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SECOND AND FINAL REPORT

PREFACE

On the 30th of March, 1950, the House of Commons passed the following
Resolution: .

Resolved, That a joint committee of both Houses of Parliament
be appointed to examine and study the operation and effects of exist-
ing legislation of the Parliament of Canada and of the several pro-
vincial legislatures with respect to old age security; similar legisla-
tion in other countries; possible alternative measures of old age
security for Canada, with or without a means test for beneficiaries,
including plans based on contributory insurance principles; the prob-
able cost thereof and possible methods of providing therefor; the consti-
tutional and financial adjustments, if any, required for the effective
operations of such plans, and other related matters:

That 28 Members of the House of Commons, to be designated by
the House at a later date, be members of the joint committee on the
part of this House, and that Standing Order 65 of the House of Commons
be suspended in relation thereto;

That the committee have power to appoint, from among its mem-
bers, such sub-committees as may be deemed advisable or necessary;
to call for persons, papers and records; to sit while the House is sitting,
and to report from time to time;

That the committee have power to print such papers and evidence
from day to day as may be ordered by the committee for the use of
the committee and of Parliament, and that Standing Order 64 of the
House of Commons be suspended in relation thereto;

And that a Message be sent to the Senate requesting that House to
unite with this House for the 'above purpose and to select, if the
Senate deems advisable, some of its members to act on the proposed
joint committee.

By order of the House of the same date, the following members were
appointed to act on the Committee on behalf of the House of Commons:

Messrs. Ashbourne, Benidickson, Beyerstein, Blair, Brooks, Brown
(Essex West), Corry, Coté (Verdun-La Salle),. Courtemanche, Croll,
Diefenbaker, Ferrie, Fleming, Gingues, Homuth, Knowles, Laing, Lesage,
Maclnnis, Macnaughton, Picard, Pinard, Richard (Gloucester),
Robertson, Shaw, Smith (Queens-Shelburne), Weaver and -Welbourn.

On the 31st of March, 1950, the following Resolution was adopted in the
Senate:

That the Senate do unite with the House of Commons in the
appointment of a Joint Committee of both Houses of Parliament to
examine and study the operation and effects of existing legislation of

1



2 REPORT OF THE JOINT COMMITTEE

the Parliament of Canada and of the several provincial legislatures
with respect to old age security; similar legislation in other countries;
possible alternative measures of old age security for Canada, with or
without a means test for beneficiaries, including plans based on con-
tributory insurance principles; the probable cost thereof and possible
methods of providing therefor; the constitutional and financial adjust-
ments, if any, required for the effective operations of such plans, and
other related matters. :

That the following Senators be appointed to act on behalf of the
Senate on the said Joint Committee, namely, the Honourable Senators
Burke, Doone, Fallis, Farquhar, Ferland, Horner, Hurtubise, King,
Leger, Moraud, Stevenson, and Vaillancourt.

That the Committee have power to appoint, from among its mem-
bers such sub-committees as may be deemed advisable or necessary;
to send for persons, papers and records; to sit during sittings and adjourn-
ments of the Senate, and to report from time to time.

That the Committee have power to print such papers and evidence
from day to day as it may order for the use of the Committee and of
Parliament, and that Rule 100 of the Senate be suspended in relation
thereto.

That a Message be sent to the House of Commons to inform that
House accordingly.

The original membership of the Committee was changed on April 19th
by the substitution of Mr. C. A. D. Cannon, M.P., for Mr. M. Gingues, M. P,
and on April 27th, by substituting the Honourable Senator J. G. Fogo for the
Honourable Senator J. J. Stevenson, and on May 25th by substituting Mr. J.
W. Noseworthy, M.P., for Mr. A. MacInnis, M.P.

With the death of the Honourable Senator Antoine J. Leger on April 7,
the Committee suffered the loss of a distinguished and experienced colleague
who would have rendered valuable assistance had he been spared to participate
in its enquiries and deliberations.

On April 4 the Committee adopted the recommendations of its Steering
Committee with respect to procedure and agenda for future meetings. Due to
the impending Easter recess of Parliament, the Committee then adjourned
until April 18, from which date its enquiries continued without relaxation until
June 2, when it held its last public hearing. Thereafter, it sat almost daily until
June 23 while drawing up its report.

In the course of its deliberations the Committee received assistance from a
number of officials of the Department of National Health and Welfare. The
Deputy Minister of National Welfare acted as a technical adviser to the Com-
mittee and gave evidence on the old age pension program in Canada and the
provisions for old age income security in other countries. He was assisted by
the Director of Old Age Pensions, and by the Director of Research who also
acted as the research adviser to the Committee. The Research Division of the
Department submitted documentation on legislation in other countries, provided
research assistance to the Committee during its hearings and under the direction
of the Committee prepared a draft summary of the evidence for the factual part
of the Committee’s report. The Departmental Secretary and her staff carried
out a number of secretarial duties for the Committee.

.Assistance was also received from the Departments of Finance, Labour,
Justice and Veterans Affairs. The Director of the Economic Poliey Division,
Department of Finance, gave testimony and provided technical assistance on
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financials matters. Briefs and tstimony were presented by the Parliamentary
Assistant of the Department of Veterans Affairs, the Chairman of the War
Veterans Allowances Board, the Deputy Minister of Labour and the Deputy
Minister of Justice. The valuable assistance of the Clerk of the Committee and
his staff greatly facilitated the work of the Committee.

The Committee reports that it gave careful study to the operation and
effects of the existing old age pension program in Canada and reviewed the
present provisions for old age income security in Australia, New Zealand, Den-
mark, Sweden, the United States, Great Britain, France and Switzerland.

In considering possible alternative measures for old age security in Canada,
the Committee gave special attention to representations received from provincial
governments, from representatives of agricultural, labour, business and welfare
organizations and from a number of well-known authorities in various aspects
of social security.

The Committee reviewed financial and constitutional aspects of old age
security and studied the relationship of old age security to other federal pro-
grams, such as war veterans allowances, unemployment, insurance, government
annuities, and the housing program under the National Housing Act.

In addition to the oral evidence, written submissions which were received
from seven provinces and from twenty-two associations or individuals are
incorporated in the Committee’s printed record of proceedings and evidence,
amounting to over 1,300 pages. Hundreds of other representations were received
in informal letters. In all, the Committee held fifty-two sittings: thirty-eight
for public hearings and fourteen in private sessions.

A copy of the Committee’s minutes of Proceedings and Evidence is tabled
herewith.



