Civil Servant—active or super-

annuated—was finally and correctly admitted by the Government and confirmed
by the passing of an amended Act dated January 1st, 1954, indicating, quite
clearly, that the equitable, beneficial ownership of the Superannuation Fund
is vested in the Federal Civil Servant—active or on superannuation. This “legal
right” declaration of January 1st, 1954, is not now contestable under Canadian
Law, since it was passed and ratified by the Government of Canada being the
Highest Court of Appeal. We have a very definite reason for discussing the
Superannuation Account at length and in disclosing the Superannuation Ac-
count’s actuarily sound and liquid financial condition.
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We have persistently pointed out to the Government that the Superannua-
tion Account has more than adequate funds available to take care of our Federal
Superannuates requested adjustment without damaging or infringing the
“rights” and benefits of either the active Federal Civil Servants or subsequent
Superannuates.

By employing the Superannuation Account funds, which is actually a
pension fund account, instead of the procedure adopted in the 1958 adjustment
(ie, via the Public Service Pension Adjustment Act), where the benefits payable
were treated as a yearly budgetary expense, the charge against the Canadian
Taxpayer would be unnecessary.

The following tabulation will, we are sure, present a picture of the Life
Expectancy of the present group of Federal Supergnnuatqs and. will indicate
approximately how long these requested increases in pension will have to be
paid.

Retirement Year Age to date
@ 65 years 1964 Observations

1947 82 Male & Widows (mostly widows
1948 81 2 » @ 50% pension)
1949 80 i P
1950 79 > i
1951 78 i 9
1952 i 4 ” (about even)

* 1953 New actuarial life 76 i3 ” (about even)

expectancy

1954 75 £ ” (about even)
1955 74 Male mostly
1956 73 ”» ”
1957 72 ” 2
1958 71 ” ”
1959 70 ” 3
1960 69 ” »”
1961 68 2] ”
1962 67 2] ”
1963 66 ”” ”
1964 65 L) ”»

From above figures it will be clearly seen that over 509 of present
Federal Superannuates will have passed on to what we hope will be a more just
reward in approximately five years, and the balance in approximately ten years.
This means that before the first five years of operation of the Canada Pension
Plan, 509 of the increases awarded to Federal Superannuates will have been
liquidated as a liability, and when the Canada Pension Plan comes into full
effect, i.e. in ten years, all or most of the remaining presently pensioned Super-
annuates will have passed on; thereby totally liquidating all pension liability,
except in instances where the Widow substantially outlives the Male.

Conclusion:

Gentlemen! At the risk of being rather voluminous, we have endeavoured
to present our Brief concisely, emphasizing our claim for Parity of Pensions on
a prescribed basis, and also to ask that the percentage for Widows Pensions be
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increased from 509% to 75% with a very much needed provision that full pension
be granted to Widows for a period of one year in order to give the Widow a
little time and funds to rearrange her financial and domestic affairs to cope with
a reduced income.

In an endeavour to simplify your rather onerous task we have given you
progressively, the Government’s reaction to our briefs to date, together with
our considered rebuttal.

We are aware that partial integration of the Public Service Superannuation
Plan with the Canada Pension Plan has been studied and certain recommenda-
tions made by the Superannuation Advisory Committee, which is a body
appointed by Government through Order-in-Council, and represents both
Official and Staff Side. Federal Superannuates have long felt that they too
should have representation on this Advisory Committee as they through con-
tributions made to the Superannuation Fund during their employment have
an interest in this Fund and certainly should have a voice in deliberations and
decisions as to what is to transpire in the future with regard to this Fund. It is,
therefore, urged that immediate steps be taken to provide a seat on this Advisory
Committee for a representative of the Federal Superannuates National Associa-
tion.

In conclusion, may we state frankly we believe Federal Pensions should
be discussed with an integrity which looks beyond immediate political partisan
advantage, to the lasting welfare of its former employees, as well as those who
will follow after.

If there is anything further that we can do to assist you in your delibera-
tions, please do not hesitate to advise.

On behalf of all needy Superannuates, we earnestly solicit your favourable
consideration to our Brief.
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APPENDIX A28

Answers to Questions Raised by Senator Croll and Mr. K‘ngwles
on Wednesday, January 20, 1965, at the Afternoon’s Session

1. Question: What would it cost to provide a pension of $75 a month to
widowed and single women, and to disabled persons, between the ages of
65 and 70?

Answer: It is estimated that the cost of a $75 a month pension to 119,167
single women and widows aged 65 to 69 in 1966 would be $107 million. Of
the remaining 402,833 persons in that age group, if the prevalence rate for
disability is assumed to be 10 per cent, a $75 a month pension for such people
would cost $36 million in 1966; if the rate is assumed to be 15 per cent, the
cost would be $54 million. (On page 549 of the Proceedings, the Actuarial
Report gives an ultimate prevalence rate of 9.3 per cent for the age group
60-64.)

In 1970, 132,900 single women and widows aged 65 to 69 receiving $75
a month would cost about $120 million, and 45,000 to 67,000 disabled persons
in the same age group would cost from $40 to $60 million.

2. Question: What would it cost to increase the old age security pension
from $75 to $80 for those aged 70 to 74, to $85 for those aged 75 to 79, to $90
for those aged 80 to 84, to $95 for those aged 85 to 89, and to $100 for those
aged 90 and over?

Answer: It is estimated that in 1966 there will be 984,000 people aged
70 or over, and in 1970 there will be 1,048,000; at $75 a month, pensions for
these people will cost $885.6 million and $943.2 million respectively.

The total cost of higher pensions for these people is set forth in the
following table.

Annual 1966 1970
Age Group Benefit Persons Expenditures Persons Expenditures
$ ’000s $ million ’000s $ million
70 to 74 years 960 411 395 434 417
75 to 79 years 1020 304 310 311 317
80 to 84 years 1080 “173 187 195 211
85 to 89 years 1140 72 82 81 92
90 and over 1200 24 29 27 32
Total 984 1003 1048 1069

The extra cost of providing the proposed age-related pensions would
therefore be $117.4 million in 1966 and $125.8 million in 1970.

3. Question: What would it cost to increase the old age security pension
from $75 to $85 for those aged 70 to 74, to $90 for those aged 75 to 79, to $95
for those aged 80 to 84, to $100 for those aged 85 to 89, and to $105 for those
aged 90 and over?
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Answer: The total cost of the proposed higher pensions for these people
is set forth in the following table.

Annual 1966 1970
Age Group Benefit Persons Expenditures Persons Expenditures
$ ’000s $ million ’000s $ million
70 to 74 years 1020 411 419 434 443
75 to 79 years 1080 304 328 311 336
80 to 84 years 1140 173 197 195 222
85 to 89 years 1200 72 86 81 97
90 and over 1260 24 30 27 34
Total 984 1060 1048 1132

The extra cost of providing the proposed age-related pensions would
therefore be $174.4 million in 1966 and $188.8 million in 1970.

Research and Statistics Division,
January 1965.
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APPENDIX A28

SUBMISSION OF THE NATIONAL LEGISLATIVE COMMITTEE
INTERNATIONAL RAILWAY BROTHERHOODS

1. The National Legislative Committee, International Railway Brotherhoods,
is a voluntary association of Railway Unions, established in 1909, representing
railway workers in Canada.

2. The representatives of the employees of both the Canadian Pacific Rail-
way and Canadian National Railway Pension Plans, who have been duly selected
from and among the General Chairmen of the organized classes of employees,
join with us in presenting this brief.

3. We believe that there is a need in Canada for the type of Pension Plan
that the Government has outlined in Bill C-136, and we favour the principle
of a contributory, wage-related plan under Government auspices.

4. It has been reported that the regulaion of Private Pension Plans in such
matters as portability and solvency is a matter of Provincial jurisdiction.

5. This obviously leaves a gap in the regulation of private pension plans,
when one considers those industries that fall solely under Federal jurisdiction.

In this regard, we respectfully recommend that concurrent with the enact-
ment of a Canada Pension Plan, legislation be enacted for the purpose of regulat-
ing Private Pension Plans coming under Federal jurisdiction. Further, it is our
understanding that the Provincial Governments have agreed to establish uniform
regulations to govern Private Pension Plans and we suggest, that the Federal
Legislation contain the same provisions.

6. Such regulations would ensure to employees working in industries under
Federal jurisdiction, the right to transfer pension credits and contributions
from one private plan to another.

7. The whole problem of the maintenance of pension credits by employees,
who move from one job to another, was considered in a report on Pension Plans
and the Employment of Older Workers, prepared by the Interdepartmental
Committee on Older Workers and published by the Department of Labour and
that Committee found there existed a need for portability and vesting provisions
in existing Pension Plans in Canada.

8. Other matters in addition to portability and vesting that should be
considered in the drafting of regulations are solvency and the proper investment
of pension funds.

9. While, as we stated earlier, we favor the principle of a contributory,
wage-related pension plan under Government auspices, the employees we
represent are deeply concerned as to the effect the introduction of the Canada
Pension Plan will have on their existing pension plans unless steps are taken
by the Government to protect their rights.

10. Pension plans have been in effect on the Canadian Railways for upwards
of thirty years, and they are now a condition of employment for employees
entering the service, but in no case is the pension plan a part of the contractual
relationship between the employer and the employee.
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11. The employees of the Railways desire that the Canada Pension Plan
supplement their existing plans, but almost simultaneously with the announce-
ment of the proposed Canada Pension Plan, the Railways indicated that it would
be their intention to revise the existing pension plans so that their pension costs
would not be increased by reason of the Canada Pension Plan.

12. We suggest that a project that will affect almost all Canadians, such as
the Canada Pension Plan, should have the same relative effect on all Canadians.
If an employer who now contributes to a pension plan is permitted to recoup
his contributions to the Canada Pension Plan by reducing his contributions to
the existing plan, he will gain a definite advantage thereby over the employer
who does not now contribute to a pension plan.

13. For the Canada Pension Plan to have the same relative effect on Cana-
dian Railway workers as on other Canadian workers, the plan must be supple-
mental to the existing Railway pension plans, and this is what is desired by
the workers we represent.

14. We are disturbed at the attitude of the Government of washing its hands
of responsibility in the matter of private pension plans, and on behalf of the
workers we represent we earnestly request this Committee to recommend that
a provision be added to the Canada Pension Plan Act which would prevent the
integration of pension plans on Railways under the jurisdiction of the Federal
Government with the Canada Pension Plan without the approval of the
employees participating in such plans.

15. We submit that the Government will incur responsibility for protecting
the rights of employees presently participating in pension plans when its plan
becomes operative because it will be introducing a compulsory pension plan
into arrangements which have been reasonably satisfactory to the employees but
over which those employees have little or no control insofar as revisions to the
pension plans are concerned.

16. If the Railway pension plans were part of the working agreements
between the Railways and their employees, we would not be here today, but they
are not. For that reason, and because we believe the Government should accept
responsibility and protect the interests of the employees, we are requesting
this Commitee to make recommendations to that end.
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APPENDIX AS30

ESTIMATES RELATING TO OLD AGE SECURITY PROGRAMME

Request

During the evening session of the Committee on December 14, 1964, Mr.
Moreau asked
“Could you tell us approximately what payroll contributions would be
required to raise the equivalent of the sum of money that we are collecting
under the present means of financing the O.A.S. plan? Do you think it
would be five or six per cent?”

During the morning session on December 15, 1964, Senator McCutcheon
asked
“Have you made any calculation to show what is the total cost based on
covered earnings of the old age security and the proposed pension plan
in respect of percentage of covered earnings?”

Similar requests have been made in some of the briefs submitted to the
Committee.

Estimates

Two sets of estimates of total outgo in future years for all of Canada
under the Old Age Security programme, amended as proposed in Bill C-136,
are presented in Schedule 1 below. The set of estimates designated as A was
based on the low fertility—low immigration populations described in the actu-
arial report and on the assumption that OAS benefits would increase from 1967
onwards at an annual rate of 13% to 1975 and 29, thereafter. The set of estimates
designated as B was based on the high fertility—high immigration populations
and on the assumption that OAS benefits would increase from 1967 onwards
at an annual rate of 14%. Subject to the availability of reduced pensions at
ages under 70 for the years 1966 to 1969, for both sets of estimates it was
assumed that

(a) for males, 51% of the population would elect to take reduced OAS
benefits at age 65 and a further 3% would so elect at each age 66
to 69,

(b) for females, 87% of the population would elect to take reduced OAS
benefits at age 65, a further 29 would so elect at each age 66 and
67 and a further 1% would so elect at each age 68 and 69, and

(c) the remainder of both the male and female populations would receive
full benefits at age 70.

Also shown in Schedule 1 is the excess of benefit outgo under each of the
A and B sets of estimates over
(a) estimated benefit outgo if payments were to remain at $75 per month
to persons aged 70 and over, and

(b) estimated benefit outgo if payments were to be made to persons
aged 70 and over at $75 per month increased from 1967 onwards at
the annual increase rates specified for the A and B sets of estimates,
as applicable.




Year

1966
1967

1968
1969
1970
1971
1972
1973
1974
1975

1980
1985

1995
2005
2015
2025
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Schedule 1

Estimated Benefit Payments under OAS
for all of Canada

(in millions)

Excess over outgo Excessover outgo of $75

Outgo under

Proposals
in

Bill C-136

A B
$ 971.0 $ 975.3
1,044.2 1,050.2
1,130.0 1,137.8
1,213.0 1,223.1
1,293.4 1,306.1
1,316.2 1,330.6
1,341.7 1,35%7.7
1,370.2 1,388.3
1,402.3 1,422.6
1,438.7 1,460.7
1,717.5 1,710.5
2,097.4 2,049.8
3,193.1 3,015.0
4,296.4 4,005.4
6,156.2 5,666.3
9,926.6 8,719.0

of $75 per month
to pop’n aged
70 or over

A Excess B Excess

$

64.5
123.7
194.8
262.8
327.5
333.2
340.8
349.9
361.0
374.5
501.7
678.8

1,321.6
2,136.1
3,821.1
6,763.9

$

64.9
124.8
196.8
265.6
331.6
337.9
345.7
355.6
367.1
381.0
470.4
595.7

1,074.5
1,702.4
3,053.0
5,161.1

1533

per month, increased
from 1967 onwards, to
pop’n aged 70 & over

A Excess B Excess

$ 645
123.7
180.7
234.0
283.4
273.0
263.4
254.5
246.7
239.9
205.4
149.5

60.3
—111.7
348.0
337.1

$ 64.9
124.8
182.7
236.6
287.1
277.0
267.6
259.1
251.1
244.4
205.6
148.8

70.6

—49.8
325.9
281.5

In Schedule 2 is shown the relationship of estimated benefit payments
under the OAS programme for Canada excluding Quebec to the contributory
earnings amounts estimated for purposes of the actuarial report on the Canada
Pension Plan, that is, the estimated total amounts of earnings falling between
the contributory earnings lower and upper limits of workers in Canada exclud-
ing Quebec who will contribute under the Canada Pension Plan. The assump-
tions relating to populations, rates of increase in OAS benefits and election for
reduced benefits under age 70, where applicable, are those described for pur-
poses of Schedule 1 above. The assumptions as respects the annual rate of
increase in average earnings were 3% for the A set of estimates and 49 for
the B set of estimates.
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Schedule 2

Estimated Benefit Payments under OAS for Canada excluding
Quebec expressed as Proportions of Contributory Earnings
estimated for purposes of the Actuarial Report on the
Canada Pension Plan dated November 6, 1964

Outgo under Outgo of Outgo of $75 per month,
proposals $75 per month increased from 1967
in to pop’n aged onwards, to pop’n aged
Year Bill C-136 70 & over 70 & over
A Assump- B Assump-
A B A Pop’'n B Pop’n tions tions
1966 6.21% 5.81% 5.819, J
1967 6.36 5.63 5.63
1968 6.55 5.46 5.54
1969 6.70 5.30 5.46
1970 6.83 5.15 5.39
1971 6.66 5.02 5.33
1972 6.49 4.88 5.26
1973 6.35 4.77 5.21
1974 6.22 4.65 5.16
1975 6.13 4.57 5.14
1980 5.48 4.56% 3.89 3.31% 4.84 4.029%
1985 5.24 3.89 3.55 2.53 4.88 3.30
1995 4.92 3.01 2.90 1.95 4.86 2.96
2005 4.06 2.04 2.05 1.18 4.19 2.08
2015 3,75 1.49 1.42 .69 3.54 1.40
2025 4.27 1.23 1.36 .50 411 1.19

(Note: The reason that the columns for the B set of estimates and the
columns related thereto are blank until the year 1980 is that contributory earn-
ings for the short range (1966 to 1975) were estimated only on the basis of the
low fertility—low immigration population assumptions for purposes of the
actuarial report. Since there is no financial effect arising from fertility in the
early years, little effect from immigration, and all other assumptions except that
in respect of the rate of increase in average earnings are the same for the A
and B estimates until 1975, the B column figures to 1975 would be close to those
shown for column A.)

Department of Insurance
Ottawa
January 21, 1965
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BRIEF TO THE SPECIAL JOINT COMMITTEE OF THE SENATE
AND THE HOUSE OF COMMONS ON THE CANADA PENSION PLAN

(1) I appreciate the high honour of being invited to give evidence to you
on the Canada Pension Plan.

(2) I divide the brief into three parts. The first is a short statement of
preference for a flat rate benefit structure over a graduated or earnings-related
benefit structure. Bill C-136 having passed the House of Commons with no
opposing vote, I am in the position of a solitary man marooned on a small
Arctic iceberg, watching the distant shore-line recede. He can scarcely expect
the continent to move in his direction. In the second part I give a series
of comments within the framework of accepting the fact that we shall have
in Canada a contributory pension program with graduated benefits. Brief com-
ments on the differences in import of the Canada Pension Plan on various major
industries are included at the end of this section. Comments on the relation
between Old Age Security, Old Age Assistance, and the Canada Pension Plan
constitute the last part.

PART.I

A Statement of Preference for a Flat Rate Benefit Structure

(3) The case for a system of flat rate pension, survivor and disability
benefits is based on one’s philosophy of equity, and one’s view of the desirable
role of government. I begin with the premise that the spending power of the
retired population should be at all times a high fraction of the average con-
sumer spending of the whole population. This is not to say that the retired,
on the average, should have spending power equal to that of the whole popula-
tion, because, on the average, the aged do not need quite as much as the
rest of the population. They are more likely to have their home and other
durables paid for than the rest of the population.

(4) Can the Canadian people afford such a standard for the aged? Like
many others, I believe we can afford and should adopt such a standard.

(5) To the extent that retirement spending power results from private
savings, its development tends to follow, as it should, the principle of individual
equity. For example, in the typical employee pension plan, benefits to different
employees are related directly to the contributions made by themselves and
their employers.

(6) The vast majority of individuals with family incomes above the sub-
sistence level have a responsibility to save for their old age. In a democratic
society, the level of national savings is likely to be greater, and the freedom
of the individual more secure, if most of the public do not look to the state
for all their income retirement.

(7) It will always be essential to have a means or needs test type of state
assistance for the needy, but such a program should not be a major source of
income for more than a limited minority of the population.

(8) The residual but massive role of government is to bridge the gaps
between the spending levels of the population as a whole and the spending
levels which can be provided by the private resources of the retired population.
This is by no means a static role, since the gaps in spending power for the
retired tend to widen as the years go by and the spending level of the working
community continues to rise. Retired workers have little control over this
widening gap between their spending power and that of the community. It is
here that the state has a particular responsibility.
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(9) For most persons born in the same year, the capacity to provide
retirement spending resources through private means is limited by the earnings
levels which prevailed during their working years. Within this general limit,
it will tend to be more difficult for individuals to save any given proportion
of their income if their earnings are low. It follows that the differences in
spending levels available from private resources after retirement will tend
to be relatively greater than the differences which prevailed during the work-
ing years of those individuals. I do not believe that the state should widen
these differences in income after retirement by relating benefits to prior
earnings, as is done in the Canada Pension Plan.