'“wr
£y m

A O

HEe st O ANy !M'JL;'V@
£ g »..'»...:.'..‘..'.'v .g‘u‘u.,", il n'(“‘

RIS et T TR BT l f‘urd‘i gh'«?‘»

R A N, Lol —M;-‘-(, 4 .,A-g,u:’! V,«U ﬁ#‘..*.

r - =
pt 900 WA AWy ‘“"‘1.', W



CHAPTER I

OLD AGE SECURITY IN CANADA

1. THE OLD AGE PENSION PROGRAM

The question of old age pensions first began to attract considerable attention
in the House of Commons during the session of 1906-07. The first legislative
action of the Canadian Parliament in this field was passage of the Government
Annuities Act in 1908. There followed a series of committees which studied
the problems of the aged. In 1924 a special committee of the House recommended
that an old age pension system be established for indigent persons aged 70 and
over; that the pensions be payable to British subjects of at least 20 years’
residence; that the maximum rate be $20 a month and that one-half the cost be
borne by the federal government. These resolutions were submitted to the
provincial governments in 1925, and were then embodied in a federal bill which
was introduced and passed by the House in 1926, but was rejected by the Senate.
én 1927 the same bill was re-introduced and was passed by both the House and

enate.

The 1927 Old Age Pensions Act

The Act offered federal grants-in-aid to any provinee which would pass
enabling legislation and sign an agreement with the federal government for the
payment of old age pensions. Under such an agreement, administration, includ-
ing payment of the pension itself, was left in the hands of the provincial govern-
ment,

The Act authorized the federal government to reimburse the province for
50 per cent of a pension paid to any British subject 70 years of age or over who
had resided in Canada for 20 years, and in the province in which application was
made for five years; was not an Indian as defined by the Indian Act; was not in
receipt of an annual income of as much as $365; and had not made a voluntary
assignment or transfer of property for the purpose of qualifying for pension.
The maximum pension payable was $240 annually, which was reduced by the
amount of other income in excess of $125 annually. The Act authorized the
Governor-in-Council to provide by regulation for certain administrative pro-
cedures, and to establish an interprovincial board to interpret and recommend
alterations in the regulations.

Changes in the Act and Regulations

The legislation of 1927 remains as the principal basis of the present old
age pensions legislation in Canada, but numerous changes in the Act and regula-
tions have been made in the intervening years. Changes in the federal act
can be made effective within a province only through new agreements signed
by the provincial government. An existing agreement can be terminated by a
province at any time through repeal of its enabling legislation, but eannot be

5



6 REPORT OF THE JOINT COMMITTEE

terminated unilaterally by the federal government without ten years’ notice.l
Changes in federal regulations, based upon decisions reached in meetings of the
Interprovincial Old Age Pensions Board, are not effective in any province unless
they are first specifically approved by provincial order in council. Thus, at
every stage, the provinces are protected from unilateral action by the federal
government, and the principle of mutual consent applies throughout.

Development of the Program Since 1927

The province of British Columbia was the first to pass enabling legislation.
Pensions have been payable in the provinces and territories since the following
dates:

British Columbia, September, 1927;
Saskatchewan, May, 1928;
Manitoba, September, 1928;
Northwest Territories, January, 1929,
Alberta, August, 1929;

Ontario, November, 1929;

Prince Edward Island, July, 1933;
Nova Scotia, March, 1934;

New Brunswick, July, 1936;
Quebec, August, 1936;

Yukon, April, 1949;

Newfoundland, April, 1949;

In 1931 the Old Age Pensions Act was amended to increase the federal
share of pension payments from 50 per cent to 75 per cent. This action eased the
financial burden on the provinces and, during the depression period, was helpful
in facilitating the entry of some provinces into the program. Under the 1947
amendments, the provincial residence requirement was eliminated.

The maximum annual pension for a single person, which was set at $240 in
1927, was increased to $300 in 1943, to $360 in 1947, and to $480 in 1949.
Maximum allowable income (including pension) for a single person was increased
from $365 in 1927, to $425 in 1944, and to $600 in 1947. While the maximum
annual pension in 1949 is double that provided in 1927, the allowable income,
excluding pension, has decreased slightly. Evidence was presented to the
Committee showing that the several upward adjustments of the pension rate
have kept pace with the general rise in prices over the period.

Pensions to blind persons aged 40 and over were provided under the Old
Age Pensions Act by an amendment in 1937; in 1947 the eligible age was
reduced to 21 years. ;

Since 1936 there has been a twofold increase in the number of pensioners
and a fourfold increase in cost. In March, 1950, there were about 282,500
persons! receiving old age pensions, representing abeut 43 per cent of all persons
aged 70 and over. For the fiscal year ending March 31, 1950, the federal share
of pension costs is estimated at $90 million, and the provineial share at $30
million.? Table I shows the increase in the number of pensioners and in the
amount of federal and provincial expenditures, from the fiscal year ending
March 31, 1937, the vear in which the program first became effective in all
provinces except Newfoundland and Yukon, up to March 31, 1950.

! Section 4 of the Old Age Pensions Act reads as follows: Bvery agreement made pursuant
to this Act shall continue in force so long as the provincial statute remains in operation or
until after the expiration of ten years from the date upon which notice of an intention to
determine, the agreement is given by the Governor General to the Lieutenant-Governor of-the
province with which the same wa& made.

2The figures of cost and case load given here exclude the blind.
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TABLE 1

NUMBER OF PENSIONERS, AND FEDERAL AND PROVINCIAL EXPENDITURES,
1936-37 TO 1949-50

Number Expenditures
Year ended March 31 of ke
Pensioners Federal Provincial
($ million) ($ million)
146, 524 21-1 7-0
175,673 28-5 9-5
181,514 28-3 9-4
186,035 29-1 9.7
185,946 28-9 9-6
185,922 28:5 9:5
183, 601 28-9 9:6
181,384 32-2 10-7
187,512 39-5 13:2
196, 941 41-3 13-8
209, 029 43-8 14-6
229,158 57-0 19:0
251,865 64-2 21-4
282,584 89-7 29-9

Provincial Supplementation and Health Services

Since 1942, certain provinces have paid supplementary allowances to the
recipients of old age pensions; some of these allowances were discontinued as
the maximum pension available under the federal Act was increased. At
present, supplementary allowances are provided by three provinces: $10 a
month by British Columbia and Alberta, and up to $2.50 a month by Saskat-
chewan. A supplementary allowance of $10 monthly is also paid in the Yukon.

Hospital and medical care and allied health services have been made
available to old age pensioners in some provinces. Medical services are provided
without cost to pensioners in Alberta, British Columbia, Nova Scotia, Ontario,
and Saskatchewan, but there is considerable variation between provinces in the
extent of care provided. In Manitoba, a municipality may provide medical
care for pensioners and claim partial reimbursement from the province. Hospital
services are provided without cost to pensioners in Alberta, British Columbia
and Saskatchewan. In cottage hospital areas in Newfoundland, a prepaid
hospital and medical care scheme is available; elsewhere in Newfoundland and
in other provinces, pensioners may receive the hospital and medical care
ordinarily available for persons unable to pay. -

Operation of the Program

; Administrative responsibility for the old age pensions program is vested in
the province, where a Board or Commission acts as the pension authority.
Federal aspects are administered by the Old Age Pensions Division of the
Department of National Health and Welfare.

The federal authority examines each case individually as a part of its audit
procedure, in order to ensure that pension payments are being made in accord-
ance with the federal-provincial agreement. Beyond this funetion, federal
jurisdiction in the operation of the program is limited. For example, the
federal authority may not order the payment or increase of a pension not
authorized by the province; however, it may refuse to reimburse a province for
individual pension claims that do not meet federal legislative requirements.
The federal authority does not deal with those applications which have been
rejected by the provinces and, although it may bring complaints on individual
cases to-the attention of the provincial pension authorities, the power to take
remedial action in any individual case rests entirely with the province.
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General principles concerning methods of calculating income for pension
purposes are written into the federal Act and regulations. Current income, with
certain specific exceptions, is assessed at its actual value, as determined by the
provincial pension authority. Real property is' assessed by the provincial
authorities in accordance with general principles laid down in the federal
regulations.

The value of accumulated personal property of the pensioner must be
calculated, on the basis of Canadian government annuity rates, as though
invested in a government annuity at age 70. The calculation is made at the
time of application, and the resultant amount continues to be’ calculated as part
of the annual income, no matter what disposition of liquid assets is subse-
quently made. If, however, personal property is used for the payment of medical,
nursing or hospital accounts, or for living expenses of the pensioner while not
in receipt of pension, the annuity value may be recalculated. While the annuity
calculation is a federal requirement, and is uniform for all provinces, some
variation among individual cases has resulted from the 1948 increase in
annuity rates. The new provisions are more favourable to old age pensioners,
but only those pensions which have been awarded or revised since 1948 are
calculated on the basis of the new rates.

The detailed administration of the means test is left to the provinces. The
pensioner must make an annual statement of income to the provincial pension
authority, which reviews each pension once a year. The considerable variation
in the application of the means test in the various provinces is illustrated below.

(i) Income from real property. The federal regulations require that the
provincial pension authorities shall consider as income an amount
equal to the fair rental value of the property, from which expenses
may, however, be deducted. British Columbia, Manitoba and Alberta
take 5 per cent of the assessed value of the property, less encumbrances.
Quebec follows the same procedure for property where the equity is
less than $3,000, but employs graded rates if the equity is over $3,000.
Ontario takes 4 per cent of the assessed value, whether encumbered
or not. Nova Scotia and Newfoundland take a flat amount of $60 a
year for a single pensioner and $120 for a married couple. Saskat-
chewan uses a graded scale, running from $60, where the equity in
property is less than $1,000, to $180 where the equity is $3,000 or more.
These variations in assessing fair rental value should however be
considered in the light of different levels of property values and assess-
ments in various provinces.

(ii) Free board and lodging. In determining the amount of pension, each
provincial pension authority is required by federal regulations to
take into account, with certain stated exceptions, the value of all
income received by the applicant whether in cash or in kind. Where
a single pensicner receives free board and lodging, his annual allow-
able income including pension is reduced by $125 in Manitoba, $180
in Alberta, British Columbia and Saskatchewan, $200 in Prince
Edward Tsland, $210 or less in Nova Scotia, $210 in New Brunswick,
$240 in Newfoundland, $300 in Ontario, $330 in Quebec and $360 in the
Yukon. In general, the amounts, vshlch are set in each case by the
provineial pension authority, appear to be below the actual current
values of board and lodging.

(iii) Boarding house operations. The calculation of income derived from
board and lodging paid to a pensioner as the operator of a boarding
or rooming house varies from province to province. ~When adult
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sons and daughters live with their aged parents, and contribute from
their wages to the cost of food and household maintenance, the prov-
inces calculate in different ways the effect of these factors on the
allowable income of a pensioner.

(iv) Base year. When selecting a base year to be used in calculating
allowable income, some provinces choose the calendar year; others
choose a base year which commences with the month in which pension
is first received. If a pensioner becomes employed, and goes off pen-
sion temporarily, some provinces deduct income earned during this
period from total allowable income, calculated according to the base
year chosen. Other provinces, however, disregard income during a
period of temporary employment, and create a new base year starting
from the month when the person returns to the pension rolls.

(v) Recoveries from estates. Although each provincial pension authority
is required to make recoveries from the estates of deceased pensioners,
the federal act provides that claim must be waived where the estate
passes to another pensioner, or to a person who has made a ‘“reason-
able” contribution to the support of the pensioner. Also, at the
discretion of the province, claims against the first $2,000 of any
estate may be waived, a procedure which most of the provinces have
followed. Despite widespread fears and misconceptions on the part of
pensioners and applicants, the number of claims actually lodged and
the amounts recovered are very small. For the fiscal year 1949-50
the amount was one-half of one per cent of all pension payments.
In Quebee, Manitoba, Saskatchewan and Prince Edward Island, the
province secures its claim by placing liens on the real property of
pensioners, as a means of preventing an estate from passing entirely
to a person who has not contributed in any way to the support of
the pensioner. In the other provinces, the practice of placing liens
on real property has been discontinued.

. For Canada as a whole, the proportion of persons aged 70 and over who
are receiving pensions has remained substantially the same, except for a drop
during the war, since the early years of the program. In Ontario and the three
Prairie Provinces, the proportions were lower in 1949 than in 1938.

In the last few years trends have shown considerable regional variation.
The proportion of persons aged 70 and over and in receipt of pension has
remained fairly constant in the Prairie Provinces where the level of economic
conditions, and especially of farm revenue, has been maintained since the war.
In the Maritime Provinces, on the other hand, economic conditions have been
less favourable, and the proportion of pensioners has risen.

At the present time there is wide variation between- different provinces in
the extent of participation in the program. In March, 1950, 76:3 per cent
of persons 70 years of age and over in Newfoundland were receiving full or
partial pensions, as contrasted to only 34:1 per cent in Ontario. Table II
below shows this variation and indicates that the proportion of pensioners is
highest in Newfoundland, with New Brunswick, Nova Scotia, Quebec and
Prince Edward Island, following in the order named. It is of interest to note
that the provinces with the lowest per capita personal income are those with
highest percentage participation. Also, in the two provinces, Ontario and
British Columbia, where the proportion of persons 70 and over receiving pension
is lowest, the per capita personal income is highest. In general, therefore, it would
appear that under present legislation the burden of old age pension costs in
Canada falls most heavily on those provinces least able to support it.
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Except for the Northwest Territories and the Yukon, where there are very
few pensioners, and Newfoundland where the maximum pension of $30 per
month?! was lower than in the rest of Canada, the average pension in March 1950
varied from $34.36 in Prince Edward Island to $38.44 in Manitoba. Although
this is a comparatively narrow range, it may be significant that the average
pension payable in the Maritime Provinces is lower than in the rest of Canada.
Other things being equal, it might be expected that in those provinces with
higher per capita personal income, the average pension payable, as well as the
percentage of pensioners receiving the maximum, would be lower than in those
provinces where economiec conditions are less favourable. However, since it
appears from Table II that the reverse is the case, it seems difficult to escape the
conclusion that the main reason for the small proportion of pensioners receiving
the maximum in certain provinces is attributable to differences in the manner
in which the pension authorities apply the means testing procedures.