(10) In an economy where the price level has risen and productivity
increased over a few decades, the level of private spending resources of the
retired population in any year may be expected to vary inversely with age.
On the average, the oldest people among the retired will tend to have the
lowest level of spending power.

(11) There is significant American data in support of this proposition.

(12) Referring to the American needs-test program, Old-Age Assistance,
Robert J. Meyers, Chief Actuary of the U.S. Social Security Administration,
wrote in 1963:

About 17 per cent of all women aged 65 and over are assistance
recipients, but the proportion moves steadily upward as age advances,
from a low of 9 per cent for women aged 65-69 to a high of 35 per
cent for women aged 85 and over. The same general trend is also
present for men, with the proportion receiving assistance rising from
4 per cent at ages 65-69 to 30 per cent at ages 85 and over.

. it is likely that in future years the ratio of assistance recipients to
the total population will have an upward trend as age advances. As
the aged use up the assets they have accumulated, the likelihood grows
that they will require supplementation of their income through assistance,
even though most of them will have income from old-age and survivors
insurance.!

(13) The Social Security Administration in the United States undertook
in 1963 a detailed nation-wide survey of the resources of the aged. Interviews
were completed with over 11,000 persons aged 62 and over. Data for persons
aged 65 and over were divided into two categories: persons 65 to 72, and
persons 73 and over. This division was used because the retirement test under
Old-Age, Survivors and Disability Insurance operates until age 73 is reached.
The following table is taken from this study.

SIZE OF MONEY INCOME BY AGE AND OASDI BENEFICIARY STATUS
FOR UNITS AGED 65 AND OVER

~ Married couples Non-married men Non-married women
OASDI OASDI OASDI beneficiaries
Median Income bene- non-bene- bene- non-bene- who have been non-bene-
and age ficiaries ficiaries ficiaries ficiaries contributors ficiaries

Retired Widow

PO Solaa il $2,900 $4,750 $1,610 $2,000 $1,455 81,285 $855
73 and over........ 2,430 1,680 1,260 860 1,120 960 720

Source: Lenore A. Epstein, “Income of the Aged in 1962: First Findings of the 1963 Survey of the
Aged”’, Social Security Bulletin, vol. 27 (March 1964), p. 17.

Robert J. Myers, “Age and Sex of Persons Receiving Both OASI Benefits and
OAA Payments”, Social Security Bulletin, Vol, 26 (October, 1963), p. 17.
21759—173
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(14) Broadly speaking, the decrease in assets with age is less marked than
the decrease in income.

. .. In general, the proportion and the median amount of [asset] holdings
decline with the age of the head of the survey unit.

There are several reasons why the value of asset holdings might be
expected to drop with the age of the unit. First, the employment and
earnings of the group aged 62-64 are higher than those of the older group.
Second, the older the person, the more likely he is to have had high
medical bills that may have reduced the value of his holdings. Further-
more, in a period of relatively high employment, each age cohort of
workers may be expected to reach retirement with a larger accumulation
of assets than the previous cohort.

The effect of retirement upon the assets of the worker would not be
expected to be immediate or dramatic. The survey shows sharp differences
in size of holdings, however, between those who had retired and those
who continued to work and, for those not working, between those
receiving OASDI benefits and those who were not.2

(15) One would expect roughly the same pattern in respect of income and
assets among the aged in Canada. The data on incomes of the aged taken from
the 1961 census and presented by the Canadian Life Insurance Officers Associa-
tion on page 33 of their brief to you supports this expectation.

(16) I conclude from this evidence that there is a strong case for having
state pensions for the aged graduated according to the pensioners’ ages.

(17) There are three further advantages for such a policy as compared with
the features of the Canada Pension Plan.

1. The coverage under such a plan, like the coverage under Old-Age
Security itself, can be nearly universal, since residence and attainment of a
specified age, rather than prior contributions, are the requirements for receiving
benefits. These could be the prerequisites for old-age pensions even if the same
method of raising revenue were used as is proposed in the Canada Pension
Plan. Because the Canada Pension Plan provides earnings—related benefits, it
cannot provide universal coverage. Many who are excluded from coverage on
administrative grounds are among the poorest in the country.

2. The distribution of the cost of pensions under a government pension
program should be as equitable as possible between successive generations.
Future generations should not, I believe, be asked to provide huge subsidies to
their predecessors unless the needs of the earlier generations cannot be met in
any other way. The Canada Pension Plan violates this criterion, and indeed it
is of the essence of the ten-year build up to full benefits that it should do so.
The contrast is striking—and I believe unjustified—between those who will be
age 70 when the program commences in 1966, and those covered persons who
will reach age 70 in the decade 1966-1975. The former will receive no
graduated benefit. The latter, if they have complied with the contribution re-
quirements, will receive graduated pension benefits for which in a typical case
they and their employer will each have paid rougly 5 or 6 per cent of the cost.
Future generations of contributors will pay the balance. The extent of the
inter-generation subsidy diminishes in relative importance after the first genera-
tion, but it can be expected to continue to be a very significant factor indefinitely
because of escalation clauses in Bill C-136.

#Assets of the Aged in 1962: Findings of the 1963 Survey of the Aged”, Social
Security Bulletin, Vol. 27 (November, 1964), p. 8.
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3. The administration of the type of benefits I have in mind is far simpler
than the administration of the Canada Pension Plan. Having painstakingly
spent a week picking my precarious way through the Bill and the explanations
of it to this Committee, I hope that I understand it. I feel unbounded admiration
for Mr. D. Thorson of the Department of Justice, whose lofty intellect expressed
in terse inedible legal prose the policy intentions behind the Bill. But do Cana-
dians need to have pensions legislation so intricate that most mortals would
not be able to understand how their benefits were arrived at? While I admire
the exquisite sense of equity that prompted some of the refinements in the Bill, I
believe the answer to the question is “no”. I realize that there are disadvantages
as well as advantages to my proposals, but believe that the advantages outweight
the disadvantages.

PART II

Comments on Selected Clauses of Bill C-136.

(18) Unlike the Old-Age Security program, the Canada Pension Plan
is an example of social insurance. It conforms directly to Sir William
Beveridge’s definition of social insurance as “the providing of cash payments
conditional upon compulsory contributions previously made by, or on behalf
of, the insured persons, irrespective of the resources of the individual at the
time of the claim.”® In contrast, the type of legislation I have advocated,
like Old-Age Security itself, is not social insurance.

There are several consequences that flow from the fact that the Canada
Pension Plan is social insurance. Since it is social and not private insurance,
the prime concern should be with adequacy of benefits rather than with the
principle of individual equity, which provides benefits in proportion to con-
tributions. Yet considerations of individual equity are also present, or there
would be no justification for setting up such elaborate administrative
machinery and keeping lifetime records of contributions credited to each
individual contributor. Deciding how much emphasis to give to each of these
two principles is always a subjective matter, and usually difficult. For example,
it is customary in social insurance programs like Old-Age, Survivors, and
Disability Insurance in the United States, and the Canada Pension Plan, to
require an internal subsidy from the single to the married contributors. Both
pay at the same rate on the same covered earnings, but survivor and orphans
benefits are available, which primarily benefit the married contributors. This
is contrary to the principle of individual equity, but is accepted very widely
because of prime concern with the principle of adequacy. But how generous
should the survivor benefits be in relation to the retirement pension for
contributors? The difficulty in answering this question is illustrated by the
different treatment accorded to widows under the Canada Pension Plan and
under the comparable American legislation.

(19) In dollar terms per individual contributor some of what I regard
as inequities in the Canada Pension Plan are small, partly because the rate
of contributions is 1.8 per cent on contributory earnings. These injustices will
become more serious as the rates of contribution under the program are in-
creased in the decades ahead. It may be argued that the rates of contribution
will not be increased significantly in, for example, the next half century. But
this seems most unrealistic, ignoring the likelihood of future amendments
which will increase the costs of the program. American experience in this
respect is instructive. While covered earnings have increased from $3,000 in

*Sir William Beveridge, Social Insurance and Allied Services, London, H.M.S.O.,
1942, p. 120, para. 302.
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1937 to $4,800, rates of contributions on employees and on employers have
been raised from 1 per cent at the start of the program to 4.625 per cent,
scheduled in the Social Security Act to take effect in 1968. While the pace
of change in contribution rates probably will be considerably different, there is
no doubt in my mind that rates ultimately will rise very substantially.

(20) The most appropriate time, I submit, to seek to minimize inequities
is at the outset, so to speak before the mold is hardened.

Clause 8-9 Employer and Employee contributions

(21) I do not see in principle any adequate justification for collecting
more from employers because a given employee earning in a year more
than the ceiling on contributions works for more than one employer. I do not
see any simple administrative answer to this problem. As one who has never
administered even a peanut stand, I hesitate to make a suggestion. I should
have thought, however, that the answer might lie in giving refunds to
employers. If refunds can be given to well over 1 million employees a year,
as is contemplated, surely refunds can be prorated to employers eligible for
them after the end of each year. Evidence prepared for you by your officials
indicates that if the Canada Pension Plan had been in effect in 1962, over-
payments by employers would have amounted to nearly $6 million.# The
amount can be expected to grow substantially. I believe that considerations of
fairness to employers should take precedence over the administrative con-
venience of not providing such refunds.

(22) Where in any months individuals are paid in excess of the ceiling
on contributory income, the appropriate rate of contribution is to be deducted
on their entire earnings until at least the full contribution for the year has been
collected. As monthly contributions increase, with a mounting ceiling on
contributory income, and later with higher contribution rates, there will be
a rising volume of complaints from employees and employers about the uneven
incidence of contributions from month to month. I see no simple answer to
this, because I accept Mr. Sheppard’s opinion of the difficulties of collecting
contributions from employees who suffer a large reduction of income in the
latter part of a year.

Clause 10. The contributory earnings lower limit for the self-employed.

(23) The contributory earnings lower limit for the self-employed is
expected to remain at a figure 20 per cent higher than the figure for employees.
This is done presumably in part on administrative grounds and in part to
allow for a return on capital which produces some of the income of many of
the self-employed. Since the whole philosophy of the program relates only
to non-investment income, the question arises: is this differential large
enough? Obviously the extent to which the net income of the self-employed
is attributable to a return on capital varies enormously from person to person.
Moreover, conflicting considerations contend here. On the one hand is the
desire to cover as many of the self-employed as possible, so they will have
the benefits of the program. This points to a low exemption. On the other
hand is the natural desire not to discriminate against the self-employed, who,
quite rightly, I think, are required to pay at double the rate for employees.
In principle, it would be feasible for a deduction to be made from the earnings
of the self-employed. This could be calculated by allowing a return of, say,
5 or 6 per cent on the capital or net worth of his business. There would, of

‘Minutes of Prcoeedings and Evidence, No. 5, December 7, 1964, Appendix 7,
pPp. 284-285.




CANADA PENSION PLAN 1541

course, be many self-employed who have no capital on which a deduction
could be computed. Frankly, I am not sure if this suggestion is administratively
feasible.

Clause 17. The contributory earnings upper limit.

(24) The choice of the contributory earnings upper limit is difficult,
and highly subjective. Broadly speaking, the higher the range of graduated
benefits desired, the higher the ceiling should be. In other words, the greater
the role one envisages for graduated benefits in comparison with flat benefits,
the higher the ceiling one is likely to favour. Because of my preference for
emphasis on flat benefits unrelated to prior contributions, I advocate an
upper limit equal to the arithmetic mean of wages and salaries to persons
in full-time employment. Such a figure, rounded to the nearest $100, would be
an appropriate base for an index of earnings, such as is used in the Canada
Pension Plan. From this viewpoint the upper limit of $4,500 in Bill C-75 was
preferable to the initial limit of $5,000.

(25) Using income tax data on salaries and wages, as described by Dr.
Willard, is one useful way of obtaining a basic data on which to construct an
earnings index.’ Another way is proposed by Robert J. Myers, a leading
American actuary quoted earlier. Writing in the context of the American
situation, he proposed in 1964 that the contributory earnings upper limit be
based on average earnings during the first quarter of the year reported to
the Social Security Administration. His proposal has the advantage that an
index constructed from such data would be based on the experience of persons
covered by the program. He proposed taking the data for the first quarter of
the year because he found that wages and salaries subject to contributions
decreased as a percentage of total wages and salaries from about 98 per cent
in the first quarter to about 65 per cent in the fourth quarter of each year.®

(26) I support the use of an index to raise the contributory earnings
upper limit. I should point out, however, that its continuing use in the Canada
Pension Plan will greatly increase the extent to which the program will give
larger dollar subsidies to those with earnings at and above the upper limit, as
compared with thoge contributors with much lower earnings.

Clause 20. The Pensions Index.

(27) Nearly everyone agrees that the real value of pensions should be
protected against inflation. It is the choice of means of doing it that is debatable.

(28) The use of a price index to adjust pensions for beneficiaries reduces,
but by no means eliminates, the pressures on political parties to grant or to
promise pension increases timed for their maximum electoral advantage. I
regard this as an advantage.

(29) On the other hand, the use of an index brings in an element of
inflexibility in adjusting benefits, since presumably all benefits are affected
proportionately by changes in a price index. It is essentially for this reason
that Robert J. Myers has advocated in the United States that changes in the
level of benefits continue to be made on an ad hoc seasonable basis by the
Congress, instead of using a price index.”

°Ibid., No. 4, December 3, 1964, p. 204.

‘Robert J. Myers, “An Illustration of a Method of Automatically Adjusting the
Maximum Earnings Base Under the Old-Age, Survivors, and Disability Insurance
System”, Washington, D.C., 1964, Table 3, p. 8.

"Robert J. Myers, “The Effect of Dynamic Economic Conditions On A Static-
Provision National Pension Scheme”, a paper presented to the 17th International
Congress of Actuaries, May, 1964, p. 11.
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(30) I am concerned that the use of a price index to protect the real value
of pensions will cause the present and future federal governments in Canada
to weaken their efforts to maintain the value of the dollar. I regret the growing
acceptance of the opinion that inflation of 1 or 2 per cent a year is acceptable
as well as inevitable. The view that such inflation makes a significant con-
tribution to minimizing unemployment is unconvincing to me. A correlation
over the past twelve years of changes in the Canadian consumer price index
with changes in the level of unemployment shows that the relation has been
negligible.

(31) I am concerned also that the use of a pension index in the Canada
Pension Plan will be interpreted widely in investment circles—with or
without justification—that the Canadian Government no longer really believes
that it can stabilize the value of the dollar. Surely the chief reason govern-
ments and corporations in this country are having to pay substantially higher
interest rates now than about 15 years ago is the belief that at least a mild
degree of inflation is to be expected in the coming years. We may reach the
point in Canada where the Canadian Government and provincial governments
may feel that it is prudent to offer bonds whose purchasing power is protected
by the use of some price index. If pensions, government means-test assistance
programs, and government bonds are put on a price index basis, this will affect
the sale of private fixed income obligations. The most likely ultimate result is
to increase the tempo of inflation.

(32) If there is to be a pensions index in the Canada Pension Plan, is a
ceiling of 2 per cent per year justified? Two arguments in defense of this
ceiling are used.

(i) Persons are protected against any drop in pensions when the value of
the dollar increases. Therefore they should be prepared to accept some reduc-
tion in real income if the Consumer Price Index increases by more than 2 per
cent in a year. If there is a sharply inflationary situation, as in 1951 when
the Index rose about nearly 11 per cent, this is likely to be caused by a
deterioration in the international situation. In such circumstances the aged, like
others, may be asked to accept some sacrifice of real income.

(ii) In any event, Parliament can always legislate if there is any hardship.
And is there any political party which is not devoted to the welfare of the
aged? Between its inception in 1952 and 1963, the Old-Age Security pension
has been raised 874 per cent, while the Consumer Price Index went up 14
per cent.

(33) In principle, I believe that the pension index should follow the
Consumer Price Index down as well as up, when it changes by more than 1
per cent. I recognize, however, that the idea of reducing a government pension
may be as untouchable as the cows in a Hindu village.

(34) If a ceiling on annual percentage increases in the Consumer Price
Index is to be used, I should prefer to see 3 per cent rather than 2 per cent.
Obviously this is a compromise proposal. This would reduce the lag of pensions
behind the Consumer Price Index if inflation in any year exceeded 2 per cent.

Clause 22(6). Penalty for failure to remit.

(35) Especially in view of the many opportunities for misunderstanding
regarding contributions to be collected, I regard as too severe the penalty of
10 per cent plus 10 per cent interest. The contrast with the 3 per cent interest
allowed on ordinary refunds under clause 39(7) seems excessive. It is the
10 per cent, I submit, which should be changed. Eight per cent would seem more
appropriate.
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Proceeds from interest and penalties.

(36) In view of the fact that the program is, quite properly, to be
charged for administrative expenses of the various government departments,
it seems reasonable that both interest and penalties collected under Bill C-136
should be credited to the Canada Pension Plan Account.

(37) I regard the 10-year transition period to full benefits as too short,
involving unjustifiably large subsidies from future generations of contributors
to those who will receive benefits in the first decade. The 20-year transtition
period originally proposed by the Quebec Government was more equitable as
between successive generations.

Clause 43(1). Basic number of contributory months.

(38) With a longer period for the basic number of contributory months,
it would have been appropriate to increase the percentage of months of
drop-out in clause 48(3). This would be helpful to contributors who wish
to retire at age 65, but who have had several years of minimal earnings. As it
now is with a 10 per cent drop-out, an increasing number of university students,
especially women, will have used up their 10 per cent before they have
reached age 24.

(39) If the 10-year period is retained, it might still be appropriate to
increase the 10 per cent in clause 48(3) to 15 per cent. This would, of course,
only benefit those who did contribute for at least a decade.

Clause 43(2). When a person shall cease to be deemed disabled.

(40) In the Disabled Persons Act of Canada, there is a clause that reads:

. .. the provincial authority will suspend payment of the allowance to any
recipient who, in the opinion of the provincial authority, unreasonably
neglects or refuses to comply with or avail himself of training, rehabilita-
tion or treatment measures or facilities provided by or available in the
province.®

Federal legislators presumably included this clause to take care of cases where
a person receiving a Disabled Persons Allowance refuses unreasonably to take
rehabilitation treatment. If there is a need for such a clause in a means test
program, I believe there is even greater need for it in a program where no
means test is involved.

(41) I do not expect that there would be many cases annually where
such a clause would need to be invoked. As with the present Disabled Persons
Allowances Program, presumably the rule would be followed that no person
would be required to accept medical treatment unless the prescribed treatment
has been demonstrated to be of such a kind that a “reasonably prudent” man
would accept it. A medical board would make a decision in such cases, and
their verdict would be subject to appeal.

(42) Section 222 of the American Social Security Act contains such a
clause as I have recommended. It is as follows:

Deductions, in such amounts and at such time or times as the Secretary
shall determine, shall be made from any payment or payments under
this title to which an individual is entitled, until the total of such
deductions equals such individual’s benefit or benefits under sections
202 and 223 for any month in which such individual, if a child who has
attained the age of eighteen and is entitled to child’s insurance benefits

$1953-54, c. 55, s. 7 (d) (xi).
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or if an individual entitled to disability insurance benefits, refuses with-
out good cause to accept rehabilitation services available to him under
a State plan approved under the Vocational Rehabilitation Act. Any
individual who is a member or adherent of any recognized church or
religious sect which teaches its members or adherents to rely solely,
in the treatment and cure of any physical or mental impairment upon
prayer or spiritual means through the application and use of the tenets
or teachings of such church or sect, and who, solely because of his
adherence to the teachings or tenets of such church, or sect, refuses
to accept rehabilitation services available to him under a State plan
approved under the Vocational Rehabilitation Act, shall, for the purposes
of the first sentence of this subsection, be deemed to have done so with
good cause.?