TABLE II
NuMmBER oF PENSIONERS, AVERAGE MonTHLY PENsioN, PEr CeEnT RECEIVING Maxmmum PEeNsioN,

Per CeENT oF PoruraTioON AGE 70 AND OVER IN RECEIPT OF PENSION, MARCH, 1950, AND PERSONAL
IncoME PER Carrta 1948, BY PROVINCE

Average Per cent Per cent ;
Number Monthly Receiving Population Personal
of Pension Maxi- Age 70 and | Income per
Province Pensioners March 1950 mum Over on Capita,
March 1950 (Maximum Pension Pension 19482
$40) March 19501
Newfoundland................ 10,296 $29.473 94.43 v (Ao e o o RS
Prince Edward Island......... 2,976 34-36 35-5 45-1 $548
Nova: Bootia. o3: 0l i iiatina s, 19,966 35-41 46-5 57-4 682
New Brunswick............... 16,231 S 3822 583 715 636
Quebeo <. oel Bl B Ve 69,017 37-73 82-5 49.3 784
Ontario., ', v o da Sulie Tl 85,100 38-06 77-7 34-1 1,075
v oyl PARdal i s 16,868 38-44 81-1 43-4 946
Saskatchewan................. 16, 566 37-30 53-4 42.0 932
Alberts. . ... ol Sl EEEE 16,445 37-90 77-9 43.5 998
British Columbia............. 28,988 37-17 69-9 40-0 1,024+
Northwest Territories......... 23 39-71 91-3 12-6 L
¥ukeh. v, . 1a b DFROMALS I 108 38-65 88.9 32-9 4
CaNADA . Sus B0 o 282, 584 37-21 73-7 43-1 922

! Based on estimated population age 70 and over for June, 1950.2 The latest date for which provincial
data are available; no data for Newfoundland. * Maximum pension of $30 payable. ¢ Northwest Terri-
tories and Yukon included in data for British Columbia.

The Canadian old age pensions program is characterized by a large measure
of flexibility in the application of the means test. It has been argued that this
flexibility is desirable, because social and economic conditions vary considerably
in different parts of the country. On the other hand, it has been suggested that
there should be greater uniformity in pension procedure, and that the federal
government should provide more leadership in the program, particularly since
it carries the greater part of the financial burden. The grant-in-aid technique
of the present program involves joint federal and provincial responsibility, and

represents a compromise, achieved by mutual consent, between uniformity and
flexibility.

2. OTHER FEDERAL PROVISIONS FOR OLD AGE SECURITY

The Committee heard evidence on other federal government provisions for

old age income maintenance: including war veterans allowances and Canadian
government annuities.

1 The maximum pension in Newfoundland was raised to $40 a month, effective April, 1950.
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WaR VETERANS ALLOWANCES

Certain veterans of the two world wars, the South African War and the
North West Field Force are eligible for allowances under the War Veterans
Allowance Act of 1946,1 as amended. Allowances are payable at any age to
veterans who are incapable of self-maintenance and who are unemployable for
physical or economic reasons, provided that they have served in a theatre of war
or have been awarded a disability pension of five per cent or more. Veterans
who have reached the age of 60 (55 in the case of women) are eligible for allo-
wances without evidence of unemployability. Widows, who have reached the
age of 55, and orphans of eligible veterans may qualify for allowances.

Allowances are payable at the rate of $40.41 a month for a single veteran,
reduced by the amount of other income in excess of $10.42 per month. In the
case of a married veteran, the allowance is payable at the rate of $70.83, reduced
by the amount of other income in excess of $20.83 a month. Thus the maximum
amount of income allowed, including the war veterans allowance, is $50.83 per
month for a single veteran and $91.66 for a married veteran.

Casual earnings are permitted if they do not constitute a regular source of
income; also a recipient may hold an equity of $4,000 in the home in which he
resides.

As of January, 1950 there were 26,170 veterans, 6,464 widows, and 73 orphans
in receipt of allowances. Only two per cent of all veterans are receiving allo-
wances but this group includes 25 per cent of all veterans aged 60 and over.

A special assistance fund was established in April, 1949 for particularly
needy veterans. Provided total allowable income from all sources does not
exceed the limit of $50.83, a single veteran may receive a supplementary allo-
wance of up to $10 per month. A married veteran may receive a supplement of
up to $15 per month provided total allowable income from all sources does not
exceed $91.66.

Expenditures on war veterans allowances at present amount to about $22
million a year. It is estimated that the special assistance fund will require an
additional $750,000 annually. The extension of eligibility in 1950 to British and
Allied veterans who have been domiciled 20 years in Canada will increase the
cost by $2,250,000, and bring the total expenditures on war veterans allowances
to approximately $25 million annually.

It is expected that the number of recipients will increase considerably during
the next few years, since the maximum number of veterans of World War T will
reach age 60 during this decade. A peak figure will again be reached in the
1980’s when the majority of veterans of World War II reach the qualifying age.
While the number of potential recipients during this latter period might be three
times as large as in the earlier period, the actual number of recipients will be
influenced by economic conditions. It is also believed that the peak may be
coqsiderably reduced because of the development of rehabilitation services.

CANADIAN GOVERNMENT ANNUITIES

The Government Annuities Act of 1908 was designed to promote habits of
thrift so that the people might be encouraged and aided to provide for their
old age. The Act, which has remained substantially unchanged since its intro-
duction, provides facilities for the purchase of a Canadian government annuity
by any person domiciled or resident in Canada.

1 Based on the War Veterans Allowance Act of 1930 with amendments.
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Under the Act two main types of annuity may be purchased. There is
first, the deferred annuity, purchasable through a series of payments or by a
single payment, where payment of the annuity does not commence until the
date of maturity. Policies do not lapse through failure to make premium
payments; payments may be resumed at any time. If the annuitant dies before
the date of maturity, the premiums paid, together with interest at 4 per cent,
compounded annually, are returned to the annuitant’s estate. Secondly, there
are immediate annuities, purchasable by a single lump-sum payment, under which
the first payment of annuity commences one month from the date of purchase.
In general, deferred annuities are purchased by younger people in order to make
provision for their old age, while immediate annuities are purchased by older
people in order to convert cash assets into an immediate income for the rest
of their lives.

Of the 293,000 annuities sold since the beginning of the Act, about 258,600
were in force in March 1950. Of the annuities in force, 51,700 were vested, i.e.,
benefit payments had already commenced. The remaining 206,900 were deferred
annuities not yet matured.

Annuities may be purchased on the ordinary life plan (payable as long as
the annuitant lives), the guaranteed life plan (payable for a guaranteed period
of 5, 10, 15 or 20 years, or for life whichever is the longer); or on the last
survivor plan (purchased on the lives of two persons, with benefit payments
. continuing in the full amount until the death of the survivor). The maximum
annuity which may be purchased on the life of one person, or on the lives of
two persons jointly, is $1,200. In calculating premiums required for the
purchase of annuities, an interest rate of 3 per cent has been used since 1948;
prior to that, the rate was 4 per cent.

Premium payments may be deposited at any postal money order office or
sent directly to the Annuities Branch of the federal Department of Labour.
Annuity payments are made by cheque from Ottawa. For the fiscal year 1949-
50, premium payments totalled about $63:1 million while benefit payments
came to $23-4 million.

In addition to the purchase of annuities by individuals, provision is made
in the Act for group annuity contracts with employers for the implementation
of pension plans. Prior to 1940, most annuities were sold to individuals. Since
that date, however, the number of annuities purchased through pension plans
has exceeded the number of personal contracts purchased. As of March 1950,
approximately 122,000 of the deferred annuities in force were under 846 group
contracts and, in addition, 8,000 employees were participating in 300 pension
plans under personal contracts. There were thus approximately 130,000 part-
icipants in pension plans, representing 63 per cent of all deferred annuities. Of
the premium payments of $63-1 million referred to above, $36-5 million were
made under pension plans.

The cost of administering annuities is met from general revenue. The
average annual administrative cost per annuity in force has decreased fairly
steadily, from $8.91 in 1930-31, to $7.16 in 1935-36, to $3.79 in 1940-41 and
to $2.70 in 1949-50.

3. EMPLOYEE PENSION PLANS

Provision for old age income security is made not only through government-
s;l)onsored programs and individual savings, but also through employee pension
plans.



OLD AGE SECURITY 13

It is difficult to describe a typical employee peneion plan because the
detailed provisions differ widely. A number of major decisions are involved
in the setting up of a plan, which may be administered by an insurance company,
by the Annuities Branch of the federal Department of Labour, or by a Board
of Trustees or otherwise. In defining eligibility, membership in the plan may
be determined by factors such as an age limit, a salary limit, or years of
service.

In setting the pension formula, two,major alternatives are involved. The
pension may be an amount based on fixed contributions, payable by the employee
and his employer, or it may be an annuity amountlng to a certain percentage
of the employee’s earnings. Particularly during the early years, problems arise
in the case of older employees who are members of the plan for such a short
period that they can qualify only for a comparatively small pension.

The pension may be paid for life or for a guaranteed minimum period.
Also, in some plans the employee may have the option of including his wife
as a beneficiary by taking a somewhat smaller pension than he could otherwise
receive. Provision is usually made in such plans for those who die while in
the service of the employer or who leave before retirement.

In order to encourage the establishment of employee pension plans, the
federal government has, for many years, allowed income tax exemptions on
certain contributions paid to plans approved by the Pension Fund Division
of the Department of National Revenue.

By March, 1950, the Department had approved 4,125 employee pension
plans, covering approximately 627,000 employees. These figures exclude non-
taxable entities, such as the federal government, provincial and municipal gov-
ernments, local undertakings, hospitals, charitable and welfare organizations. _

It has been estimated that in the tax year 1948 deductions claimed for
superannuation purposes by individuals amounted to $67-5 million and by
corporations to $65-5 million, a total of $133 million. This represented a tax
concession by the federal government of approximately $33 million.

65170—2
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CHAPTER 11

OLD AGE INCOME SECURITY PROGRAMS IN OTHER COUNTRIES

The Committee studied old age income maintenance programs in the follow-
ing countries: Australia, New Zealand, Denmark, Sweden, the United States,
Great Britain, France and Switzerland. In Section 1, the principal features of
the various schemes in these countries are presented. Section 2 provides a
comparative analysis of the programs in the first six countries listed.

1. PRINCIPAL FEATURES OF PROGRAMS

A USTRALIA

In Australia, where jurisdiction in the field of old age pensions is specifically
assigned to the Commonwealth government, non-contributory pensions subject
to a means test have been payable since 1908. At present, these “age pensions”
are one of a number of income maintenance programs provided under the
Commonwealth Social Services Consolidation Act of 1947.

An act establishing a compulsory health and old age insurance scheme based
on contributions from employers, employees and the Commonwealth treasury
was passed in 1938 but was never proclaimed. Another proposal which has been
discussed in Australia is the progressive elimination of the means test through
five successive steps.

The Age Penston

Age pensions are payable to men aged 65 and over and women aged 60 and
over, subject to a means test and to qualifications of residence, citizenship, and
character. The residence qualification is 20 years, with provision for certain
temporary absences. In 1947, 37-9 per cent of persons in the eligible age group
were receiving age pensions.

The maximum annual age pension of £110/10/—for a single person is reduced
by the amount of outside income over £78 annually, so that total income, includ-
ing benefit, cannot exceed £188/10/—. Where both husband and wife are eligible
for pension they are treated for pension purposes as two single persons, and the
irﬁcome and property of the couple is assumed to be equally divided between
them.

The means test includes both income and property qualifications. Income
is defined as all moneys and valuable considerations received for the person’s
own use from any source, as well as any periodical payments. It does not
include periodical gifts or allowances from a member of the beneficiary’s family,
payments from trade unions or a friendly society, or social security benefits.

Property subject to the means test includes all real or personal property,
except the value of a permanent home owned by the pensioner or his wife, and
any furniture or personal effects. In addition, certain exemptions are made for

15
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life insurance policies and annuities. With respect to the remaining property,
the pension is reduced by £1 for every £10 of the value of that property between
£100 and £450, and by £2 for every £10 of the remainder of the value; when the
value exceeds £750, no pension is payable.

On two occasions Australia has provided. for the automatic adjustment of
pension rates with changes in a cost of living index but in both cases the provi-
sion was eventually repealed. Some of the reasons given for abandoning the
procedure were: a drop in the index might cause considerable hardship to pen-
sioners because of the low level of the pension; variations in the cost of living
index were not reflected correspondingly in the cost of living of an age pensioner;
changes in a general index might not reflect changes in a particular area; and
the scheme involved considerable administrative work.

Finance

Age pensions are financed, along with thirteen other social security benefits,
by earmarked taxes, through the National Welfare Fund. The Fund derives its
revenues from a social services contribution, and from a pay-roll tax.

The social services contribution for individuals is a graded tax on income;
for private companies, it is equal to the contribution which would have been paid
by the shareholders on undistributed income of the company. The contribution,
which is levied on total income, is paid by all single persons whose incomes are
£105 or more a year, at a rate which rises from 1% per cent to 71 per cent.
Reduction in the amount of contribution because of dependents is effected in
a manner which also produces an automatic raising of the income level at which
payment of the contribution begins. In all cases, the maximum rate of 7% per
cent is reached at or before the level at which income tax is first payable; the
exclusion levels for the social services contribution have always been lower than
for income tax.