(43) It is highly desirable that from the outset there should be an emphasis
on the rehabilitation of disabled persons. This, of course, involves co-operation
with the provincial governments which have facilities for this work.

Clauses 54-58. Benefits other than the retirement pension.

(44) I am particularly pleased to see the Program include pensions for
the disabled and widows, benefits for orphans, and a death benefit. Because
of my preference for emphasizing need, I should have liked to see the flat por-
tion of the pension for the disabled and the eligible widows under 65 given
greater relative importance. One of the many useful functions of the Advisory
Committee, I suggest, will be to study the relation between the various types
of benefit both in the Canada Pension Plan and in other countries.

Clause 58(2). Orphan’s Benefit.

(45) I regard it as unnecessarily arbitrary to limit in effect the total
amount of orphan’s benefits so that the total benefit does not increase signifi-
cantly if the number of orphans exceeds four. I realize that the cost of
bringing up children after one already has four does not usually increase pro-
portionally. As a compromise between retaining the present limit and removing
it altogether, I suggest that the orphan’s benefit be increased proportionately
until a maximum of six is reached.

Clause 65. Return of benefit where recipient not entitled.

(46) Where a person receives benefits to which he is not entitled, as a
result of innocent or wilful misrepresentation, I believe that the Government
should be able to recover amounts overpaid, subject perhaps to some overall
time limit such as 10 years. In other cases, however, I suggest that the right
of recovery should be limited in two respects. First, the Government should
not attempt to recover from the estate of the deceased. Second, the Govern-
ment should collect from beneficiaries by deductions from future monthly
benefits, subject to some limit as to the maximum amount to be recovered in
any one month. The Government could use some discretion in collecting
amounts less than the maximum in appropriate circumstances.

Clauses 68 & 69. The earnings test.

(47) An earnings test is a logical part of a social insurance pension system.
The person who continues in full-time employment in most cases will be earn-
ing more than the limit in the earnings test. This limit is directly related to
the contributory earnings upper limit, being as you know $1,500 when the

°Social Security Act as amended, Title II, s. 222 (b) (1).
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upper earnings limit is $5,000. The purpose in having the earnings test is
to provide compensation for loss of earnings below a specified ceiling. No loss:
no compensation.

(48) But is this a fully convincing answer to the question: should we
have an earnings test, and if so in what form? The earnings test in the Ameri-
can Old-Age Survivors and Disability Insurance Program has been, I believe,
the most controversial and least popular feature of that widely popular pro-
gram. This test, popularly referred to as a retirement test, has been defended
by organized labour in the United States in the belief that the payment of
benefits without such a test might depress wages. This could happen because
beneficiaries might be willing to work for less than typical wages if they also
had their retirement pensions. The test also has been defended by representa-
tives of business organizations, who are concerned about the added cost to the
program if the test were abolished. The Chief Actuary of the Social Security
Administration, Robert J. Myers, has supported the test. So have wvarious
Congressional committees. Most recently it has been defended by the Advisory
Council on the Social Security Act, whose report was published at the beginning
of 1965.

(49) Opposition to the test has not been widely organized, but has come from
many members of the public who feel that the test does discourage many
people from working during the ages 62 to 72 to which the test applies. It is this
public pressure that has led to successive amendments to make the test less
severe. That the test does discourage some people from working has been
acknowledged by Mr. Myers, and by the recent Advisory Council.l® Members
of this Committee may be interested in views of the latter group of persons,
who were selected to represent employees, employers and the public.

If benefits were paid without a test of retirement, the cost of the program
would be substantially increased and the combined additional contribu-
tions which would have to be paid by employers and employees to support
the provision would amount to nearly 1 per cent of covered earnings.
In 1964 about $2 billion in additional benefits would have been paid,
and most of this money would have gone to those who are working
full-time and generally earning as much as they ever did. The great
majority of the older people who are eligible for benefits—those who are
unable to work, those who can do some work but cannot earn more than
$1,200 a year, and those who are aged 72 and over and therefore no
longer subject to a test—would not be helped by the elimination of the
teskrss

... The Council recognizes that the present test does discourage some
people who are retired from their regular jobs from earning as much
as they could, or would like to, in part-time or irregular employment.
Because only $1 in benefits is withdrawn for each $2 of earnings be-
tween $1,200 and $1,700, additional earnings always mean more total
income from benefits and earnings up to that point, but above $1,700, a
person loses $1 in tax-exempt benefits for each $1 of taxable earnings . . .

If the limit on the span of earnings to which the $1 for $2 adjustment
applies were raised, people would not be faced with a deterrent to earn-
ings somewhat more than $1,700 a year, and there would be relatively
little increase in the cost of the program.

“Robert J. Myers, “Earnings Test Under Old-Age, Survivors and Disability
Insurance: Basis, Background, and Experience”, Social Security Bulletin, Vol. 27
(May, 1964), p. 4.
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On balance, while the Council does not recommend any change in the
retirement test, it believes that if nevertheless a change were to be
made it would be best to go a limited way in the direction of extending
the $1 for $2 band.}!

(50) At least four conflicting factors are involved in trying to decide upon
the proper role, if any, for an earnings test.

(51) One is the principle of adequacy of benefits. This tends to support in
principle the concept of an earnings test, although it is debatable how far
earnings should be permitted without a proportionate or lesser reduction of
benefits. The above quotation from the Advisory Council illustrates this point,
even though the principle of adequacy is not specifically referred to.

(52) The second is the principle of individual equity. This is the principle
invoked, for example, in allowing people to have their Old Age Security pension
on an actuarially reduced basis as early as age 65. On this principle it can
be argued that if a person works after age 65, the program should neither
subsidize nor penalize him in so doing. This might be thought of as a position of
neutrality. On this principle any person working after age 64 could be required
to contribute if he earned more than the contributory earnings lower limit. In
such circumstances his employer also could be expected to contribute. Then on
retirement the individual would expect to receive larger benefits, both because
he and his employer had contributed longer and because he would not be
getting his retirement benefits for so long a period.

(53) The Canada Pension Plan offends against this criterion. Undoubtedly
the drop-out provisions in section 48 for persons working after age 65 and
the use of the earnings index will benefit thousands of people. But—and your
actuaries can give you data on this—in the decades ahead for many these gains
in pensions will not compensate for the gains to the program largely due to
refusal to allow for the shorter period in which benefits will be payable.

(54) Put the issues are even more complex. Taking the entire contributions
made by employees and employers into consideration, and considering also
the value of the expected benefits, the vast majority of individuals covered by
the program in this century will have paid for only a small fraction of the
benefits to which they and their dependents will be entitled. This is also true
in the United States, as the following statement in 1964 by Mr. Myers indicates.

A worker with the maximum covered earnings for the 27 years 1937-63
has actually contributed only $1,758. Since for a retired worker without
dependents this amount represents at most only one year’s benefits, it
is obvious that no one has yet “bought and paid for” his own benefits.
Actuarial calculations indicate that the proportion of benefits paid for
by a worker’s contributions is now generally less than 10 per cent (and
is less than 1 per cent for many beneficiaries now on the rolls). Later
on, of course, the worker’s contributions will pay for a large part of his
own benefit.**

(55) Is it then reasonable to single out the years when a contributor is
aged 65 to 69, and to apply the principle of individual equity only to them,
when we do not base the benefits for other years primarily on this principle?

(56) I digress for a moment to point out that Mr. Myers’ quotation attacks
an extremely common illusion among the beneficiaries of the program in the

1Advisory Council on Social Security, The Status of the Social Security Program
and Recommendations for Its Improvement, Washington, G.P.O., 1965, pp. 72-73.
¥Loc. cit.
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United States. This is the belief that they and their employers have essentially
paid for their benefits by their own contributions. This opinion is shared com-
monly among contributors looking forward to retirement. The same illusions
will become endemic in Canada, unless extraordinary efforts are made to inform
the public of the relations between their contributions and their benefits under
the program.

(57) A third consideration in looking at the earnings test is what economists
call the opportunity cost of abolishing the test. To abolish the test would require
a higher rate of premiums in the long run. Would it be better to raise the
rate of contributions or to use that money for other purposes?

(58) The fourth factor raises the social and economic question: should
the state encourage or discourage people from working after age 64? Or should
the state be neutral, not consciously seeking to influence persons as they try to
make up their minds? On the one hand is the natural impatience of many of
the young and the middle-aged to advance into positions which they often
regard as being held by the mentally obsolete. This opinion is often coupled
with fears, frequently exaggerated, of massive unemployment caused by auto-
mation. These fears lend force to the idea of applying a little social pressure
in the Canada Pension Plan to encourage early retirement.

(59) On the other hand, it is clear that the proportion of the population
in reasonably good health and capable of working a few years after age 65
has increased considerably in this century. Is it sensible to discourage such
people from contributing to the production of goods and services if they are
willing and able to do so?

(60) I find it hard to balance these conflicting factors. I do not believe that
the best way to solve part of the unemployment problem is to use the Canada
Pension Plan to encourage people to retire at age 65. Again as a compromise I
recommend raising the $1 for $2 band of income from an initial maximum
figure of $1,500 to $2,000.

Clause 84. Constitution of Review Committees

(61) I commend the proposals for review committees, and hope they will be
effective. This should be an inexpensive method of dealing with the bulk of
appeals under the program.

Clause 85. Constitution of Pension Appeals Board

(62) The Legal Adviser to the Department of National Health and Welfare,
Mr. Robert Curran, has suggested that there may be over 900 appeals a year
to this Board once disability benefits become payable.!®> The great majority
of these appeals will be in connection with disability benefits. Is there a risk
that justice will be tardy, since all the members of the Board are judges, each
of whom may be hard pressed with other types of cases? Presumably this
problem could be met by appointment of more judges.

Clause 107. Communication of privileged information.

(63) I fully accept the idea that contributors and beneficiaries are entitled
to assume that confidentiality of records will be maintained scrupulously. How-
ever, I am concerned that this clause may go too far in this direction.

(64) The Canada Pension Plan will become one of the most important
government programs in Canada. As such it will be a subject of great interest
to social scientists in various universities, as well as to other people. Some, like

“Minutes of Proceedings and Evidence, No. 7, December 9, 1964, p. 351.
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myself, will want to make studies of the effects of the legislation. For example,
it will be interesting to see, as reliable data become available for the first
time, how the average age of retirement changes for men and women, and to
attempt to find out the extent to which the program has influenced people in
this regard. I should like it to be possible for the Department of National
Health and Welfare, if the Minister consents, to provide information about
contributors and beneficiaries, as long as it did not divulge the names or permit
identification of persons to take place.

Clause 110(4). Limitation on payment from the Consolidated Revenue Fund.

(65) The effect of this sub-clause is to require that the program be finan-
cially self-supporting without any contribution from the Consolidated Revenue
Fund. I regard this as highly important. In the report of this Committee, I
hope that there will be a firm recommendation of all parties that the program
should be maintained as self-supporting. Such a view has been emphasized
many times in the past 15 years by the American Congress in regard to
their Old-Age, Survivors and Disability Insurance Program.4

(66) Obviously the Canada Pension Plan will be self-supporting for at
least 20 years. The critical test of whether or not it can be kept fully self-
supporting will not likely come until after that time. I do not think it suffi-
cient to say: “Well, future generations can take care of that.”

(67) Why, you may ask, does it matter whether the program is self-
sufficient or not? Why not look to the Consolidated Revenue Fund to make
up any temporary deficiencies that may occur? After all, the Federal Govern-
ment does not expect the family allowances program to be self-supporting.

(68) There are a few points commonly made in trying to answer these
questions. The first is a positive point. Dean Douglas Brown of Princeton Uni-
versity, a leading American authority on the American Social Security Act,
emphasized the psychological advantages of having Old-Age, Survivors and
Disability Insurance financed by direct contributions from employers and
employees.

. . the first incidence of any contribution to government or to any
other recipient—church, family, or trade union—is of great psychological
importance. Out of such incidence political influence arises, loyalty and
responsibility are encouraged, and personal satisfaction and dignity are
gained.1®

(69) An American Democratic Congressman, Aime J. Forand of Rhode
Island, who frequently speaks on social welfare legislation for the American
Federation of Labor and Congress of Industrial Organization, commented to
me:

I am opposed to contributions [for the Program] from general revenues.
This should be a self-supporting system. If we start to dig into the general
fund then it amounts to a charity rather than a fund in which the indi-
vidual has invested and from which he has a right to collect. Also, once
you start on contributions from general revenue they can’t be stopped.
Many people would consider it just a dole if it came directly from the
Treasury.'®

“Advisory Council on Social Security, 1965, op. cit., p. 105.

. Douglas Brown, “The American Philosophy of Social Insurance”, The Social
Service Review, Vol. 30 (March, 1956), p. 6.

*Robert M. Clark, Economic Security for the Aged in the United States and
Canada, Ottawa, Queen’s Printer, 1960, Vol. I, para. 628, p. 153. Hereafter Clark
Report.
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(70) Organized labour as well as business organizations in the United
States have supported the idea that the Old-Age, Survivors and Disability
Insurance should be self-supporting.l?

(71) Unless the costs of the Canada Pension Plan to individual families
are known to the public as a whole, many people are likely to demand more
in pensions than they are prepared to pay for. This is all the more likely in the
first few decades of the new program, since individual contributors, generally
speaking, and their employers will only be paying for a very small fraction of
the benefits they get.

(72) But, you may ask, how can Parliament express its intention—if
it wants to—that the Canada Pension Plan be self-supporting? As Mr. Myers
recently wrote

... the intent that the system be self-supporting can be expressed in law
by utilizing a contribution schedule that, according to the intermediate
cost estimate, results in the system being in balance or substantially
close thereto.!®

From its inception, the American Social Security Act has included provisions
for specific future increases in contribution rates. I should add that the Congress
has often subsequently postponed or modified earlier provisions for raising
rates.l® Since 1950, however, this has always been done within the restriction
imposed by having a self-sufficient program.

(73) It is, I believe, both feasible and desirable for the Federal Govern-
ment to consult with the provinces and, with their agreement to provide
for necessary future increases in contribution rates to be inserted in the act a
few years before they are scheduled to take effect.

Clause 116. Position of the Chief Actuary.

(74) The key role of the Chief Actuary in the American Old-Age, Survi-
vors and Disability Insurance Program is well known to those familiar with the
development of that act. For well over 20 years, Robert J. Myers has been the
Chief Actuary, and has advised all Congressional committees dealing with this
legislation. His influence has been far greater than one might expect from his
position. I expect that Mr. E. E. Clarke will give no less distinguished service
to future parliamentary committees on the Canada Pension Plan.

(75) Because actuarial studies are a highly complex and specialized field,
members of this and future parliamentary committees will have to rely heavily
on the advice of the Chief Actuary. In these circumstances it is essential to
safeguard the position and prestige of the Chief Actuary.

(76) Not only should the Department of Insurance be made responsible for
all professional actuarial work within the Government, as the Glassco Com-
mission recommended?’, but also the Chief Actuary, I believe, like the Auditor
General, should be responsible directly to Parliament, and not to the Minister
of Finance.

Ibid., para. 629-630, pp. 154-155.

®Advisory Council on Social Security 1965, op. cit., p. 97.

*Clark Report, op. cit., Table 18, pp. 118-119.

®Canada, The Royal Commission on Government Organization, Ottawa, Queen’s
Printer, 1963, Vol. 3, p. 297.
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Clause 116 (1) & (2). Length of period for long-range forecasts.

(77) Because the full impact on costs of benefit increases is not usually
felt for a few decades, it is necessary that forecasts by the Chief Actuary should
extend beyond 20 or 30 years. Members of this Committee will be interested in
the recommendation in the 1965 Report of the Advisory Council on Social
Security in the United States that long-range costs should be projected by the
Chief Actuary for 75 years.2! The Council realized, of course, that there would
be many changes in the Old-Age, Survivors and Disability Insurance Program
in such a long span of years. But the Council members believed that members
of the Congress needed forecasts for such a lengthy period in order to appreciate
the likely consequences of various changes. The Council added the following
comment.

...However, decisions about putting future rate increases into effect,
once the rates actually being charged are high enough to cover the long-
range cost of the program as shown by a reasonable minimum estimate,
should be guided largely by estimates of program costs over a 15- or
20-year period.2?

Clause 117. Canada Pension Plan Advisory Committee.

(78) The work of successive Advisory Councils under the American Social
Security Act, and of the corresponding British National Insurance Advisory
Committee under the National Insurance Act, has been most impressive. Indi-
viduals closely familiar with the work of these organizations agree that they
have been responsible for proposing some of the most significant improvements
in the acts which they have studied.

(79) Why has this happened? In both countries the government has
appointed very competent individuals who were interested keenly in the
program. Moreover, from the outset successive governments in both countries
consistently have appointed a few persons known to be supporters of a political
party opposed to the government of the day. The results have been that the
reports of these committees have commanded a much wider range of support
than if they had been produced by comparable committees of friends of the
government. Another important factor has been the willing and active co-
operation of the respective government departments on whom the committees
have been dependent for information.

(80) I trust that I shall not be regarded as preaching for a call if I remark
that the experience of these two countries suggests a valuable precedent for
Canada.

(81) One further comment about the Canada Pension Plan Advisory Com-
mittee. I take it for granted that the Government will want to consult fairly
widely before making appointments. It is, I believe, highly important that each
member of the Committee should feel that he is there as an individual speaking
for himself. He should not feel obliged, for example, to regard himself as the
committed spokesman for the Canadian Federation of Agriculture because he
is an executive of that organization.

Impact of the Canada Pension Plan on Different Industries in Canada

(82) I regret that I have not had the time to make an economic analysis of
the impact of the Canada Pension Plan. I am favourably impressed with much

#Advisory Council on Social Security, 1965, op. cit., pp. 16-17.
2Ibid., p. 21.
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of the work contained in the document “Economic Implications of the Canada
Pension Plan”, proposed by the Department of Finance. It should be added, how-
ever, that by giving as much emphasis as was done to the first 20 years, the
greater long-run effects of the legislation were somewhat muted. To the very
limited extent that I am qualified to judge the Chief Actuary’s assumptions
in his report, I think highly of this study.

(83) There is, however, one economic aspect that I should like to consider
briefly. This is the fact that the Canada Pension Plan will have a substantially
greater relative impact on direct labour costs in some industries than in others.
This is what you would expect. I do not want to make too much of the point,
and I am not elaborating on it as a criticism of Bill C-136.

(84) How should we measure the different impact of the Canada Pension
Plan on various industries? One valuable approach would be to take contributory
earnings as a per cent of value added. Unfortunately, as far as I know, we do
not have such data for various industries. As a second best, it is necessary to
take total salaries and wages. This leaves much to be desired, since contributory
wages and salaries as a percentage of total wages and salaries will be consider-
ably higher in some industries than in others. A further difficulty is that except
for manufacturing and mining I do not have statistics for value added. For
retailers, wholesalers and the service industries the available data refer to total
sales. All the data were published by the Dominion Bureau of Statistics, and are
included at the end of this brief.

(85) The first of the following two charts shows labour costs as a percentage
of total sales in forestry, service industries, manufacturing, retail, and wholesale
trade. These figures refer to 1961 except in the case of wholesalers, where the
latest data refer to 1958. The figures in the chart represent a weighted average
for each group of industries.

(86) The very wide differences within these industrial groups stand out
clearly. One qualification needs to be kept in mind. I understand that the payroll
figures exclude remuneration for the self-employed. This serves to underestimate
labour costs, especially for small businesses. The importance of this is relatively
great in retailing and some service industries.