The financing of social services in Australia rests on a very broad base. In
1949-50 about 750,000 persons paid both income tax and the social services contri-
bution, while over 2,000,000 paid the social services contribution only. Thus,
over one-third of the total population pays into the National Welfare Fund
through the social services contribution.

Employers are required to deduct both income tax and social services con-
tribution from wages and salaries of employees. Income tax machinery is used
to collect social services levies. No record of contributions is kept for the purpose
of establishing eligibility for, or the amount of, benefit.

The pay-roll tax at the rate of 21 per cent is payable by employers with
payrolls in excess of £1,040 per annum.

The receipts of the Fund have always been larger than its expenditures so
that by June 30, 1950, an estimated balance of £100 million will have been
accumulated. The cost of age pensions for the year 1949-50 was estimated at
£36 million or about 36 per cent of total expenditures on social services. There
has been no contribution from the Commonwealth government, although the
government which was in power at the time the Fund was established stated that
it was prepared to underwrite the Fund when necessary.

It should be noted that both means test and non-means test social services
are financed through a fund which has been built up from earmarked taxes. Thus,
of fourteen programs financed through the National Welfare Fund, twelve are
subject to a means test, and these twelve account for 66 per cent of the total
expenditure of the Fund. Australian policy in this respect differs from that
usually followed in North America, where means test programs have been financed
traditionally out of general revenue, and earmarked taxes have been used to
finance insurance programs.
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Administration.

Age pensions are administered federally through the Commonwealth Depart-
ment of Social Services, which has branch offices in the six state eapitals, and
regional offices in certain country areas. There is provision in the legislation
for appeal to the Director General of Social Services.

NEwW ZEALAND

Non-contributory old age pensions on a means test basis were established
in New Zealand by the Old Age Pensions Act of 1898. At present, they are
provided to needy persons aged 60 and over as part of a comprehensive social
security program.

In 1940 a universal superannuation benefit was introduced. It is expected
that when this program has matured it will replace the means test age-benefit
for all persons aged 65 and over. However, the age-benefit will continue to be
payable on a means test basis for persons in the 60 to 65 age group.

The Age-Benefit

The age-benefit is subject to a means test and to qualifications of residence
and character. The residence qualification is ten years for those residing in
New Zealand on March 15, 1938, and twenty years for those not resident at that
time; in each instance, certain temporary absences are allowed. In March 1945
approximately 47-2 per cent of the population of eligible age were receiving
age benefits. The percentage has risen only slightly since that time.

The maximum annual age-benefit of £130 for a single person is reduced by
the amount of outside income over £78, so that the total income, including
benefit, cannot exceed £208. When both spouses are eligible, a married couple
receives an amount equal to twice the maximum benefit for a single person.
When only the hushand is eligible, the wife may, at the discretion of the Social
Security Commission, be granted a benefit not exceeding £130, provided that
this does not bring the total income above that allowed a married couple, namely
£338. It is understood that this discretionary benefit is granted in every case.

The means test includes both income and property qualifications. Income
is defined as all moneys and the value of all benefits received for a person’s
own use, but excluding social security benefits, and cash derived from the sale
of property There are also certain exemptions for life insurance policies and
legacies. The benefit is reduced by £1 for every £1 by which the outside income
exceeds £78.

In determining the value of accumulated property, the home, furniture and
personal effects are excluded. For every £10 of the remaining property over
£500, the benefit is reduced by £1 annually. Property which produces an income

is assessed as property or income, whichever produces the greater reduction in
benefit.

The Superannuation Benefit

The superannuation benefit scheme in New Zealand establishes the principle
of universal flat rate benefits, but mitigates the high cost of such benefits by
providing a low initial benefit rate, which increases automatically every year
and will not mature until 1988. The purpose of the scheme is to diminish the
use of the means test over a period of time. Each upward revision of the means
test benefit has led to a corresponding revision of the maximum superannuation
benefit, so that, at the present time, the superannuation benefit is further from
maturity than it was when introduced in 1940.
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The superannuation benefit is payable to all residents who have reached
the age of 65. There is no retirement test. The original annual benefit rate
was £10, and this increases by £2/10/-yearly until 1988 when the maximum
benefit of £130 will be reached. For 1950-51 the annual benefit rate is £35. At
present, the low rate of the superannuation benefit results in the continued
necessity for wide participation in the means test program. A person who finds
the present superannuation benefit inadequate may apply for the age-benefit.
If he is eligible under the means test, his superannuation benefit becomes part of
his means test benefit. In 1948 the number of persons receiving only the super-
annuation benefit was 63,814, or 40-7 per cent of the population aged 65 and over.

Finance

Both the age-benefit and the superannuation benefit are financed, along
with other social security programs, from the Social Security Fund, which is
operated on a pay-as-you-go basis with a small contingency reserve. Annual
expenditures are financed to the extent of 70 per cent through revenues from a
social security contribution; the remaining 30 per cent is derived from annual
appropriations from general revenue.

The social security contribution, payable by all residents aged 16 and over,
is a specially earmarked flat rate income tax levied at the rate of 74 per cent on
all personal income and on net company income. In 1945-46, 62-9 per cent
of the social security contribution represented the charge on salaries and wages,
13-4 per cent the charge on company income, and 23-7 per cent the charge on
other individual income. The contribution is collected through the income tax
machinery and is paid is the same manner as income tax. In cases of hardship
the Commissioner of Taxes may exempt a person or company from payment of
any instalment of the contribution. No record of contributions is kept for the
purpose of establishing eligibility for, or the amount of, benefits.

In New Zealand as in Australia, earmarked funds are used to finance both
means test and non-means test social services. Of eleven cash benefits paid
from the Social Security Fund, seven are subject to the means test and account
for 53 per cent of total expenditures on cash benefits.

The total cost of age-benefits in the fiscal year 1949-50 was approximately
£12-2 million. The total cost of superannuation benefits was about £5-4 million.
These amounts will increase considerably in the future because the rate of super-
annuation benefit is increasing and because the population is ageing in New
Zealand as in other countries. In 1949-50 the two income maintenance programs
for the aged accounted for 33-5 per cent of the total expenditures from the
Social Security Fund.

Adminastration

The age-benefit and the superannuation benefit, together with other income
maintenance programs, are administered nationally through the Social Security
Department which maintains branch offices in nineteen local districts. There
is provision for appeal to the Social Security Commission against any decision
of a district official.

DENMARK

Non-contributory old age pensions subject to a means test were first
estgbhshed in Denmark in 1891. Since 1933 they have been part of an integrated
soclal security program.
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Basic Pensions
Full basic pensions are payable to Danish citizens who have reached the

age of 65 in the case of men, and 60 in the case of women, provided they are
members of the National Sickness Insurance Scheme.

The basic pension is reduced for income in excess of 50 per cent of the full
basic pension, for other pensions paid by state or local governments and for
private pensions or bequests in excess of specified amounts. There is no infor-
mation available regarding the position of real property under the means test.

Basic pension rates are fixed at three different levels corresponding to three
cost of living areas:; Copenhagen, provincial towns, and rural districts. Within
these areas, there is further variation in pension rates according to changes in
the cost of living index.

In 1947, 212,000 persons, or 48 per cent of the population of eligible age,
were receiving pensions.

Supplementary Pensions

Four types of supplementary pensions are payable in addition to the basic
pension: ‘

(a) If application is deferred to age 67, the basic pension is increased by
5 per cent; if deferred to age 70, the supplement is 10 per cent of the
basic pension;

(b) There is a supplement for dependent children under 15;

(c) Pensioners who have reached the age of 80 receive an annual age supple-
ment amounting to 8 per cent of the basic pension; and

(d) Special supplements up to 15 per cent of the basic pension are payable
for fuel, and clothing, in an amount varying according to need and to
cost of living areas.

Finance and Adminmistration

The Danish old age pensions program is financed out of public revenue
from general taxation. Costs are shared by national and local governments in
the ratio of four-sevenths national to three-sevenths local. Pension payments
are made by local governments, which are reimbursed by the national government
for its portion of the. cost.

SWEDEN

Sweden has had a national compulsory pension program since 1913. At
present, under the National Pensions Act of 1946, provision for old age income
maintenance is made in three ways. The Act also provides widows’ pensions.

The General Pension

The general pension is paid as of right to every Swedish citizen who has
reached the age of 67. A married couple, where both spouses are eligible, receives
eight-fifths of the general pension. Three-fifths of the general pension is payable
to a widow who had reached the age of 55 at her husband’s death. Since 1948
a cost of living bonus has been added to the general pension.

Supplementary Pensions
~ The general pension may be augmented by a supplementary pension which
is subject to a means test. Supplementary pensions are of two kinds:

(a) a supplement for wives not eligible for the general pension, provided
they have been married five years and have reached the age of 60; and
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(b) national housing supplements adjusted to rental cost areas and in
addition, local housing supplements based on individual needs.

Voluntary Pensions

Additional pensions, which may commence as early as age 55, may be
purchased through voluntary national insurance. The premiums vary with the
amount of benefit purchased.

Finance

The Swedish program is partially contributory although pensions are in
no way related to contributions. Every citizen, with certain minor exceptions,
is required to make an annual pension contribution from age 18 to 66 inclusive.
For single persons, the contribution is one per cent of income that is subject
to income tax; for a married couple, it is one-half of one per cent of the couple’s
assessable income. There are, however, maximum and minimum contributions.

The pension program is financed through the National Pension Fund, which
is operated on a pay-as-you-go basis with a small contingency reserve. In the
fiscal year 1948-49, 79 per cent of national pension costs came from general
revenue, 17 per cent from the pension contribution, and 4 per cent from interest
on the National Pension Fund. Twenty per cent of the total government contri-
bution came from local governments.

Administration

The pension program is administered nationally through the National
Pension Board. All pension claims are dealt with initially by local pension
committees which are in part appointed by the Crown and in part elected by
the local district. Liaison between the local pension committees and the Pension
Board is effected through district pension officers appointed by the Board.

Tue UNITED STATES

Before 1935 responsibility for the provision of assistance to aged persons
rested solely with individual states. The federal Social Security Act of 1935
provided federal grants-in-aid which encouraged the establishment of new state
assistance programs, and extended and co-ordinated existing programs. It also
established a federal compulsory contributory insurance program which was
to be the foundation of a national system of old age security. It was expected
that Old Age Assistance (OAA) would decline in importance as the Old Age and
Survivors Insurance program (OASI) matured, so that eventually most of the
working population would be insured against the contingencies of old age, while
assistance would be required only as a supplementary and residual program.

The development of OASI since 1935 has been hindered for a variety of
reasons, including the difficulty of extending coverage and the absence of any
long-range financial plan. The rise in price levels since the beginning of the
program, and particularly since the war, was not anticipated, with the result
that benefits, which are calculated on wage records since 1937, are low in
comparison with the current cost of living. Similarly, the income limit on which
contributions are payable, and the amount which a retired worker may earn
in addition to benefit are very low in comparison with current wages and salaries.

At the present time, OAA remains the major income maintenance program
in terms of average monthly payment, number of recipients and total expendi-
tures. The average monthly payment in December 1949 was $44.76 in the case



OLD AGE SECURITY 21

of OAA recipients as compared with $26 in the case of retired wage earners
insured under OASI. In the same month the number of recipients under OAA
was 2-7 million, whereas the number of aged beneficiaries under OASI, including
retired workers, dependents and survivors, was 1-9 million. Moreover, of these
1-9 million, about 10 per cent were receiving additional assistance under OAA.
For the fiscal year 1948-49 old age assistance payments amounted to about
$1,259 million, while OASI benefits to aged beneficiaries amounted to about
$442-5 million.

Proposals now before Congress suggest that the administration believes the
present program to be inadequate but that it continues to support “an adequate
and universally applicable basic social insurance system” as the national founda-
tion of old age security in the United States. A Bill, H.R. 6000, passed by the
House of Representatives, would revise and extend OASI. The Bill has been
amended by the Senate Committee on Finance, and is now being considered
by both Houses.

OLD AGE ASSISTANCE

Title I of the federal Social Security Act of 1935 authorizes the federal
government, to appropriate sums of money to enable each state to furnish
financial assistance to ‘aged “needy” individuals. The receipt of federal grants-
in-aid by the states is conditional upon the fulfilment of certain federal require-
ments. Each state must submit for the approval of the Federal Security
Administrator, a plan for granting OAA.

The state plan must provide that the OAA program be in effect in all
political subdivisions of the state and be administered or supervised by a single
state agency. It must provide for state financial participation; for fair hearings
before a state agency for any applicant denied assistance; and for certain
standards of administration, including personnel standards on a merit system.
In addition, the state agency must, in determining need, take into account any
other income and resources of the applicant.

The state plan must not provide for an eligible age of more than 65 years;
a residence requirement of more than five out of the nine years immediately
prior to application, including the year immediately preceding application; or
any provision excluding a citizen of the United States.

A state plan meeting these requirementes must be approved by the Federal
Security Administrator. Once the plan has been approved it has the effect of a
contract between the state and federal governments.

Under the Act the federal grant provides an amount equal to three-quarters
of the state expenditures on assistance payments or three-quarters of the
product of $20 multiplied by the total number of OAA recipients for the month,
whichever is less, plus one-half of the amount, if any, by which such state
expenditures exceed $20 times the number of recipients for a month. The
federal government contributes only towards the first $50 of a monthly assist-

ance payment and does not contribute towards assistance paid to a person
under 65 years of age.