(87) The variations of labour costs as a percentage of payroll in service
industries, manufacturing, retailing, and wholesaling is illustrated in the second
chart. The very wide range within the service and manufacturing groups is
evident. In the former, for example, the range of payroll as a per cent of total
receipts in 1961 was from 11.8 per cent for film exchanges to 62.6 per cent for
advertising agencies. Similarly for manufacturing the range was from a low of
6.8 per cent in butter and cheese plants and 7 per cent in petroleum and coal
products, to a high of 46.7 per cent for manufacturers of railway rolling stock.

(88) It is also true that considerable variation is to be expected in ratios
for the same industrial groups in different provinces. An extreme example of
this occurs in the mining industry. At the bottom of the first page of tables at
the end of the brief is a comparison for 1961 by provinces of labour costs as
a percentage of net value added in processing for this industrial group. The
average ratio for all of Canada was 28.5 per cent. The range was from a low
of 1.5 per cent in Prince Edward Island to a maximum of 60 per cent in Nova
Scotia and 61 per cent in New Brunswick. This extreme variation is, of course,
largely explained by the fact that labour costs as a per cent of net value added
in processing are low in petroleum and natural gas, and high in coal mining and
some forms of metal mining. As you know, the relative importance of different
mining industries varies greatly from province to province.

21759—8
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Deduction of Contributions from Taxable Income
Under the Income Tax Act of Contributions
Under the Canada Pension Plan.

(89) The question has been raised in your Committee: should the $1,500
ceiling on deductions of contributions to pension plans from taxable income
include or exclude contributions under the Canada Pension Plan? My opinion
is that the $1,500 limit is unduly low, having in mind the salaries commonly
paid to top executives in business and government today. I do not think that
contributions to the Canada Pension Plan should be included. Surely the effect
of including such contributions would be to curtail contributions on behalf of
some persons. In view of the valuable role in society of savings through pension
plans, such curtailment is, I believe, unwarranted.

PART III.

The Relation of the Canada Pension Plan to Old-Age Assistance and to Old-Age
Security.

(90) Two short points. It is to be expected that a majority of persons aged
65 to 69 who are not working will take their Old-Age Security at an actuarially
reduced rate at age 65 when this becomes possible. If they do, the provinces
and the Federal Government will save money on Old-Age Assistance. This fact
reinforces the case, desirable on other grounds, for having Old-Age Assistance
payable beyond age 69 to those who qualify for it.

(91) The entirely separate financing of Old Age Security and the Canada
Pension Plan makes it far more difficult for the public and legislators alike to
know the combined cost of both programs in terms meaningful to the individual
family. I strongly recommend:

1. That the Chief Actuary in making studies for Parliament on the Canada
Pension Plan under section 116 be required to show the combined cost of Old-
Age Security and the Canada Pension Plan, expressed in terms of a common
denominator, such as contributory earnings.

2. He should also be required to provide Parliament with such estimates
not only when the Canada Pension Plan is being amended, but also when the
0Old Age Security Act is being amended significantly.
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LABOUR COSTS AS A PERCENTAGE OF NET VALUE ADDED BY PROCESSING
IN CANADIAN MINING INDUSTRIES FOR 1961

Number Payroll as
of Paid Total a Per cent
Employees Payroll Net value  of net value
last week for the added by added by
Kind of business November year processing processing
(millions of dollars)
Metal Mining
1T T T A S RIS R - Ce O R 13,697 74.7 109.3 68.3
2 T T I SR N - (R A 15,876 65.5 107 61.2
Copper-gold-silver..............cceeevuinen 10,901 51.4 84.0 61.2
A R PR, SR T s 8,049 47.1 124.6 37.8
BlverdeadsBIng sl 1 .o s 5s s b 4,352 22.1 61.4 35.9
Miscellaneous metal....................... 5,919 34.3 171 20.1
Total Metal Mining. ..., ...L v, doiiae 59,597 298.8 662.6 45.0
Non-Metal Mining
2§ AR L 5 PR S RISt 11,282 51.2 151.7 33.7
S R e R R TS S A i D 6,875 35.0 112.0 31.3
Fuels
R e v o s s et ek Bigiw e, ooy 10,461 35.6 58.1 61.3
Natural gas processing................coouu.. 744 4.5 36.6 12.2
Potroloums, INREEIE. . ... o5 ssssiasiaesis 4,157 23.6 547.0 4.3
A Ohal TRl e o e R L T Ut 15,362 63.7 641.8 9.9
Structural Materials
BIONGL: 5  a e  RG he s aT 3,395 12.6 37.1 33.9
o U TR SO e G A 2,513 9.9 35.7 0.7
g g UV N R TR S 5,908 22.5 72.8 30.9
TOTAL MINING INDUSTRIES........... 92,149 436.2 1,529.0 28.5
Manufacturing Group
2 L R RSO S e 1 e ey 3,526 13.4 24.1 55.4
S i e s o) ale e BN L B o 8 e 825 3.6 9 39.8
(T e R R 7 5 G £ Ry 3,038 16.1 76.4 21.0
Smelting and Refining..............ccoovnnn 29,290 155.9 521.0 16.5
TOLEUMIG: ZIOUD . ... oy 5155 50 ekl wagbiacs 36,679 189.0 630.6 29.9

LABOUR COSTS AS A PERCENTAGE OF NET VALUE ADDED BY PROCESSING
IN CANADIAN MINING INDUSTRIES IN 1961

By Provinces Excluding the Manufacturing Group

(millions of dollars)

New Brunswick 1,460 4.7 .7 61.2
8,322 27.2 45.5 60.0

3,306 16.9 34.0 49.5

719 4.2 9.1 46.6

22,795 104.3 232 45.0

35,125 172.9 414.0 41.7

Newfoundland.......... 4,293 21 53.7 39.0
Northwest Territories. . S 975 5.7 14.8 38.4
BatRCounbin . . 1 e S M e e v e 6,560 32.7 95.5 34.2
Saskatchewan........ 3,667 20.3 162.2 12.5
CRDRETE R S 4,085 26.0 460.2 5.6
Prince Edward Island 2 - 124.6 1.5
EADTRIIR 20 rp i o e C R T A L 92,149 436.2 1,529 28.5

Source: Catalogue No. 26-204, Principal Statistics of the Minera;.l Industry—1961. Dominion Bureau
of Statistics.



1556 JOINT COMMITTEE

PAYROLL AS A PERCENTAGE OF TOTAL RECEIPTS IN

SELECTED SERVICE INDUSTRIES (1961)

Payroll as a
Number Total Receipts Per cent of
of Paid Payroll for for the Total
Kind of Business Employees* the Year Year Receipts
(millions of dollars)

Business Service Groud. ... i ..oiesuvarsosssnss 31,124 118.6 272.6 43.5
Advertising Agencies. ...............couu... 4 280 29.3 46.8 62.6
Other Business services, n.€.C............... 7,258 27.3 65.0 42.1
Chartered & Certified Accountants........ 7,942 28.2 73.6 38.3
Other Advertising services................. 2,285 9.2 27.0 34.2

Pereonal Service Group.. . .c.. .oooiscnsen vusivss 57,790 140.8 407 34.6
Laundries, Power, with Cleaning........... 6,293 15.6 27.6 56.3
Dry Cleaning & Dyeing Plants with

R R (S Lt S e I L] s Rt ad e ks 8,504 22.5 43.5 51.7
Linen Supply Service with Power Laundry . 3,003 9.2 21.5 43.1
Dry Cleaning & Dyeing Plants without

T C e M SRRSO 0 L TR A i P 6,723 17.8 42.0 42.4
Ll S S R B R LI e e 13,736 28.8 86.1 33.4
LT U e e S SV P Ot e 4,931 13.4 52.7 25.4
Shoe Repair Shops..........o.iivirenenennn 1,516 3.1 23.2 13.4

Miscellaneous Service Group. ..............ooovu.n 19,614 65.0 204.1 32
Mise. Services to Dwellings & Buildings.... 6,539 14.0 25.7 54.6
Other Misc. Services..........covveenernens 7,876 34.8 120.3 28.9
Auto & Truck Rentals..................... 1,656 6.1 40.1 15.2

Repair Service Group..........cucvovvesusneses 4,852 17.7 64.7 27.4
Armature Rewinding & Electric Motor

IREENIE B0 . L os e g stn e hete ol o s 1,086 4.3 12.1 35.8
Miscellaneous Repair Shops................ 2,964 10.9 40 27.4
Blacksmith & General Repair Shops....... 482 1.4 7.6 18.5

FOTAL, ALL-LOCATIONR . fetcvwion e b 308,465 770.1 2,908 25.8

Photography Group........ovoiisdonsenssensds 3,287 10.8 47.4 23
Developing, Printing & Enlarging " 1,319 4.6 21.2 21.6
Portrait Photographers. .- b, st coe sy ews 1,357 3.4 18.4 18.6
* In the last week of November, 1961.

PAYROLL AS A PERCENTAGE OF TOTAL RECEIPTS IN
SELECTED SERVICE INDUSTRIES (1961)
Payroll as a
Number Total Receipts Per cent of
of Paid Payroll for for the Total
Kind of Business Employees* the Year Year Receipts
(millions of dollars)

Amusement and Recreation Group............... 26,813 55.4 253.3 22
L e TR O AR e g R ¢ 6,138 8.3 33.2 25.0
Repulnn T ROARPERIS o ity Vit vie sy 9,479 15.6 74.2 21.1
Race Track Operation..................... 1,156 4.3 24.2 17.8
FSim Exchanges: Sof o boc ) e Sl m L 819 4.1 35 11.8

Hotel, Tourist Camp & Restaurant Group. .. .... 161,245 347.9 1,660.8 20.9
Eating Places with Alcoholic Bev.......... 9,679 22.1 77.7 28.5
ateroys N R S SRR A 9,144 18.9 70.1 27.0
Full Year Hotels, non-licensed. ............ 2,939 5.6 21.5 26.1
Full Year Hotels, Licensed. ............... 52,890 130.3 519.9 25.1
Cocktail Lounges, Bars & Nightclubs....., 2,090 5.1 23.0 22.5
Bating Phiaea 5o smei s L i Sy 51,865 94.0 505.5 18.6
Taverns, Beverage Rooms, Public Houses.. 7,142 16.1 96.2 16.7
i G0 | g e e i Ly T il Ak e 3,885 8.5 54.9 15.5
Eating Places with other Merchandise. . ... 16,307 28 190.1 14.7

Source: Canada, Dominion Bureau of Statistics, Census 1961, Labour Series 3.2, Table 28.




SALARIES AND WAGES AS A PERCENTAGE OF VALUE ADDED BY MANUFACTURE, AND SELLING VALUE OF FACTORY
SHIPMENTS, CANADIAN MANUFACTURING INDUSTRIES, 1961

No.

Employees

Value Added
by Manufactur

Salaries and Wages as Per Cent of

Selling Value
of Factory
Shipments

awmill
Veneer & Plywood Mills
Sash & Door & Planing Mills

Transportatwn Equipment
Aireraft anfrs..

Motor Vehicle Manfs
Motor Vehicle Parts & Accessories
Railroad Rolling Stock
Shipbuilding & Pepair

Furniture & Fiztures

stcella.neous Machinery & Equipment

Electrical Products
Mirs. of Major Appliances
Communications IEquipment.. ..
Mirs. of Elec. Indust. Equip

Metal Fabricating (except Machinery & Trans. Equipment)
Fabricated Struct. Metals
Metal Stamping, Pressing & Coating
Wire and Wire Products

Printing, Publishing & Allied
Miscellaneous Mfg.

$°000

60,042
41,134
11,109
16,175
31,413

107,709
28

72,779
46,289

$'000

431
218
60
94
140
829
192
277
161
79
87
185
330
60
209
617

163
129

739

96
168

92
101
591
309

%

37.0
28.3

22.7
25.8

26.2
37.6
29.9

NV1d NOISNAId VAVNVO
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SALARIES AND WAGES AS A PERCENTAGE OF VALUE ADDED BY MANUFACTURE, AND SELLING VALUE OF FACTORY
SHIPMENTS, CANADIAN MANUFACTURING INDUSTRIES, 1961 (Concluded)

Salaries and Wages as Per Cent of

Selling Value Value Selling Value
No. Salaries Value Added of Factory Added by of Factory
Industry Employees and Wages by Manufactur  Shipments  Manufacturers Shipments
$°000 $'000 $°000 $°000 % %
i T e e S e i R L e SR S S S R i e St 62.544 212 393 875 54.1 24.3
COUOH-Yarl'&® Cloth Milla . o it S o i i e e st 17,384 56 96 237 58.0 23.6
Bypthatle PextletMIlla - v e S LN R e 15,849 59 123 249 48.0 23.9
0 g T T T R R S e R C SR PR AR S 13,542 30 59 170 51.2 17.9
ALL MANUFACTURING INDUSTRIES. ......cccccvuvvunn. 1,264,946 5,231 10, 682 24,243 49.0 21.6
R S S e N S RS R v 18,860 82 171 331 47.8 24.8
NonsMetallis Mneral-Proucts: =" . 5 i iiii iv evninne s smmais 40,128 174 381 675 45.6 25.6
Poaper Al b Bob i s e e e s 94,862 471 1,071 2,206 44.0 21.4
i BT T ) S G S i e e s e 65,799 335 842 1,634 39.8 20.5
PaperBox & Bag MalrE: . s i s e e s o 17,436 68 127 343 53.0 19.6
Primary Melal 5 o it P e R i e e e e s 87,238 458 1,130 2,806 40.5 16.3
Ion & Bl MIla s i e o s e R 65,799 335 842 789 46.9 24.5
(355 R A T T e S Sy e SN G G W e 29,290 156 530 1,471 29.4 10.6
Ay B ROl ORI v s T s ve e s e an aale s on 5,893 28 39 110 83.7 25.8
L s Yy RNl ke e gy Sa St D o il A P g D 188,855 688 1,705 4,905 40.4 14.0
Slaughtering & Meat Packing. ...........cccivirviinenneennsns 25,075 113 183 1,081 61.8 10.4
BUtior. & Chooe PINDLE oot s vania roeso vk e s wil s sieon ss s 7,493 22 44 324 49.6 6.8
ERALSRIIRNE PIOB 15: < 3 o i e e e e S TS T 21,678 84 136 412 61.9 20.5
Fruit & Vegetable Canners.........covvivviineericinninnnnses 16,467 49 131 328 37.7 15.0
e R e R ey e g o A 35,637 116 194 370 59.6 31.3
Misosllaneons Food Mlrsi s iie i et sie veswes vnsse velainas 1,922 43 152 408 28.3 10.6
Chemical & Chemical ProdUcts.: v i coiiivebsivnaneoviossssassvess 52,167 254 761 1,434 33.4 17.7
AT e T e e o R SR e ety RS R R SR 9,442 39 129 335 30.4 11.7
Polrolewnt & Coal Profucts. <o 5v i vavesssoavas v srves 14,053 85 291 1,220 29.4 7.0

: Dominion Bureau of Statistics: Manufacturing Industries of Canada (Section A—Summry for Canada) 1961. Catalogue No. 31-203 (Queen’s Printer,
Ottawa). May 1964,

8¢CT
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CANADA PENSION PLAN

PAYROLL AS A PERCENTAGE OF TOTAL RECEIPTS IN
SELECTED RETAIL TRADES—1961

1559

Payroll as a

Number Receipts Per cent of
of Paid Payroll for for the Total
Kind of Business Employees* the Year Year Receipts
(millions of dollars)
General Merchandise Group..........ooovuuvuvns 169,877 382.7 2,716.7 14.1
Department, Stores Mail Order Houses
operated by Dept. Store firms & other
non-dept stores operated by Dept. store
15 T I SRR K R i 112,912 268.7 1,551 17.3
Variety Stores e 30,796 57.8 373.9 15.8
Gan. Mdns: Blopes, .. i c L odel]s oo siinevsie s 9,241 21.6 184.9 11.7
General Stores (More than §food).......... 16,928 34.7 607.4 5.7
Hardware & Home Furnishings Group........... 42,986 137.3 1,115.9 12.3
Floor coverings, curtains, upholstery and
interior decoration stores............... 2,839 9.4 62.5 15.0
Television, radio, piano & Music stores..... A 4.2 28.5 14.9
TV & Radio Repair shops................. 1,497 4.2 29.1 14.6
Household Appliance Stores.......... 2S¢ 6,164 20.9 145.7 14.3
Paint, Glass & Wallpaper Stores 4 1,344 4.0 33.6 12.0
Furnifure stores) .. .b.. ity iaeissee 7,605 27.0 231.0 11.7
TV sales & Service 1,295 3.5 31.4 12.2
Hardware Btores. . (1. 0. i tiasseioss shaias 11,649 33.0 295.2 11.2
Furniture, TV, radio & appliance stores. . .. 5,747 20.2 184.3 10.9
Apparel & Accessories Group. .......covvvennns 57,197 137.4 1,166.4 11.7
Furriers & Fur stores.............. " 2,732 %5 49.6 15.2
Childrens & Infants wear stores.... 2,051 3.5 41.9 15.2
Women's Ready-to-wear........... e 16,346 37.2 295.5 12.6
Family shoe stores. ................... e 8,346 20.7 170.2 12.2
Famllz clothing & furnishing stores........ 13,027 28.6 250.9 11.4
Mens & Boys clothing.................. o2 7,823 24 222.8 10.8
Piece g0ods SLOTeB. . .....coxvsivmesncssas i3 2,143 4.5 45.0 9.9
TOTAL—ALL STORES.....ccc0veniennrnns .. 587,378 1,555 16,072.9 9.7

* Last week of November, 1961.
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JOINT COMMITTEE

PAYROLL AS A PERCENTAGE OF TOTAL RECEIPTS IN

SELECTED RETAIL TRADES—1961 (Concluded)

Payroll as a
Number Receipts Per cent of
i of Paid Payroll for for the Total
Kind of Business Employees* the Year Year Receipts
(millions of dollars)

SR idansatine GrouD 055 5 doavess ik 8o srsnnin 129,593 441.6 4,602.4 9.6
Paint & Body 8hopR. i.. « 5 scaishs siehiowssisste 4,304 15.3 62.1 24.7
Other specialty repair shops................ 2,767 10 45.9 21.7
CRBnnMN k- BTy TR s 13,180 41.3 261 15.8
Accessories, tire & battery shops........... 8,195 28.5 223.0 12.8
Automobile dealers, with wholesale car

e Y IR RIS WO S 16, 555 70.4 777.0 9.1
Automobile dealers....... . cons s onies 40,093 154.2 Ladtl.d 9.0
BeryiCo BEALIONS . .». oyt vsnesanminlonlbnlons 37,396 98.3 1,231.1 30
Automobile dealers, with farm implements. 2,337 7.9 104.7 7.6
Alner ionr ealers. | .o ol S5 e i e s s b ,739 10.3 158 6.5

Other Retail stores Group. .......ooveeniovecncsa 70,632 201.7 2.173.2 9.3
eGSR T T 3,445 8.6 51.8 16.6
Drugstores with meals or lunches. ......... 1,704 4.4 26.8 16.5
JOWOIIErY StOTOS. .« v . » o s« vsilsits vaens bk sah 7,906 20.7 144.9 14.3
Book & Stationery stores...........eeveuus 2,841 6.8 53.7 12.8
Drugstores without meals or lunches....... 21,598 55.9 440.4 12.7
Fuel dealers (other thanoil)............... 4,735 17.2 138.1 12.5
DR OB arety N L o i vsis o TR o A T 1,004 2.0, 21.8 12.4
Cameras & Photographic supply stores..... 1,147 3.6 32 11.4
Sporting 20ods StOres. ......ovvvviiiriannes 1,770 5.2 50.6 10.2
Boats, outboard motors, boating accessories 855 3.2 33.3 9.7
el OHNCealerss. oo, < ks o ombof s slawiond ,988 18.4 208.57 8.8
Gift, novelty & souvenir shops............. 1,654 3.1 36.2 8.5
Brewers' retail stores or agents............ 4 1,847 6.8 131.9 5.2
Tobacco stores & stands. .....ovivevennins 2,762 4.7 104.4 4.6
Government liquor stores..........cocouvu..n 5,831 20.7 534.1 3.9

g T R R L A S MR AT 117,003 254.2 4,298.2 5.9
Dairy Products stores. .......cccoveveeennns 1,378 2.8 27.3 14.0
Bakery Products Stores.......cscecesscnsns 6,528 13.3 126.9 10.5
NV ERE NVE aY Pt S I | e 7,036 17.4 250.0 7.0
Combination stores (grocery with meats). . 79,175 184.2 2,915.2 6.3
S & VR, BLOTOR. . Lcu. o shersslosiies sass ,016 2.1 38.1 5.6
Grocery stores (without fresh meat)....... 16,278 26.9 788.5 3.4
Confectionery BtOYes. .....cseceecssssscnssse 2,703 3.2 106.8 3.0

Source: Canada Census, 1961, Retail Trade Series 1-6, Table 1.




CANADA PENSION PLAN

PAYROLL AS A PERCENTAGE OF TOTAL RECEIPTS IN

SELECTED WHOLESALE INDUSTRIES—1958

1561

Payroll as a

Number Receipts Per cent of
of Paid Payroll for for the Total
Kind of Business Employees* the Year Year Receipts
(millions of dollars)
P71 A b L ISR bron S (O 1,106. 4.1 35.1 1.7
Machinery (New & Used) Equipment & Supplies 25,631 109.0 967.6 11.2
Commercial, Institutional & Service
Equxpmt & Bplted P LT i v S s il 4,202 16.9 106.5 15.8
Professional Equipt. and Supplies.......... 2,926 11.8 75.4 15.6
Construction Equipt. & Supplies. . 5,204 23.2 210 11.0
Industrial & Transportation Mach. Equxpt
P T S TR e RUTR T ERF L AR SRR RS 11,690 50.6 496.4 10.1
Farm Machinery & Equipment............ ,324 5.1 68.0 7.6
Amusement, Sporting Goods, Photographic Equipt. ;
ST T O L R R SR S S 1,841 7.3 70.0 10.5
Hardware. . ... A L e e o s o 9,288 31.8 307.4 10.3
Furniture & House Furnishings. .........c..ocu.. 3,835 15.2 149.4 10.1
China, Glass & Housewares................ 1,908 7.2 52.9 13.6
Household Furniture & House Furnishings. 783 3.1 34.2 9.2
Floor Coverings o al WL MG Gal codlinioe., 872 3.6 53.4 6.8
CAATOTRDLINE . . o o s ol e P p e N bk s d oA 12,591 47.5 485.4 9.8
Automotive Parts & Accessories........... 10,972 40.6 352.4 11.5
Motor Vehicles (New and Used)........... 1,291 5.7 123.5 4.6
S B NN R I Y I, 6,149 25.7 297 8.6
Radio, TV. & Electrical Parts & Accessories 1,625. 6.8 60.7 11.3
Electrical Wiring, Supplies, Cons. Material,
Equipt. & Supplies.......c.covviiieennn. 3,117 13.5 131.4 10.2
Household Electrical Appliances & General
s n TR St AR U BRI ) 1,407 5.3 105 5.0
Plumbing, Heating, Air Conditioning, Equipt. &
P e 2 S S o [N L0, ¢ 3,584 15.1 175.4 8.6
Waste Materials (including Scrap Metal). ....... 3,577 11.6 138.3 8.4
General Merchandise. ........coovvveesevessasans 2,675 8.4 102.2 8.2

* September, 1958.
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PAYROLL AS A PERCENTAGE OF TOTAL RECEIPTS IN
SELECTED WHOLESALE INDUSTRIES—1958—(Concluded)

Payroll as a
Number Receipts Per cent of
of Paid Payroll for for the Total
Kind of Business Employees* the Year Year Receipts
(millions of dollars)

Dry Goods & ADDarel........ooosevissveseasnss 7,191 25.6 328.8 3
Dry Goods, Piece goods & Notions........ 3,997 14.4 177.1 8.1
Clothing & Furnishings............... 2,652 9.4 118.6 7.9
e s SO BONE B S IR I T 542 1.7 33.0 5.3

Other Kinds of Busingss. . . J. .y eish vss vaseshs 2,712 8.0 109.0 7.8
Books, Periodicals & Newspapers.......... 1,064 3.5 30.2 11.7
Other Kinds of Business.........cooveneenes 1,648 4.4 78.8 5.6

Lumber, Construction Materials & Supplies
(Other than Metals)......,.c.cvtencrecnans 9,457 36.29 502.6 7.2

Chemicals, Drugs & Allied Products. ........... 6,028 21.5 301.2 ik |
Chemicals & Allied Products other than

Ly B T B B Tl B TSR S 590 2.6 21.1 12.2
Drugs, Drug Sundries & Toilet Preparations 4,344 14.0 175.5 7.9
nduntrial Cheme: i\ vi, saesliy S el 1,094 4.9 104.6 4.6

ALL ESTABLISHMENTS......cco0aveeens 134,939 504.3 8,259.5 6.11

Metale e Metal Work: ... Jis: s diniiadisoldvs 2,780 13.1 227.8 5.7

Petroleum and Petroleum Products. ............. 2,510 9.3 169.4 5.5

Beer, Wine & Distilled Spirit8.......cocvunen. e 797 2.5 48.5 5.1

Poper & Poper Products. ... ..ot ussnesnses 3,047 11.6 240.6 4.8

Groceries & Food Specialties (including Produce) 12,737 42.5 1,142.8 3.7

Farm Supplies (Inc. Agric. Chem.)............ 683 . 2.4 70.8 3.4

Food Products (except Groceries) & Tobacco. . .. 14,014 4.1 1,335.8 3.3
Confectionery & Soft Drinks............... 867 e 33.5 8.1
TRl TOTIE & NWBE. . oty < i et vioion s oo 5,431 17.1 360.6 4.7
Capies, Clpa. & Loby, Shahl B bl Jis et 3,494 11.8 638.5 1.8

gl 80 T SR U G T R A R 863 . 3.6 161 2.2

Farm Products (Raw Material)............cc... 1,414 5.9 868 .6
Other Farm Products than below.......... 415 1.9 42 4.4
el S s e e it e 870 3.8 807.3 4

Source: Wholesale Trade Proper. 1958 and 1959 Dominion Bureau of Statistics, Catalogue No.
63-508, occasional, p. 12.
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(MEETINGS HELD DURING THE ADJOURNMENT OF THE HOUSE)

MINUTES OF PROCEEDINGS

FRrIDAY, January 22, 1965
(41)

The Special Joint Committee of the Senate and of the House of Commons
on the Canada Pension Plan met at 10:00 o’clock a.m. this day. The Joint
Chairman of the Senate section, Senator Fergusson, presided.

Members present:

Representing the Senate: Honourable Senators Boucher, Denis, Fergusson,
Lefrancois, Smith (Queens-Shelburne), Stambaugh, Thorvaldson (7).

Representing the House of Commons: Mrs. Rideout and Messrs. Aiken,
Basford, Cameron (High Park), Cantelon, C6té (Longueuil), Francis, Gray,
Gundlock, Knowles, Laverdiére, Leboe, Lloyd, Monteith, Morison, Munro (16).

In attendance: Dr. Robert M. Clark, University of British Columbia. From
the Canadian Association of Social Workers: Mr. Harry M. Morrow, M.S.W.,
President; Miss Florence Philpott, Executive Director, and Mr. Walter
Lyons, M.S.W.

In accordance with the resolution of the Committee of January 19, 1965,
the brief previously submitted by the Canadian Association of Social Workers
for distribution is appended to this day’s Minutes of Proceedings and Evidence.
(See Appendix A32)

The Joint Chairman (Mrs. Fergusson) introduced the members of the
delegation from the Canadian Association of Social Workers and invited them
to summarize their brief.

Mr. Morrow explained the main points in the brief, following which he
and the other members of the delegation were questioned.

The questioning having been concluded, the Joint Chairman expressed the
thanks of the Committee to the delegation.

Mr. Munro moved a vote of thanks to the representatives of the Canadian
Association of Social Workers, both for their excellent brief and for their
manner of presenting it to the Committee. The motion was seconded by Mr.
Lloyd and carried unanimously.

Dr. Clark was recalled and, at the request of the Joint Chairman, made a
brief statement to complete evidence which he had not had time to deal with
at the previous evening’s sitting. Following questioning by the members, Dr.
Clark was thanked by the Joint Chairman on behalf of the Committee.

Mr. Lloyd moved a vote of thanks to Dr. Clark for the very valuable in-
formation he had supplied to the Committee, both in his comprehensive brief
and in his answers to questions. The motion was seconded by Mr. Cantelon
and carried unanimously. j

The witness then withdrew.

1563
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1564 JOINT COMMITTEE

On motion of Mr. Knowles, seconded by Mr. Francis,

Resolved,—That information filed with the Committee at the previous
evening’s sitting be included as an appendix to this day’s Minutes of Pro-
ceedings and Evidence. (See Appendix A33)

On motion of Mr. Francis, seconded by Mr. Aiken,

Resolved,—That Dr. Clark be reimbursed for his travel expenses Van-
couver to Ottawa, and return, and that an allowance also be paid to him to
cover secretarial expenses incurred in the preparation of his brief.

At 12:45 p.m. the Committee adjourned until 2:30 o’clock p.m. this day.

Dorothy F. Ballantine,
Clerk of the Committee, pro tem.

AFTERNOON SITTING
(42)

The Special Joint Committee of the Senate and of the House of Commons
on the Canada Pension Plan reconvened at 2:37 o’clock this afternoon. The
Joint Chairman of the House of Commons section, Mr. Cameron (High Park),
presided.

Members present:

Representing the Senate: Honourable Senators Boucher, Denis, Fergusson,
Lefrancois, Smith (Kamloops), Smith (Queens-Shelburne), Stambaugh (7).

Representing the House of Commons: Messrs. Aiken, Basford, Cameron
(High Park), Cantelon, C6té (Longueuil), Francis, Gray, Knowles, Laverdiére,
Leboe, Lloyd, Munro (12).

In attendance: From the Canadian Labour Congress: Messrs. Claude Jodoin,
President; A. Andras, Director, Legislation Department; Russell Irvine, Asso-
ciate Director of the Department of Research; Donald MacDonald, Secretary-
Treasurer.

The Joint Chairman opened the meeting and invited Mr. Knowles to intro-
duce Mr. Claude Jodoin and his delegation.

Mr. Cété (Longueuil) welcomed the delegation in French.

Then Mr. Jodoin asked Mr. Andras to summarize the brief previously
submitted by the Canadian Labour Congress and was questioned thereon
assisted by the other members of the delegation. The Joint Chairman reassured
the delegation that their brief will be printed as an appendix to this day’s
Minutes of Proceedings and Evidence. (See Appendix A34).

The Committee completed its examination of the delegation.

The Joint Chairman, on behalf of the Committee thanked the witnesses
and they retired.

On motion of Mr. Munro, seconded by Mr. Knowles,

Resolved unanimously: That a vote of thanks be extended to the members
of the delegation from the Canadian Labour Congress for their valuable brief
and contribution to this Committee.
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In accordance with a request made by Senator McCutcheon at the sitting
held on Thursday, January 14, 1965, two pamphlets, forwarded to the Com-
mittee by Mr. Robert J. Myers, Chief Actuary Social Security Administration
of U.S.A., are appended to this day’s Minutes of Proceedings and Evidence;
namely: “The Effect of Dynamic Economic Conditions on a Static-Provision
National Pension Scheme, by Robert J. Myers (United States)”, (See Appendix
A35), and “The Journal of Risk and Insurance”. (See Appendix A36).

At 5:18 o’clock p.m. the Committee adjourned until 10:00 o’clock a.m. on
Monday, February 1, 1965.
Maxime Guitard,

Clerk of the Special Joint Committee.

(Please mote, that all the evidence adduced in French and translated into
English for the sittings held on Fridey, January 22, 1965 was recorded by an
electronic recording apparatus pursuant to a recommendation contained in the
Seventh Report of the Special Committee on Procedure and Organization, pre-
sented and concurred in, on May 20, 1964.)
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The CHAIRMAN (Hon. Mrs. Fergusson): Gentlemen, we have a quorum, and
I think we had better begin. If we have sufficient time after the hearing of
these witnesses scheduled for this morning, Dr. Clark is going to be with us
and he will be prepared to finish off his presentation and answer questions
from the committee.

This morning’s brief has been presented to us and I am sure you have all
read it. It is from the Canadian Association of Social Workers, and our first
witness is Mr. Harry M. Morrow, Master of Social Work, and President of the
Canadian Association of Social Workers. Mr. Morrow is an ordained minister
of the United Church, and served as a chaplain in the Canadian Army from
1943 to 1946; for many years Mr. Morrow was executive director of a settle-
ment house in Vancouver, B.C., and since 1955 has been the executive director
of University Settlement in Toronto.

The second witness is Miss Florence Philpott who is the executive director
of the Canadian Association of Social Workers. She was formerly head of the
Social Planning Council of Toronto, and before that she was with the Y.W.C.A.
in Winnipeg. I am sure that many members of the committee will be very in-
terested to know that she is a sister of the well-known journalist, the late
Elmore Philpott, who, in the 1950s, was for several years a member of the
House of Commons.

The third witness we have is Mr. Walter Lyons, who is also a Master of
Social Work. He has assisted in preparing this presentation and has had many
years of experience as a case worker and supervisor in various family and child
service agencies in Winnipeg, Philadelphia and Toronto. Since 1957 he has
been a senior executive of the Jewish Home for the Aged in Toronto.

Mr. Morrow, Miss Philpott and Mr. Lyons, I presume you understand how
these meetings have been conducted. We have all received your brief, and I
assure you we have studied it, because this committee is the best I think I have
ever known for coming prepared after having done its homework. We would
ask you to summarize what you have put in the brief rather than read it, and
we would like you to bring out the points that you particularly want us to
known about and then submit yourselves, if you will, to questions by the mem-
bers of the committee. I would ask the first speaker to speak.

Mr. HArRrY MORROW, President, Canadian Association of Social Workers:
Madam Chairman and Members of the Committee, we wish to express our
appreciation for this opportunity of appearing before this joint committee of
the Senate and the House of Commons which is considering the Canada Pension
Plan bill, and I should like to say one or two things by way of introducing
our brief.

In the first place, we were encouraged by the first paragraph of the White
Paper which emphasizes that the Canada Pension Plan is designed to extend
social service protection to people in retirement, to widows, orphans and the
disabled, and that it will be part of the social security system. Further, the
White Paper goes on to say that this is to establish a contributory pension plan,
ensuring that as soon as possible in a fair and practical way all Canadians will
be able to look forward to retiring in security and with dignity. We were en-
couraged by seeing the word “all” in the wording of this paragraph.
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The Canadian Association of Social Workers is an organization of profes-
sional people working in the welfare field. Many of our members carry senior
responsibility in Government departments and in voluntary associations across
Canada from Newfoundland to British Columbia. We see this legislation as an
aspect of social security. It is a bit like a pie, and we see this as one slice, or one
segment, of a total pie which in our own traditional way we seem to be working
towards in Canada.

In regard to the bill itself, we see many advantages to what is being
proposed. We support the bill for the reason that, first, it will provide some
social security for a large group of Canadians. Wage earners and people of
modest incomes will receive more co-operation and more protection through
this bill. We are interested in the supplementary proposals that are being made
to care for the three groups that are distinct from the retired group.

As I said, this will help the wage earner. We support the contributory
aspect, and we support the principle of a variation in payments, because this
is one of the realities that is necessary, and the adjustments to cost of living
on retirement cannot be too drastic. The variable payments based on premiums
that have been paid in the past, we think is a good thing. We also think
the portability of this pension plan is good. This will give people some security
which otherwise they would not have because of the limiting conditions if
employment is changed.

We feel that this plan will reduce but not eliminate the need for social
assistance programs for older people and the disabled. We support the idea
of the supplementary benefits. We have some question about the way in which
the payments have been arrived at, and we have some questions as to the
way in which they will be administered.

We feel that one aspect of this proposal is that there will be a shifting of
financial responsibility in certain categories of people from the provincial to
the federal area, and this should mean a strengthening of services at the
provincial level.

Now, while we like these things about the plan we feel that there are
certain limitations that have to be born in mind, and we feel that these limita-
tions are very real and that if they are not given serious consideration, either
through the way in which the plan is worked out or through complementary
legislation, that the overall effectiveness of the plan to meet the retirement
needs and special needs of all people will not be met. In the first place, we
think, through our study of the plan, that there is inadequate security for
the low income groups. The people who are regularly employed, as I said
earlier, will do rather well, but we feel that the marginal groups—the low
income groups—are not adequately protected, and that some forms of sup-
plementary assistance or some different base of payment for the low income
groups must be considered.

We question the ceiling of $5,000 as the basis of payments, and wonder
if this is not regressive, and whether the contributions should be based on a
somewhat higher income so as to provide a little more support, particularly in
the benefits of the lower group.

We feel that supplementation is going to be needed for many people, and
that this form of supplementation must be insured so that everyone is assured
of an adequate standard of living. This, you might argue, is not a social
insurance need, but nevertheless it is a real need, and it is inherent in this
scheme that we recognize this.

We question the matter of the different levels of flat rate payments—the
$25 in the supplementary benefits as against the higher level for retirement—
and we wonder about the rationale, although we recognize that this is com-
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pletely new legislation in Canada providing the supplementary benefits for
a group we had not previously had covered.

We note that there is no security for wives and dependent children of
breadwinners, who become incapacitated. If a man dies his widow and depend-
ent children are provided for, but if he is incapacitated and thend dies the
provision does not appear to be made.

The question of appeals and information, we think, is a matter that needs
to be considered and given clarification and provided for in the program. We
think that the right to information about the plan should be mandatory. We
believe that there should be a provision for appeals that is simple, and that
help in preparing an appeal should be provided by the Government because
we have had some experience with people setting themselves up as experts
to help particularly the less adequate people, and making a living on some-
thing out of which a living should not be made.

Finally, we notice that the financial audit is to be presented to Parliament
every five years. We feel that it is just as important as having a financial audit
to have a social audit prepared and submitted to Parliament along with the
financial audit, which deals with the finances.

One of the problems in this plan is that of relating social insurance and
health and welfare programs. These are all part of the total social security
need and we feel that we must not get caught in saying the income maintenance
part of the program is the be all and end all of the services of these particular
groups.

One area in which this problem can be illustrated is in the question
of disability payments. The matter of definition of the disabled is one question.
Another matter is whether people should be required to take training so
that their disability period is temporary so that they can return to the em-
ployment market. There is also the question of availability of a high level
of specialized services so that rehabilitation services can be provided for the
disabled, in order that in some cases they will cease to be treated as disabled
people and will be able to return to the labour market at least in a partial
way.

One might say that this is not the concern of the C.P.P., however it is
part of the over-all concern and is implied in the recognition of some pro-
vision of pension under the supplementary benefits.

In conclusion, I would like to read the last paragraph in our submission
if I may. It says:

The effectiveness of this Pension Plan is directly related to all
other programs of service and income maintenance provisions. It is
essential that rehabilitation services, personal counselling services,
educational services, a housing program and other welfare services be
considered as equally important facets of a total social security program
in Canada. It is most desirable, therefore, that the entire network of
social assistance and social welfare measures in Canada be reviewed
with a view to ensuring a broad social security program which will
meet the needs of all Canadians, regardless of financial status.

In a word, we support the Canada Pension Plan bill as providing a significant
and substantial improvement in the social security program. But we support it
only as a part of total security and we feel that the services to people and the
needs for supplementation of the low income and marginal income people
must be taken care of, either through this bill or through complementary
legislation.

The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much. You have
made an excellent summary, and I am sure many members would like to ask
questions.
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Mr. KNowLES: Madam Chairman, may I be permitted to say, in the short-
est way I can, that I like this brief for what it says and I am delighted in the
way in which Mr. Morrow has presented it.

It is pretty clear that the Association supports the Canada Pension Plan
for the good that is in it, but feels there are certain gaps to which attenion
should be paid, and these gaps have been indicated. Assuming that this com-
mittee, in view of quite a few representations along the lines you have made
does .recommend to Parliament that attention be paid to these various gaps,
when do you think that attention should be paid?

Mr. MorrOow: We feel that the attention should be paid at an early date but
that it should not be a delaying kind of move, that this bill should be treated
independently and should proceed, but that there should be some assurance
that those gaps are recognized and that the next step in social security is to
face up to these gaps.

Mr. CanTELON: I notice that you are rather disturbed about the way in
which the bill proposes handling appeals. We were given some suggestions by
Mr. Myers, the Chief Actuary of the United States, that they use a way of
handling appeals which provides four specific ways, one way after the other.
I wonder if you are familiar with those at all.

Mr. Mogrrow: Mr. Lyons will answer that question.

Mr. WaLTER LYoNs: Senior Executive of the Jewish Home for the Aged
in Toronto: Our suggestion for handling appeals derives from the knowledge
we all have that a study of the plan shows it is complicated. It requires a
computer to work out many things, and there are many ifs, ands and buts, and
choices. The human being is not always able to master these and understand
fully his rights and choices. Not all people are in an equal position to purchase
skilled service. We believe it is important that a government-sponsored service
for the client should be built into the plan—not for the plan but representing
the client.

Mr. BasrorD: You mean a sort of instructional service to make sure he
understands the plan?

Mr. Lyons: Not only the service of instruction but a service to help him
and represent him.

Mr. Basrorp: You mean an advocate, something like the advocate under
the pensions plan?

Mr. Lyons: Yes, so that the protection of the person’s interest does not
depend upon his varying ability to comprehend, or the resources that he happens
to have, but is built in as a matter of right. It should be a person who represents
and who is there to protect. This would also protect the public against what
could easily happen through private services developing to represent the
client in his presentation to the Government and take as a fee a percentage
of what is obtained for the client. That could be a pernicious system which
could develop.

Mr. CanTELON: However, I gather that you wish the appeals to be handled
more directly than is suggested in the bill.

Mr. MorrOw: Yes.

Mr. CANTELON: As to the suggestion you make that there be a report every
five years, would you elaborate as to the kind of report you have in mind?

Mr. Morrow: For some reason we have always recognized financial needs
and financial auditing, but we do not always look at the social purposes of
a bill such as this to see how the objectives are being achieved for which
the program is set up. Therefore in proposing the social audit we really are
proposing that, in addition to a financial audit, a look should be taken at the
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purposes of the bill to see how they are being realized through the actual
administration of the bill.

Mr. CANTELON: Might I have your suggestions as to who might do that,
whether it should be the House of Commons or some body outside the House
of Commons? Personally, I would favour someone outside.

Mr. Morrow: This is a debatable point. There are merits for a committee
and merits for an outside group. We were not able to come up with a suggestion
one way or the other as we saw arguments both ways.

Mr. CANTELON: The Government received suggestions from other wit-
nesses that as people get older their needs of assistance grow greater. The
basis for this is that their assets run down as they get older and living standards
and cost of living change as they get older. It was suggested that more money
should be available to people as they get older. Would you care to comment
on that?

Mr. Lyons: At the Senate Committee on Aging the point was raised that
as people get older they have many more difficulties. The tendency in the past
was to try to solve these difficulties by a home for the aged or by institutional
care. Throughout the world in all progressive countries, and in our own country
too, thinking people believe that older people should be able to have choices
and numbers of ways of meeting their needs. Their expenses may go up, they
may require a char service to help them keep an apartment clean, they may
have to send laundry out, they may not be able to use public transportation.
There are many practical ways in which supplemental service can assist older
people and such people should be able to purchase that supplemental service,
if it is available, to help them to stay in the community and in the normal
pattern of living. It is only when an older person has a sufficient income to
purchase this that he is assured of the best kind of living. So we start with
this point of view.

Now, this is not true of all older people. However, this is not a plan
which is individualized, but it is a plan that is on the basis of what older
people can expect, and the older you get and draw your pension the more
you are likely to need for these purposes.

Mr. CANTELON: Thank you. That is very interesting.

Mr. CHAIRMAN (Hon. Mrs. Fergusson): Mr. Lloyd?

Mr. Lroyp: Madam Chairman, I join with the others in expressing ap-
preciation to the association for their contribution to the evidence in support
of the Canada Pension Plan, and also for their constructive observations as
to how or where our government’s attention should be directed in future.

1 was particularly interested in your references to the $600 exemption.
We did have representations to the committee that for the sake of adminis-
trative considerations and to avoid the possibility of a large volume of refunds
that $600 exemption might be removed. I believe it was the witness who
was supporting the fund who had suggested this. Have you given that matter
some consideration? Your view goes the other way a bit.

Mr. Morrow: We see two problems. We will be very honest with you—
it is a bit of a dilemma. As far as the benefits are concerned, it is good
that people become participants in the fund at as low an income base as
possible. From the point of view of contributing to the fund, even though
it is a very modest contribution, at its lower level it is still in effect a tax,
you might say, on this group, many of whom would in the normal part of
the event be supported by the stronger and higher earning group in the
community. A $600 income is a very low income, and we had wondered if
people could be registered at that point; but payments of any amount start
at a higher figure, and it would be more realistic in terms of annual earnings.
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Mr. Lroyp: I know, as you say, there is a bit of a dilemma, bet;ause I
think you have observed academically that it is described as a regressive tax.

Mr. MorrOW: Yes.

Mr. Lroyp: On the other hand, the amount of dollars attracted from
the economy, from the taxes, divided between employer and employee, that
relieves the regressiveness a bit. Like so many things in government measures,
you try to ease the shortcomings for the sake of administrative simplicity.

In the case of a man earning $20 a week, if he is earning that for a very
few weeks, perhaps he will not reach $600 a year. In the case of individuals
earning in the low income brackets, and even non-taxable in most cases,
if there has been some deduction, they will file tax returns for the sake of
getting the refund on the tax payment. We have many, many instances of
that happening. So there are qualifications to all assertions that have been
made. Would you think it would be a serious matter from the point of con-
tribution should the $600 exemption be removed?

Mr. Lyons: For clarification, when you say if the $600 were to be removed,
do you mean everybody who earned income would automatically be a member
of the plan?

Mr. Lroyp: This has been the suggestion. I think one witness suggested
$150, Madam Chairman.

Mr. KNOWLES: One hundred and fifty dollars would be the automatic
exemption. This is what some supported.

Mr. Lyons: Generally, as our Association says in the brief, this plan
leaves the lower income people, the marginal wage earner, in effect uncovered,
and that anything which improves the situation we would support.

We also draw attention to the fact, that since you mentioned the regres-
sive nature, that this has to do with what appears to be a somewhat arbi-
trary line of cut-off of $5,000 for the payment of contributions. There are
about 465,600-odd of a labour force of 6,471,000 who are earning over $6,000.

Mr. Lroyp: Would you repeat that please?

Mr. Lyons: There are about 465,600 people who are earning over $6,000;
and it seemed to us that in the matter of financing the subsidy, consideration
should be given to upping this $5,000 cut-off to a higher figure so that there
is a greater amount in the fund for the subsidy of the lower income group.

Mr. Lroyp: You understand, of course, that originally the fund was
supposed to be a pay-as-you-go plan, and that as a result of negotiation
between provinces and the federal government the people compromised it
to a sort of general reserve fund which had the effect of levelling out the
contribution for a period of time, and in the long run you pay as you go.
So that if the fund is insufficient at some future time, as I see this bill, it
is a commitment of government to maintain the dollars it utilized in the general
reserves of government, in the long run. I think it is pretty clear to anyone that
the fund is not an actuarial fund to produce all the benefits. It is a sort of a
substantial reserve at the moment.

Mr. KNOWLES: Madam Chairman, may I ask a supplementary question on
that point? I think it is clear, and this is a question I have asked before in
this committee, but when you ask for an upping of the $5,000 level you are
asking it for only on the contribution side; is that right?

Mr. Lyons: I do not know how you can ask it for a contribution only
on the contribution side, and not get something in return.

Mr. KNowLES: Then do you not defeat the purpose, in the sense that you
ask to raise this so as to mitigate the regressive taxation feature?
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Mr. Morrow: In this we are on shaky ground, we admit. We think that
there could be a scaling out of the upper level so that there is some increase
in the contributions over the $5,000, maybe a scaling feature which would
provide something. Now, I realize that this is very shaky, and that politically
it may have many implications on insurance funds as against a welfare
program; but what we are struggling with basically is this low-income group
being covered adequately, at least, being covered in some measure of security.
This need is our concern. I think I stop there.

Mr. KNOowLES: Since reference has been made to political implications,
speaking politically, I would like to see contributions collected a bit higher
than the $5,000, to leave the $5,000 as a cut-off figure for the benefit.

Mr. AIKEN: May I ask a supplementary question? This question is in
connection with a lower level of contribution of benefits. Would you believe
that it would be better to permit the people in the very low levels if it were
reduced, and to contribute even a small amount?

Mr. Lyons: I think we fail to understand the philosophy that unless you
contribute in a certain way you are not really contributing. This distinction
between something which is a matter of welfare and a matter of right is
really an artificial distinction. People do contribute to welfare. People who are
on welfare contribute to it through taxes. This has to be looked at much more,
not on the basis of a token payment, but much more on the ability to pay, and
the people on low incomes are not able to pay as much as those on higher
incomes. This is why a person having $5,000 or more, who is only going to
pay a certain proportion of his income towards this fund, is really in a much
better position than the one in the lower bracket, because in effect he is
paying a much smaller proportion on his income for social security.

Mr. AIKEN: I am referring to just the question of self respect. Do you
think this would be a valuable feature, if the people would contribute a small
amount, would they feel that they were contributing something towards the
plan, even if not in proportion?

Mr. Lyons: I believe that if people are made to feel by public statements
that they are being given a handout their self respect will be damaged. If
they are made to feel by public statement that they are in the plan because
they are contributing in other ways, then their self respect is not damaged.
It is not the actual payment, but how it is regarded that is important.

Mr. AIKEN: In other words, if it is regarded purely as a handout it might
damage them. On the other hand, if they feel they are part of the working
community and they are entitled to this protection, then it would not?

Mr. Lyons: Nobody I have met among the older people has felt damaged
at all by old age security pensions. ;

Mr. Lroyp: This helps me to conclude some of my questions to you. What
you have pointed up in your answers really is that you can only solve this
problem if you are going to try to supplement obviously inadequate pensions
in existence today for our working people—even where funds are in excess
of 30 or 40 per cent of the earnings at retirement, has been the evidence be-
fore us. However, as you know, in a wage-related scheme there are various
philosophical and valid considerations. You cannot take care of the aged unless
you have something like the O.A.S. as well. So, if you always bear in mind
that the O.A.S. must continue and be refined, and the resources will become
improved along with the wage-related plan, then the significance of the 600
lessens, but the point at which you put the wage-related plan has always to
be in relation to the O.A.S. payment—but the point is, as long as you keep
both going?
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Mr. Morrow: May I say two things in relation to your question? The
first is that we believe there is a basic income that people need. This is, I
think, a legitimate responsibility of government, at the various levels, to see
the basic income is provided. The second thing is that I agree that between
social insurance and social assistance there are complementary aspects, and we
are anxious that no cne gets the impression the social insurance program is
going to carry the responsibility that must still be carried, and may be in
some cases increasingly carried, by the social assistance programs. This is
what we are saying, that these are complementary programs that must be
seen together. X

Mr. LLoyp: And both are essential?

Mr. MorrOW: Yes, that is what we are saying, that both are essential.
Mr. Lroyp: To any comprehensive social welfare program in Canada?
Mr. Morrow: Yes.

Mr. Lroyp: On page 3 of your brief you conclude with the observation:

...it provides an opportunity whereby provinces can concentrate on
strengthening important social welfare services of non-income nature. ..

In this respect, are you reflecting the general feeling of your association and,
in fact, the community in general—and, as has been observed in the United
States, the case loads for the social workers are pretty heavy—are you saying
here there is a néed in the provincial field to concentrate a great deal of atten-
tion to the provision of trained people in doing social case work and to examin-
ing the volume of their case loads?

Mr. Morrow: There are a number of aspects of service. The point we are
trying to make is that older people have a need for service. At the present
time, through the Old Age Assistance program, there is at least an annual
visit being made, and it is amazing the kind of things that come out of these.
What we are really suggesting is service to people needs to be strengthened
in order that they can live more adequately and meet some of their needs. I
think Mr. Lyons can support this from his work experience.

Mr. Lyons: There is not any doubt that all of us know that a scheme which
has a flat rate of benefits, a computer type of financial support, cannot meet
the individual needs of the people in itself. People have health problems; people
have housing problems; people’s needs vary, and their resources to meet those
needs vary; and there must be a full, complementary battery of supporting
services to meet these individual needs. The stronger the financial support is
the greater chance that the person can purchase these needs and that less
will have to be met under welfare. But, as Mr. Morrow says, whether people
have money or not, when you are disabled you need the best battery of rehabili-
tation services to help you to get on your feet, and by taking people and putting
them on a disabled persons pension under this scheme, there is no guarantee

at all that the person gets the vitally necessary services that are required-
actually to see whether he can be rehabilitated, in time, to working status or

to a maximum level of health.

Mr. Lroyp: Then, in essence, you are saying—what has always been a
concern of those who come from the municipal field of government, where we
see its operations from day to day with persons, and it has been the subject
of considerable comment throughout the United States, and also in Canada—
that the more resources, or some reasoned, sound philosophical way you can
find the resources, the more effective is the work in the social welfare field
that can be done, because, in fact, the social workers are limited in quantities
and the case loads have been rising because the work has been cluttered up
by the inadequacy of pensions and social assistance programs?
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Mr. Lyons: That is correct.

Mr. LLoyp: The more we can make the input on that side, the more effective
becomes the social worker—or, I should say, the more effective are the results
of your efforts?

Miss FLORENCE PHiLpoTT (Executive Director, Canadian Association of
Social Workers): The point we have been trying to make in this, and the reason
we are 5o supportive of this plan, is that we see reducing the number of persons
who will need to get supplementary assistance from old age programs that exist
now. Something like 4.7 per cent of the people on Old Age Security are getting
a small supplementation under the general assistance program, and something
like 20 per cent under the Old Age Assistance get supplementary allowances.

Mr. Francis: And even more are getting health benefits.

Miss PHILPOTT: Yes, we say the more we can reduce the number who have
to go to two sources for this kind of support, the more you achieve what you
say in the first paragraph of your White Paper, “the more people can look
forward to retiring in dignity”.

One of our concerns in looking at social welfare and services at the
provincial and local levels has been that much of the provincial effort has been
directed to assistance programs. We say this at least opens up an opportunity
whereby your provincial and municipal groups can strengthen these very im-
portant services that can prevent people from becoming dependent and losing
self respect.

Mr. LrLoyp: The wage-related pension with Government supplement is
inadequate from the private sector, and it means, in the long run, your effective-
ness will be judged by the number of chronic repeating demands for assistance
you find in the social welfare roles of municipalities. This was the American
criticism, that social workers, because of inadequacies, were becoming cheque
writers instead of getting the family unit back into the earning stream. Now
you have that additional inducement to get them back into the earning stream.

Mr. MuNRO: Madam Chairman, I was going to ask the experience that
the Canadian Association of Social Workers have had in the general area of
private pension plans, whether they have had any studies with respect to them,
and if they have any views as a result of those studies.

Mr. Morrow: I would say “No” to this question. We have all individual
observations, but we have not made any study of this.

Mr. Munro: It is very encouraging to read your brief and to find the
general overall support you have given to the Canada Pension Plan. Many of
your observations are most helpful. I take it, from reading your brief, you feel
that the contributory approach in the plan, with its many benefits that you
have indicated, also covers certain problems that cannot be coped with in an
earnings-related plan—is that a fair statement?

Mr. Morrow: Yes, this is fair.

Mr. Munro: Looking at page 4, the last sentence of the second paragraph,
you state:

Furthermore, it appears that insufficient attention has been given to
taking full advantage of the flat rate benefit principle which has proven
its worth in our existing Old Age Pension system and integrating this
principle with the contributory approach.

Could you enlarge on that thought?

Mr. Lyons: In old age security the idea, the philosophy, was that there
would be a minimum flat rate amount which would meet minimum needs. I
don’t know what proportion of Canada they were realy designed to meet
minimum needs in, but let us say minimum needs in most sections of Canada.
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On top of that it was to be a wage-related security. When a person has a
flat rate of $25, and he is disabled, you hardly have an application of the
kind of principle which we are talking about when a person gets old and retires
from the labour market because of age.

Therefore, we are pointing out that this amount of money, $25, really
bears no relation to a flat rate, as a base. It is the first introduction of this in
Canada for this group of people on the basis of insurance. On that basis we
welcome it, but we point out that it has no relation to the person’s need.

Mr. Munro: I think what I am concerned with, and I am very interested
to hear your comments, Mr. Lyons is that “insufficient attention has been
given to taking full advantage of the flat rate benefit principle which has
proven its worth in our existing old age pension system and integrating this
principle with the contributory approach?”.

Are you advocating increases in the flat rate?

Mr. MorrOW: In some areas. In supplementary areas. The $25 flat rate on
the supplementary benefits is one area.

This is for the disabled and this is one of the points at which we reached
this conclusion. The other point on which we have some question is in the
reduced payments between 65 and 69 of the old age security, if you elect at
65.

We are raising this as a question and we do not have the information.
Your research department will have it. There is a tendency, we think, to early
retirement by changing the flat rate payment on this 65-69 age group, we ask
whether this precludes a reduction of the age to 69 or 68 for the flat rate
payments plus the wage-related payment for the aged.

Mr. Munro: Is there any other area in which you feel more attention
should be given to the flat rate benefit principle, other than the ones you
have mentioned?

Mr. Morrow: These are the ones we would emphasize.

Mr. MuNRO: One concern of your association that you pointed out, and I am
sure everyone here feels that concern, is that these people at the poorest level,
the poverty level, are left out. Some clauses in your brief seem to indicate the
same type of concern that many authors have who, writing on this poverty
question, say that much has been done in the United States. It has been
pointed out, from a lot of the work done on the poverty question, that the
contributory approach in earnings-related plans cannot adequately cope with
these people. In fact it just skims over the top and leaves them out.

You have pointed this out also, and I was wondering whether you felt, in
dealing with this area of poverty below subsistence level, that some other
type of program more specifically aimed at the reasons why these people
are a part of this so-called economic underworld would not be more appropriate
and beneficial than being specifically concerned about them under a contribu-
tion pension scheme.

Miss PHILPOTT: I think we have really made references to this on page 3,
where we have clearly indicated that we see limitation to any kind of social
insurance plan to deal with the broad problems of poverty and other disabilities
in our community. However, I think in our final paragraph we say that you
have to look at the whole network to see that this is just one section. We don’t
expect any one insurance plan to be able to deal with this whole problem of
the marginal or substandard or non-income workers in our community.

The point I think we want to emphasize is that we would like to see every
social insurance plan reduce to the absolute minimum the number of persons
that have to go to two places for their assistance.

! o
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Mr. MuNRro: Do you feel that the way this legislation is drafted we have, for
all practical purposes, tried to reduce this area to a minimum?

Mr. Morrow: The question we raise—and we use the word ‘“‘substantial”
in our brief—is that there is a substantial group going to two places, and we
think that there is something wrong with the program. If it is a relatively small
group, and this is what we anticipate, we do not have the information to know
at what point the group that we are talking about would become substantial.

I might say that we have one other concern with relation to the poor
group, and that is that they have some rights for income which are recognized
just as much as the people who are drawing from the contribution scheme. As
citizens they have certain minimum rights or expectations, not necessarily from
the income-related program, and they must not be made to feel like complete
failures and sort of pushed from pillar to post. We recognize that these people
have needs to live and must be provided for decently.

Mr. MuNRO: When they retire.

Mr. Morrow: Yes. At the point of retirement, but it must be a program
that is dignified just the same as for the people on the wage-related program
who have certain rights that they can expect.

Mr. Lyons: Mr. Munro, may I ask you a question? You say “when they
retire”. You are not suggesting that we don’t have to look at the problem long
before they retire?

Mr. Munro: That is what I was getting at. Talking in terms of this pro-
gram, in effect, the concern you indicate here, and it is a very valid concern,
is for all these people. Presumably, you are referring to the under-$600 exemp-
tion level who will not be able to participate in the plan.

It has been pointed out on many occasions that such persons, if they
remain under the $600 level all their income-earning lives, on retirement
under the old age security will, in terms of dollars of income, be receiving a
larger income annually than they were during their lifetime prior to retirement.
Because of the very nature of your organization, I thought you might indicate
your feelings in this way, because it is certainly the feeling of many here. I am
sure that anyone who should fall into such a class where he will always be
outside the ambit of this legislation because his income is below $600 is obvi-
ously in such a group that a specially designed program is a necessity.

They fall into that group where specially designed programs that do deal
with poverty are essential, along with new educational approaches in housing
and so on, in order to lift them up out of this area. I advance that as the justi-
fication, if you like, for the $600 and I don’t find any answer for it other than
other specially designed programs; but I don’t find any answer for it in any
type of earnings-related social security scheme.

Mr. Lyons: This probably is really a reflection of the failure of our society;
not their personal failure so much as our failure. And with a broad variety of
economic and education and other supports, this problem should be minimized.
There is no substitute for these other kinds of wage-related schemes.

Mr. Munro: To the degree that those urgent programs are successful they
will alleviate the problems of those people?

Mr. Lyons: Yes.

Mr. MunRro: The only other matter I wanted to touch upon, Madam Chair-
man, is this area of regressive taxation that was mentioned. As Mr. Lloyd has
pointed out, the employer’s percentage of the contribution to a degree militates
against or alleviates this regressive feature, and I think you agreed with that.
I thought that that was an indication that you agreed to what he suggested. I
take some comfort in the fact that this regressive feature has been alleviated
to a considerable extent when one takes into account not only the employer’s
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contribution in this whole scheme but the exempt contributions on the $600, and
the considerable weighting factor of the old age security when it is considered
in conjunction with the Canada Pension Plan. When these three things are
looked at as a parcel I think the regressive aspect of the contribution rates of
payment under the Canada Pension Plan are to a considerable extent overcome.
I wonder if you would care to make any observation on that?

Miss PHILPOTT: May I make a comment on that? It seems to me that this
is why we have made such a strong plea for this social audit that will take place
with the financial audit, because in looking over the testimony that has been
given before this committee from a variety of groups, and at the various reports
that have been prepared by the Government with respect to this bill, it seems
to me to follow that the effect of this is going to be in several aspects. For ex-
ample, I think that on more than one occasion it has been stated that the rela-
tionship between this program and your present national assistance provisions
cannot be determined now, and it will take probably several years before we will
see the relationship. I would think that some of the questions that have been
raised can only be assessed adequately after there has been an experience. I
think we mention that as there is experience we shall see opportunities for eli-
minating what seem to be limitations in this plan.

Mr. Munro: I have one final question, Madam Chairman. Perhaps the sub-
ject matter is not too close, but there has been considerable discussion of late
of this type of study you are now recommending, all under the heading of
“Poverty in Canada”. A considerable amount of work has been done on it by
the private authorities, and I wondered if the Canadian Association of Social
Workers have undertaken any studies themselves of this question?

Mr. Morrow: No, but there are groups that are active on this problem.
This whole problem of poverty in Canada is one that we will probably be very
active in, either through other organizations or ourselves, in the future because
we are just now coming to an understanding of the embedded nature of the
problem.

Mr. Livons: Mr. Munro, may I add to that that when we talk about studying
this we are not alone concerned with poverty. When we talk about social wel-
fare we are not talking alone about the poor. We are talking about ourselves. In
this society today we need the kind of study which the Hall Commission prepared
which incorporated in its conclusions many of the recommendations made by
this association.

The whole matter of help and the services that enable people to live healthy,
normal lives, is not confined to the matter of poverty. It is confined to most levels
of income, and, God forbid, if you are married and you have a child who is
mentally ill or mentally disturbed and you look around for adequate resources
for treatment you will get a good example, whether you have or have not money,
of how poverty stricken we are in this country. The whole network of sup-
porting social services must not be thought of as relating alone to the poor, but
as related to our citizens as a whole. This is the kind of study we have in mind.

May I make one other comment regarding the regressive nature. It does
not matter how you work the percentages or what the employer contributes.
Where we see the regression is in the fact that the person who has a reasonable
or comfortable standard of living is better able to pay, and it costs him less. It
takes less out of him to get his security than it does a poor person, and no matter
how you slice it, that is regressive.

Mr. KNowLES: Madam Chairman, I wonder if Mr. Lyons would include in
the totality of the picture such things as the dislocation caused by automation
and other changes—the kind of problem that is raised by Galbraith and others,
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who say that we should pay people even though they do not work. In other
words, are you thinking of the problem of a guaranteed income for all people?

Mr. Lyons: Yes, sir, those problems are part of the problems that affect
all citizens. I cannot speak for the profession on this; I can only give my
own personal opinion, but I do not think the profession feels there is now an
adequate opportunity for people to be productively employed. Perhaps this
is not how we define production, but there are lots of things in this world and
in this country that need manpower and service. Perhaps it is a matter of
shifting people around and re-educating them, but certainly we should take
the constructive perspective of having our citizens engaged constructively in
living, and not just having them pensioned off and let out to pasture.

Mr. KNowLES: This is a problem for the whole of society and not just for
the poor?

Mr. Lyons: It most certainly is.

Mr. Francis: Madam Chairman, I was particularly interested in the
balanced approach of the brief, which indicates that a comprehensive system
of social security must include social assistance—which is the oldest chronologi-
cally of these measures—social insurance, and flat rate benefits. It seems that
very few of the presentations before us have kept this in focus. Particularly
am I impressed with the emphasis on the need for individual case work. We
talk about inadequacy or gaps in the programs, and your group, as I would
expect, recognizes the need for supplementation and the need for case work
related to individual circumstances.

I wanted to correct what possibly might be a misunderstanding on my
part—my hearing may not have been too good. The proportion that received
supplementation in 1964 is 4.8 per cent of the old age security recipients, but 19
per cent of old age security recipients are receiving supplementation on a means
test basis, and that means a little over 100,000 persons.

Mr. Morrow: That is correct.

Mr. Francis: Professor Clark last night made the point that he thought
old age assistance should be extended beyond the age of 69. I presume you
would agree with that recommendation. Do you feel that in looking at the
whole picture that this is one of the gaps?

Mr. Morrow: If I could just intervene here I will say that the needs
picture must be individualized, particularly with the aging group where you
need special care. In some cases it is actually cheaper to the community to
provide assistance beyond basic payments so that people can stay independent.

Mr. Francis: Would you accept this, that the universal flat rate approach
may go only so far? There is a certain percentages of cases that economically
cannot be handled by any means except by case work and supplementation?

Mr. Morrow: Yes, and provision must be made for those.

Mr. Francis: It seems to me that this is a very significant gap in the presen-
tations before us of some of the other organizations, and one which, quite
frankly, surprises me. Mr. Lyons in reply to Mr. Munro said this social in-
surance is regressive, and no matter how you slice the cake you still have to
deal with this. This seems to be a general indictment of social insurance
itself. Is this not so, Mr. Lyons?

Mr. Lyons: I do not know whether it is a general indictment of social
insurance itself, but I am saying that there is a tendency—there is bound
to be a tendency, perhaps—towards this feature, especially when you have
a wage-related pension plan.

Mr. Francis: Of which you approve?
21761—2}



1580 JOINT COMMITTEE

Mr. Lyons: Yes, of which we approve. What we are saying is that an
effort should be made to mitigate the regressive features of it. We cannot
eliminate them, but...

Mr. Francis: You see, the problem we are caught with is this $600 exemp-
tion. You say it is not high enough, but if we raise the exemption we cut down
our coverage.

Mr. Lyons: No, sir, this is not necessarily so at all. It is quite possible to
include people at $600 and assume that they have made contributions between
$600 and $800, and begin at $800—in other words, just blanket them in.

Mr. Francis: I would have liked to have seen a specific recommendation
if this is what you have in mind, because as I read your presentation it would
seem that you are saying that the $600 is not high enough. The way we have
drafted our legislation would cut our coverage down. The only other alternative
is to come up with the point of blanketing any other categories. Already we
have had some interesting suggestions. We had a presentation from Mr. Woods
of the Mercer Organization when he proposed that, prior to the announcement
of the program in 1966, that prior earnings be blanketed in on a certain flat
rate. When he presented the situation, he just reduced benefits significantly.
If you think of your program for blanketing in, how you would blanket in,
do you have any specific suggestions which you would think would answer the
criticism that if you raise this and do not want to cut down coverage how do you
blanket in?

Mr. Lyons: We are not presumptuous enough to be able to make any real
presentation on this. The resources which are available to you in regard to advice
and so on are far more capable of taking care of the specific details. What we
can do is deal with principles and if you adopt a principle I am sure you
have a marvellous machinery which could produce the organization necessary
to deal with it.

Mr. KNowLES: I have already asked Mr. Osborne to provide information
along that line. 3

Mr. Francis: I think the morals and the tenure of your brief are high and
I appreciate it and I am sure it will be helpful to the committee.

Mr. AIKEN: We have been stressing the poor group who would not be
included normally under this plan as marginal. I would like to ask some very
delicate questions, because we seem to be circling around the real issue involved.
If we accept your suggestion that everybody in the lower income should be
included, whether or not they contribute, are you then not back in essence to
the universal old age security system?

Mr. Morrow: We are not suggesting that everyone necessarily be included
in this plan. We are suggesting that, as a part of social security program in
Canada, provision must be made for an adequate income security for this
group. It is quite a different matter that we are suggesting and I think we
should be very clear on this point. We are saying this plan is only one part of
a total social security program and this is a group for which this plan is
inadequate, but we are not suggesting that they necessarily be blanketed into
this plan.

Mr. AIREN: This is in fact the point I was trying to make, that this plan in
fact is inadequate to meet the requirement problems of the poor.

Mr. Francis: That is not what he said.
Mr. AIKEN: Please—

Mr. Francis: I object.

Mr. AIREN: I am sure he did say that.

&
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Mr. Morrow: I will try to answer the question again, although I think I
answered it correctly the first time.

Mr. AIREN: This is what I understood you to say.

Mr. Morrow: I think you have taken an emphasis that I did not intend.
This plan is inadequate for the marginal and the poor, but we are recognizing
this as inherent in a social insurance program. We are saying that another
provision must be made so that this group that is really not adequately provided
for is provided for decently in our total social security program.

Mr. AIReEN: This is what I was getting at. There is a segment of the
population which this plan does not cover and it is this particular group we
have been talking about, that some other plan will have to be devised for their
assistance. Is that correct?

Mr. MorrOW: That is correct.

Mr. AIREN: In this connection, have you any views—it may be a delicate
question, but we have been talking around it—about the desirability of making
this plan into more of an old age security type of approach.

Mr. Morrow: We did not consider this because this plan has already been
drafted and this is a bill which is before the House of Commons. Therefore, in
our submission we looked at this on the merits of the bill and we have pointed
out where we see the gaps to exist, and our approach has been on this basis.

Mr. AIKEN: So you have accepted the bill as it is presented and are point-
ing out that these people do not benefit under it or benefit inadequately. I will
reserve my further comment for argument at a later stage, as I think the point
has been made adequately at the moment.

Mr. Basrorp: I also appreciate the Canadian Association of Social Workers
having come before us to give the benefit of their wisdow. I would like to
pursue some of the fascinating doors which have been opened, but rather than
do so I will ask one specific question. In your brief, at the end, you say in the
second last paragraph, you speak of a report on the effectiveness of the plan.
I would draw your attention specifically to clause 117 of the bill, dealing
with the position and duties of the Canada Pension Plan Advisory Committee.
I wonder whether this clause is sufficient for your purpose or whether you
would like to suggest changes in it, particularly in subclause 4, as to the duties
of the Advisory Committee.

Mr. Morrow: We deliberately phrased our recommendations in the way
in which we have. We feel that the advisory committee is responsible to advise
the department and the minister on the operation of the program, and that
the matter of a social audit or a five-year review is a different kind of function.
We made no specific suggestion, as I said earlier, as to how this five-year
review might be carried out. We see two different kinds of job. The advisory
committee is an on-going committee that gives advice on the operation of the
plan as it is. They may point out to the minister weaknesses in the service. On
the other hand, what we suggest is a social audit which would be presented
to Parliament in the form of a statement or a stocktaking as to how it is meeting
its social purpose. We feel that five years is the minimum basis on which any
reasonable assessment can be made.

Mr. BasrorD: I am wondering at the wording of the bill which, amongst
other things, is to consider “the adequacy of coverage and benefits under this
act”. Surely this would constitute a review as to whether it is adequate.

Mr. MorrOW: Adequacy cuts two ways.

Mr. Lyons: There is adequacy of the benefits and coverage, but a social
audit has a little broader perspective and asks how does it really fit into the
general framework of Canadians. Our suggestion is to review how it fits into
the larger picture, not just within the confines of the wording of the bill, not
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in terms of benefits and the number of people covered, but rather, does it
serve the social purpose. You will notice that the Canada Pension Plan White
Paper said:
All Canadians will be able to look forward to retiring in security
and with dignity.

That is quite an objective and we know already that the C.P.P. does not provide
this for all Canadians. Our stress has been ‘upon the other features that are
necessary, the other kinds of social security that are necessary. We indicate
that this must be looked at as part of a broader picture. When we talk about
social audit, wet alk about it not just within the confines of the act but its
general purpose within society.

Mr. Basrorp: You are not prepared to say quite specifically how this can
be done?

Mr. Lyons: It is quite evident that a body would have to be set up to do
this. A committee which is interested mainly in the financial audit is not neces-
sarily to be assumed as competent to do the social audit. Whether the committee
should be reconstituted to do both jobs or whether a new committee should
be set up, we think that the members are just as able as we are to make
recommendations on that point. We do not have a preference so long as the
objective is attained. j

Mr. Morrow: We see three alternatives to this proposal. One is a com-
mittee such as this, one is the advisory committee, one is a panel of experts.
There are merits and faults in each of the proposals and we go no further
than recognizing there are three ways in which this can be done.

Mr. BasrorDp: One alternative, as I understand it, if I may use the word,
is “to beef up” the advisory committee and more carefully instruct it as to
what should be done.

Mr. Morrow: That is one possibility.

Miss PrIiLporT: While we are on that point, in regard to the composition
of the advisory committee, which is to include employers, employees and the
public, we would assume that the public you are talking about would include
people with special competence and experience in conducting social audits.

Mr. Basrorp: Thank you.

Hon. Mr. DENIS: Do you speak French?

Mr. Morrow: Unfortunately, no. I am sorry.

Hon. Mr. DEN1s: I would like to ask a few questions in English. I would like
to know if most of your members are working without any salary, or on what
basis?

Mr. Morrow: We are a professionally employed group and our members
are working all across the country. Your deputy minister is one of our mem-
bers, and we are found everywhere.

Hon. Mr. DENIS: At the commencement of your brief you say you have
a membership of approximately 3,000 members. Are they all social workers?

Mr. Morrow: Yes, they are all professional social workers, and our mem-
bership, our people, all have university training at a school of social work
and are professionally employed somewhere in Canada.

Hon. Mr. DENIS: And presumably your work is mostly welfare for those
in need?

Mr. MorrOW: Yes.

Hon. Mr. DENis: I take note that your brief says, on page 3:

The legislation appears to be reasonably satisfactory as a retire-
ment plan for perhaps three quarters of the working population.
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So do you agree with me that a situation which is good for three quarters
of the population is a very good situation?

Mr. Morrow: Yes, we are positive it is, towards this program for the
group that it is going to serve.

Hon. Mr. DeN1S: It leaves only 25 per cent of the population which is not
covered?

Mr. Morrow: Yes. We will say there is a substantial group that is not
adequately provided for.

Hon. Mr. DENIS: About 25 per cent?

Mr. MorrOW: Yes.

Hon. Mr. DENis: And you will agree with me that that 25 per cent will
be partly covered by this piece of legislation if you come to the conclusion
that those 25 per cent of the population not covered by this particular bill is
partly covered by the old age security plan?

Mr. Morrow: Mr. Lyons would like to reply.

Mr. Lyons: I like your word “partly.” When you say “partly covered”
we could agree with you.

Hon. Mr. DENIS: Yes.

Mr. LyoNs: Our concern is that when this deals with the widows and the
disabled, there is a whole group of need there amongst those people which is
not met by this plan as well.

Hon. Mr. DENis: Then if I understand well, by this piece of legislation
three quarters of the population is well covered and the other 25 per cent is
partly covered. So all that is left is the part of those who are partly covered.
There is social security legislation in Canada for family allowances, pensions for
the blind, and then measures for disability pensions, workmen’s compensation,
unemployment insurance, needy widows, and the like. So that it does not mean
that this piece of legislation is all that the federal government has decided
to do; it might do something else in later years. However, at the start of your
remarks, Mr. Morrow, you said that it was one slice of a pie. Would you add
a couple of slices? There is only one slice, and the rest has not been touched
yet.

Mr. Morrow: There are other pieces in this pie, but this does not complete
the pie by any stretch of the imagination.

Hon. Mr. DENis: If you are professional workers, after this piece of legis-
lation is passed, if it is passed, you will have less work to do and do you sug-
gest that the government should get advice, information and the like? Do you
think you could do your part in that suggestion of yours that your association
might be looked to to give advice and information to the ppulation of Canada,
as far as this piece of legislation is concerned?

Mr. Morrow: Well, I think that we need to be clear. We are an employed
group. All of our members work for somebody.

Hon. Mr. Den1s: Yes.

Mr. Morrow: And so far as giving advice and counselling, and so on, we
hope that in large part, if funds are made available to provide this kind of
service, that members of our association will be employed in the appropriate
places to carry out this type of job.

Mr. Lyons: There are really two aspects, one of which we are competent
to do, and one which we are not. We are not competent or specially trained to
represent a person in the legal and technical aspects of this plan. People are
going to seek advice under this plan and they are going to bring along with
them a generalized problem. We do think that anybody who is counselling a
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client and acting on their behalf should be astute enough to recognize that
there are other problems concerning the Canada Pension Plan, or any deci-
sion about it, that they cannot solve for themselves, that they would be referred
to an appropriate service for their particular problem. I do not agree that we
are going to have less work at all. I can see that our work can be more pro-
ductive if we have less inhibitions, not that we will have less work.

Hon. Mr. Dents: I think it is a very good suggestion that people should
be aware of this new piece of legislation, and I think that the government when
this piece of legislation would be in operation, if it is passed—that in different
parts of Canada there will be officers who will be most happy to give all the
information.

Now for the last question. Did you suggest that there should not be any
exemption up to $600?

Mr. Morrow: No, we did not suggest that.

Hon. Mr. Denis: That is all, thank you very much.

The CHAIRMAN (Hon. Mrs. Fergusson): Are there any more questions
from the members? If not, on behalf of the committee I wish to thank Mr.
Morrow, Miss Philpott and Mr. Lyons for preparing this brief and appearing
before us, and giving us such a clear understanding of the matter contained in
the brief and also for your excellent answers to the questions put by members
of the committee.

I am sure the things you have told us and the ideas you have suggested
will be weighed very carefully by this committee when it is coming to its
decisions, and we thank you.

Mr. MuNro: Madam Chairman, I would like to make a motion along the
lines that you have mentioned. Before doing so, may I say that one of the
reasons for the excellent brief is that Miss Philpott had something to do with it.
I have learned that she is the daughter of the original founder, the first pastor
of Philpott’s Tabernacle, in Hamilton.

I am sure I speak on behalf of all the committee in expressing gratitude, as
the Chairman has done, for the excellent brief, and the help these representatives
have given us. )

Mr. LLoyp: Madam Chairman, I am happy to second the motion. May I make
a brief observation? Since I have been here for only a short time, I have an
increasing awareness that in government measures there is a constant reconciling
of a wide range of conflicting interests and concerns. I think your brief, coming
at this time helps us to put into proper perspective our responsibility in the
social welfare field, with due regard to the economics of our time, and consonant
with the technological changes, and the like; and I am deeply grateful.

—Motion carried.

The CHAIRMAN (Hon. Mrs. Fergusson): As I said at the beginning of the
.meeting, Dr. Clark has kindly consented to appear before us this morning to
conclude his evidence. Will you please come forward, Dr. Clark?

Mr. LLoyp: Madam Chairman, before Dr. Clark proceeds and the question-
ing commences, I would like to make a brief observation arising from my ques-
tioning last evening.

The CHAIRMAN (Hon. Mrs. Fergusson): All right, Mr. Lloyd.

Mr. Lroyp: In attempting to summarize the brief, Dr. Clark had made cer-
tain statements with relation to the net worth of self-employed people. I mis-
understood his application of the term, and this led to misunderstanding on my
part. I must say that on re-reading his brief in this sector he, with some clarity,
pointed to a problem with respect to the investment portion of income, and was
in effect trying in a constructive way to suggest a method of making allowance
for the investment portion of income of self-employed people.

PR
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I had the opportunity of discussing it with him this morning, and we both
agree, I think, Dr. Clark, it is not an easy thing to resolve, but that the invest-
ment element is there. Maybe the staff have come up with a reasonable answer
but, nevertheless, I do appreciate the fact more fully now. What you were at-
tempting to do was to draw attention to the investment element of self-employed
people in the way of income.

The CHAIRMAN (Hon. Mrs. Fergusson): Dr. Clark, I am sure all members
of the committee are very pleased you are able to conclude your evidence this
morning. As you know, I suppose from reading other reports of our proceedings,
the witnesses before this committee have given a concise summary of their briefs
and have answered questions regarding them. If you wish to add to your state-
ment to the committee, I suggest you limit your concluding remarks to not more
than 10 minutes, which will give the committee an opportunity to ask questions.

Dr. RoBerT M. CLARK, University of British Columbia: Madam Chairman.
I believe I can show that degree of restraint.

Thinking over the remarks I made last night, I wanted to come back just
for a moment to this suggestion on how one would compute the income of the
self-employed. This is in clause 10 of the bill I had suggested two possible ways
of doing it. I had suggested allowing a return on their capital. I think two addi-
tional comments need to be made. When I was talking about their net worth or
capital, I was talking about the book value and not the market value, because
I did not think it was feasible to have the market value taken. Assuming a man
has an income of $4,000 and a varying amount of capital, if he has no capital he
is not affected, but if he has capital of $5,000 his contributions would drop from
$122.40 a year to $111.60; in other words, $10.80 for every $5,000 of working
capital. The point would be reached where at capital of $56,667 he would make
no contribution to the program, though he had a net income of $4,000. If he had
a higher income, he could have a higher amount of capital and still not con-
tribute. I mentioned an alternative way of doing this was to assume some frac-
tion would be taken off that income, possibly the same fraction for all self-
employed people, possibly not. But, on this alternative, no matter how large the
amount of capital, a person would not be excluded from making a contribution.
These are two different ways of trying to put the self-employed and employees
on the same basis.

I had reached the end of my comments on the sections of the bill. I wanted
to refer very quickly to the matter of the different impact of the program on
different types of industry. I attempted to do this in two ways. I said this was
not in the least way a criticism of the bill. First of all, by taking labour costs
as a per cent of sales—and this is shown in the first chart, which is not numbered
by page, but the one appearing after page 25, and it shows a substantial dif-
ference there. The second chart attempts to show just how much range there is
within a category such as service, manufacturing or the like. I think it is quite
clear then that even although the coverage of this will include a very high
proportion of the labour force, the initial impact will be significantly different
from industry to industry, and even within broad categories of industry.

Lastly, on the relationship between Old Age Security, Old Age Assistance,
and the Canada Pension Plan, it seems to me that the majority of persons
aged 65 to 69 not working will take their Old Age Security at an actuarially
reduced rate, even without pressure from provincial governments to do so.
In these circumstances, it seems to me desirable that Old Age Assistance should
be payable, as it is in the United States, without any upward age limit at all.
An alternative way of doing the same thing is to have a broad category called
assistance in which you do not necessarily call it Old Age Assistance at all.

The entirely separate financing of Old Age Security and the Canada
Pension Plan makes it far more difficult for the public and legislators alike to
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understand what is the combined cost impact, not only in total dollars but in
terms of dollars per individual family. It seems to me that the chief actuary
in making his studies, which he is required to do under the bill, should be
required also, not only at the start but in considering future amendments to
benefits, to show the combined cost with Old Age Security put on a common
denominator, so that one can see exactly what is involved. It is also important
if we realize that in 1975 contributions as well as benefits for Old Age Security
will be very much greater than corresponding contributions and benefits of
the Canada Pension Plan. It would also seem to me—and I have not included
this in the brief—that it would be useful for the advisory committee—and I
would suggest it would be appropriate to amend the bill in this respect—to
have to consider not only the Canada Pension Plan, but also Old Age Security.
They are so related that it seems to me when the committee is considering the
one it should consider the other as well. The chief actuary should be required
to provide estimates to Parliament not only when the Canada Pension Plan
is being amended but also when the Old Age Security is being amended.

I do regret very much that Old Age Security and the Canada Pension Plan
are financed on a different basis. It would certainly be much more preferable
if the same basis, perhaps with some modifications, could be used to finance
both. Thank you very much, Madam Chairman. Now I am prepared to attempt
to answer any questions that might be asked.

The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much, Dr. Clark.
Mr. Aiken has indicated he would like to ask you some questions.

Mr. Aixken: Dr. Clark, Mr. Anderson, who was one of our previous wit-
nesses, indicated he would like to see two separate funds for the Canada Pen-
sion Plan, one for the pensioners themselves and one for related benefits. This
is a question that also came up in connection with another witness who felt
that the two should be separated for the purposes of administration. Have you
any remarks or comments to make on this proposition?

Dr. CrLarx: With reluctance, I find myself disagreeing with my favourite
genius, Mr. Anderson. His analysis starts off with what he terms ‘high grading”
and deals with the question of “windfalls.” These windfalls are going to be
provided for individuals under the plan, whether they come from the employer’s
contribution or from the employee’s. This does not affect the substance. As he
himself said, it is a question of form, not of substance. I prefer to see these
together in Canada, because I think it highly desirable to retain a parity of
contributions, substantially, between employers and employees. The effect of
his proposal would be that the proportion of the plan to be financed, in the
first instance, by employers, would progressively rise until it was about twice
that of the levy on employees. As a general proposition, from my philosophy
of public finance, I prefer taxation to be levied on people where they can see
it, rather than to be concealed in the prices of products they buy. Therefore,
it seems to me to be no advantage, in fact a positive disadvantage, to go at it
in this way. There are certain advantages to his proposals, but, on balance,
I prefer to keep it together, as is done in the United Kingdom, for instance, and
the United States.

Mr. CanTELON: I suppose this would be part of the reason why in clause
1(10) you suggest the program be required to be self-supporting?

Dr. CrLarg: Wes, Mr. Cantelon. I said last night I think there is a real
political risk, if you like, that, because so much of the burden for providing
increased pensions can be passed on to future generations, in the sense they
will have to pay higher rates for the same level of benefits, this part of wel-
fare may be over-expanded in relation to other parts. The requirement that
the program be made self-supporting helps ensure this would not happen. Also
psychologically it has a great deal to commend it from the viewpoint of people
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contributing to it, to feel it is a program that Canadian people are carrying
for themselves, through direct contributions.

Mr. CANTELON: You are not, however, opposed to the idea of part of the
plan, shall I say, subsidizing—I do not like that word—providing “windfalls”
for another part to cover it?

Dr. CLARK: This really comes under two parts. Any social insurance plan
involves some internal or cross-subsidies. I certainly do not object to those in
principle, for instance they all have subsidies from the single to the married
person. This is common to all social insurance programs that I know of. I think
this is reasonable. I am objecting to the extent of the internal subsidies here
which go in dollar terms to those earning $5,000 and up as compared with
others.

Mr. AIREN: Madam Chairman, I have another question on another matter.

The CHAIRMAN (Hon. Mrs. Fergusson): All right, Mr. Aiken.

Mr. AIRKEN: Mr. Myers from the U.S. social security, O.A.S.D.I,, I suppose
I should say, was before the committee and he suggested that as a result of the
coming into force of the O.A.S.D.I. some years ago in 1937 that the sale of
private pension plans in the United States increased.

Are you able to tell us whether, having studied both plans, this would
have a similar effect in Canada as a result of bringing in the Canada Pension
Plan?

Dr. Crark: I believe, Mr. Aiken, from reading the evidence that was
presented, that Mr. Myers did not make the statement you have referred to.
Rather he said that he thought the proportion of employees covered under
private pension plans in the United States would be about the same as the
proporion in Canada.

Now, we don’t have precise statistics for all of the country on this, but in
fact what evidence we have says that for the United States it is between 30
and 33 per cent and for Canada it seems quite clear it is appreciably higher;
how much higher we don’t know.

We do have these facts. The Dominion Bureau of Statistics brought out a
study in 1960 and that showed 4,520 plans in Ontario alone and about 9,000 in
the country as a whole. They were not able to get data on every pension
plan. The Pension Commission which was set up under Ontario legislation
had already recorded 7,518 plans in Ontario alone as of April, 1964. Now, that
represented a 67 per cent increase in number of plans since 1960 but I don’t
think the actual increase was that much. I think that the original survey did
not perhaps get all the information still it was a very substantial increase.
If we look at the statistics of the Dominion Bureau of Statistics for the years
1960 to 1963, they show an increase of 34 percent in the number of plans and
employer pensions. The number of employees covered by these plans increased
19 per cent while the civil labour force was growing by 5 per cent.

Now, in Ontario 44 per cent of paid employees are covered according to
the statement of last April. I would not think it was quite as high for the rest
of the country, but probably they are not greatly behind. You might think
that for the country as a whole, I suppose, it would be perhaps of the order
of 40 per cent as compared with 44 per cent in Ontario, and this is compared
with the 30 to 33% in the United States.

Mr. AIKEN: Would you think this rather noticeable increase had some-
thing to do with the increase in discussions of pensions arising from the Ontario
legislation for portable pensions and discussions of a general Canadian pension
plan?

Dr. Crark: I think yes.

Mr. AIKEN: Thank you.



1588 JOINT COMMITTEE

The CHAIRMAN (Hon. Mrs. Fergusson): Have you finished, Mr. Aiken?
Mr. AIKEN: Yes.
The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Francis.

Mr. Francis: Madam Chairman, this morning Professor Clark said, if
I understood him correctly, that he would like to see both the Canada
Pension Plan and the old age security financed on the same basis. Which
would he prefer to see, the present basis of the old age security or the pro-
posed basis of the Canada Pension Plan of the bill before us?

Mr. KNowLEs: Or something else.
Mr. Francis: Yes, or something else, Professor Clark.

Dr. CrLark: I have never liked the basis for financing old age security,
Mr. Francis. It has always seemed to me illogical. I see no justification for
having a corporation income tax to finance part of it. The effect of this is
that there is a substantial proportion of employers who are either corpora-
tions which lose money, or are not corporations, and make no direct con-
tributions in any way. The proportion of corporations losing money each year
has been over 40 per cent according to Taxation Statistics for a few years.

Now, if employers have an obligation to contribute toward the support
of employees in retirement, surely this is an obligation which rests on all
employers and not just on those who are (a) corporations and (b) making
a profit.

Therefore, I prefer in principle the levy which is in the Canada Pension
Plan as far as employers are concerned. As far as the sales tax is concerned,
and the personal income tax, I would prefer actually it if a basis such as
we now have in Bill C-136 was used to finance both. If you were doing this,
it might very well be that you would want to change the exemptions. I am
not just sure how you would adjust the rates.

I think there is a fundamental difficulty in doing this, and that is that
the Quebec Government has its own plan and its own way of raising revenue.
This seems to me a major obstacle to get the two programs financed on the
same basis, unless the Federal Government were prepared to say to the
Government of Quebec: “You pay the Old Age Security pension as well.”
And I can well understand why the Federal Government would not want
to take that position.

This is what creates some of the difficulties in dealing with this.

Mr. Francis: I am not sure, Professor Clark, but I think we all under-
stand some of the problems. However, I gather you feel that the present
proposed financing, generally speaking, of the Canada Pension Plan is good.
You approve it in so far as you feel you can. Your criticism is more directed
to the financing of old age security than to the proposals of the Canada
Pension Plan. Is that a fair summary?

Dr. CrLark: Yes, that is entirely fair. If I might just add one comment
that I had meant to make earlier, and it is really not in relation to your
question. In terms of amending the Old Age Security for the future, I think
that there is a very strong case, when this is increased, for not giving double
the increase to the married couple that is given to the single person.

I pointed out in an article a few years ago that in an analysis of some
26 countries there is only one other country—and these 26 are countries
in the western world with which we commonly make comparisons—where
the husband and wife get double the pension of the single person. In most
countries the additional pension, when you have two, is between 45 and 65
per cent of the single person’s benefit.

Now, while two, of course, cannot live as cheaply as one—the song-
writers notwithstanding—the cost is not twice as great. I realize that the
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only feasible time to make such a change is when a pension is being in-
creased, but this problem was faced in Great Britain, by the Labour Party
as a matter of fact, and was met without substantial difficulty. But this would
certainly, I think, do a good deal in places where the cost of living is relatively
high. It would be of more help to the individual who is alone.

Mr. Francis: Professor Clark, at the risk of being a little repetitive,
which I hope I am not, I have been reading through your brief and I note
that on page 5 the following statement is made as a general principle:

The distribution of the cost of pensions under a government pension
program should be as equitable as possible between successive genera-
tions.

This principle would suggest to me that the fairly high degree of funding
in the plan is the logical extension and development of this principle. Yet, I
gather that on the whole you do not think there should be any more extensive
funding than is proposed in the Canada Pension Plan. Is that right?

Dr. CrarRk: I made no comment about the extending of funding at all,
Mr. Francis, in putting forth the first preliminary part of my brief. In the
alternative I had in mind this would simply be a modification of Old Age
Security which would not require any more funding than making the pro-
gram self-sufficient. You may recall it was the original intention in putting
through Old Age Security to earmark the separate taxes so that the pro-
gram, as Mr. Abbott said, would be self-supporting. My view is that that
program should be self-supporting just as I think the Canada Pension Plan
should be self-supporting.

Mr. Francis: Do you mean self-supporting on a pay-as-you-go basis?

Dr. CLARK: Self-supporting without contributions from the general revenue
to pull the program out of trouble when it is short of funds.

Mr. Francis: On a pay-as-you-go basis?

Dr. CrAgrk: For the type of Old Age Security program with graduated pay-
ments by age, yes. You would not need to build up more than what you might
call a contingency reserve.

Mr. Francis: But to the extent that you advocate, it should be as equitable
as possible as between successive generations? The two are contradictory to
an extent?

Dr. CrLagrk: I think there is a difference between providing for graduated
benefits in this respect, and providing flat benefits, or benefits graduated by
age. If you think of a program with benefits that are either flat or graduated
by age along the lines I have suggested, then this is stable in the sense that
it would take approximately the same percentage of earnings, or whatever
other yardstick you use, to finance the program decade after decade as far
as you can see into the future, with possible slight changes as life expectancy
increases, the latter ‘would add somewhat to the cost of benefits. Now, on the
other hand, where you have a program in which the benefits are graduated
in relation to age, and you put in indexing such as there is here you would
expect—and I think the actuary’s report bears this out—that the rate of con-
tributions has to rise over a period of time in order to pay for the benefits.
The result is that a current generation of beneficiaries will receive benefits at
a lower cost than it would take to provide identical benefits for subsequent
generations.

Mr. Francis: It seems to me that the choice before us is either stability of
rates for a projected period, in which case we must fund certainly during the
period of maturity, or go on a pay-as-you-go basis, in which case the rates
will change. This is our choice, is it not?
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Dr. CLARK: In an earnings-related program, yes, I would say that is true,
although there are different degrees of funding. Nobody has advocated full
funding, but—

Mr. Francis: Do you approve in general of the proposed funding arrange-
ments in the bill before us?

Dr. CrLaArk: I think I do, in this sense that I do not feel that the reserves
are going to be excessively large, and will not create any serious problems in
the first 20 years. I am concerned that the program be maintained as self-
supporting thereafter, and I would like to see a degree of funding whereby
interest earnings on the fund would provide something of the order of 10
per cent of the revenues. Now, that has to be compared with the figure under
the present American program, as Mr. Myers said in his evidence, of about 15
per cent as to what will ultimately happen. This compares with about 5 to
6 per cent if the advice of the recent Advisory Council is accepted. So, I am
saying something of the order of about 10 per cent would be my preference
in the long run.

Mr. Francis: Thank you. I have one last question which is a general
kind, and one that I have put to many witnesses. Do you not agree that in
Canada there will always be—I think you have a paragraph in your brief
dealing with it—a requirement for individual case work and services and
supplementation based upon individual circumstances? This is the general role
that has been traditionally assigned to social assistance, but there is a limit
in terms of how far any country can provide adequate benefits on an integrated
package on flat rate universal benefits and social insurance without having
social assistance.

Dr. CraARk: In the general bland way in which you put that question,
Mr. Francis, I am happy to agree.

Mr. Francis: Well, I would like to get beyond the bland statement,
Professor Clark, because I do think our responsbiility here is to be satisfied.
I am not being facetious. I feel that the presentations before us have failed
to recognize this fact. I do not think any country can escape the need for good
welfare services and supplementation based upon case work.

Dr. Cruark: I think it would be a very reactionary step, in my judgment,
if we reach the point where we say that we have to do away with programs
that are based on need. There will always be a place for these programs for
people who, for one reason or another, do not qualify for benefits under other
types of legislation. I fully agree with that.

Mr. AIxen: I have a supplementary question, Dr. Clark. This is not one
of such programs that are based on need?

Dr. CLArk: That is correct.
The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Knowles?

Mr. KNOowWLES: Professor Clark, despite Mr. Francis’ questions and your
answers to them, I think I would like to ask a question in the same field,
the only difference being that I am speaking to the question of inter-generation
subsidization without being involved in the question of funding. If I interpret
your position correctly, one of the things that makes you unhappy about the
Canada Pension Plan is that it is based on the principle of inter-generation
subsidization, but is it not a fact that Old Age Security does precisely that?
Is it not a case of where we, who are workers today, are providing the main
portion of the pensions that those on old age security are now receiving?
I say ‘“the main portion” because they through their sales tax payments are
providing some as well. Is it not also a fact that when we reach old age the
generation of workers of that day will pay the main portion of our old age
security pensions?
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Dr. CraArk: There are two points here, Mr. Knowles. The first is, as you
have accurately stated it, that if you think of the resources used to pay for
food, clothing, and so on, these ar