The federal government also pays the state an amount equal to one-half

of the cost of “proper and efficient” administration as determined by the federal
authority.

Assistance Payments

Within this legislative framework, the state administers the OAA program,
and determines the existence of need and the extent to which it will be met.
A needy person is usually described as having “insufficient income or other
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resources to provide reasonable subsistence compatible with decency and
health.” The amount of assistance granted in an individual case depends on
the difference between the applicant’s income and resources and his basic
subsistence requirements as determined by the standards of the state or local
administrative agency. :

This procedure, the budgetary deficiency method of determining need,
differs from the means test in which a fixed maximum assistance payment is
reduced according to the excess of the applicant’s means over a defined allow-
able income. The budgetary deficiency method implies that there will be con-
siderable variation among individual cases. Costs and standards of living,
extent and definition of need, objectivity and efficiency of administration are
matters affected by local circumstances.

At the state level there are matters of policy which cause variation as
between one state and another. The state may set out certain budgetary require-
ments, certain limits on other income and resources and certain maximum
amounts of assistance payable. All these standards will apply only to one
state; provisions in any other state may be different.

Apart from policy, the fiscal capacity of a state affects its old age
assistance program. Where payments are made from consolidated revenue,
the appropriation for OAA may be fixed in advance. Where payments are
made only from earmarked taxes, the amount of money available for assistance
payments may be limited. Average per capita income is higher in some states
than in others, and the amount of taxable resources varies considerably in
different sections of the country.

As a group, industrial states, where a large proportion of the aged popula-
tion receive benefits under the insurance program (OASI), differ from agricul-
tural states, where the proportion receiving OASI is less significant and the
need for OAA is correspondingly greater. )

In December, 1949, assistance payments were made to some 2.7 million
persons or about 24 per cent of the population aged 65 and over. The national
average monthly payment was $44.76 This figure is higher than the average
pension paid in Canada. On the other hand, eligibility in many states is
narrower than in Canada because income and property limits tend to be lower,
although the value of a home is often exempt from the calculation of means.

The average monthly payment by a state in December, 1949, ranged from
$18.92 in Mississippi to $77.89 in Colorado. In general, the states with higher
average per capita incomes are able to provide higher average monthly pay-
ments, but in some states where payments appear to be very high, income
and property qualifications are particularly strict, so that the high pensions are
being paid to a relatively small percentage of the aged population.

Finance

The federal share of the cost of OAA comes from general revenue. In 1947
two-thirds of the states’ share came from general revenue, while one-third
came from earmarked taxes, usually sales taxes. However, the great majority
of the states employ only general revenue, and the use of earmarked taxes
to finance OAA is decreasing.

There has been a very substantial increase in the cost of OAA since 1937
because of the ageing of the population, the increase in the numbers of needy
aged, and because of changes in the federal matching formula. In the fiscal
year 1936-37 the total cost was $250 million. By 1948-49 the total cost had
risen to $1,300 million. 4 i
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The federal share of assistance payments had increased gradually. For
the calendar year 1936, the federal government paid 42.8 per cent of OAA
payments, This increased to 52:6 per cent in 1947 and to 54-8 per cent in
the fiscal year 1948-49.

The maximum federal contribution to any assistance payment is $30;
the average federal contribution is estimated at $25, or 62 per cent of a $40
monthly payment. Thus, the federal contribution is lower, both absolutely
and proportionately, than in Canada.

Since 1936 the larger share of the non-federal cost of OAA has been carried
by the states and the proportion payable by local governments is steadily
diminishing. In the calendar year 1947, state and local funds accounted for
41-2 per cent and 6-2 per cent, respectively, of the total assistance and
administrative costs of OAA.

Administration

Within the federal requirements set out above, the old age assistance
program is usually supervised by the state agency and administered locally by
either state or local (county) offices. As mentioned earlier, the state plan must
provide for fair hearing before the state agency. On the federal level, the
Bureau of Public Assistance of the Social Security Administration administers
the program through its central and regional offices.

Through the Bureau, consultative services are available to the states on
administrative and research problems connected with all aspects of public
assistance.

Since 1939 state administrations have been subject to continuous review
by the federal Social Security Administration. The review is concerned with
policy rather than with individual cases, and has been exercised on a flexible
and consultative basis. Part of the administrative review is concerned with
assisting the states in broad personnel problems relating to examination, certi-
fication and selection procedures, salary classifications, and so on.

OLD AGE AND SURVIVORS INSURANCE

Title IT of the federal Social Security Act of 1935 established a national
compulsory old age insurance program based on contributions levied against
employers and employees and with benefits to be paid at retirement regardless
of means. The Act originally provided for benefits only to retired persons; in 1939
it was amended to include certain dependents and survivors of insured persons.

Coverage

OASI covers wage earners and salaried employees in commerce and industry,
with many exclusions. The most important of these are persons in agricultural
employment, the self-employed, employees of federal, state and local govern-
ments, domestic servants, and persons employed in non-profit institutions.l
Railway employees are also excluded.2

It was expected, originally, that coverage under OASI would be extended
gradually towards the ultimate goal of unmiversality. Up to the present time,

1 H.R. 6000 would extend coverage to certain urban self-employed persons, certain workers
in agrieultural processing, lay employees of non-profit organizations, steadily employed domestic
servants, federal employees not covered under existing retirement systems and, on a voluntary
basis, the employees of state and local governments.

.. 2The Railroad Retirement Act provides protection to about 1:5 million railway eémployees,
including a substantial group of Canadian railway workers.
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however, administrative problems, opposition -by certain groups, and in some
instances, constitutional difficulties have prevented any substantial change in
the categories of employment originally included in the program. Thus OASI
covered between 52 per cent and 57 per cent of the employed labour force in
1940; by 1949 it covered 56 per cent.!

The exclusion of agricultural employment from OASI has led to a disparity
between industrial states, where there is a concentration of OASI recipients
among the aged population, and agricultural states, where the needy aged must
depend largely on the assistance program. There are indications at the present
time that agricultural groups are beginning to see the advantages of being
included under OASI.

Insured Status

The primary qualification for benefits under OASI is the achievement of
some form of wnsured status. A worker’s insured status depends upon the
number of quarters of coverage, that is, the number of calendar quarters in
which the worker has earned not less than $50 in covered employment.

(a) Fully insured status. At any given time a worker is fully insured if
he has coverage in one-half of the calendar quarters since January 1937 or
since age 21. Fully insured status entitles a worker and his eligible dependents
or survivors to benefits only at his retirement or death. However, the status of
the worker may change during his working life according to his movement in
and out of covered employment.

(b) Permanently insured status. After he has achieved a total of 40
quarters of coverage, a worker has permanently established his right to benefits
for himself and his eligible dependents and survivors. Permanently insured
status entitles a worker to the same benefits as does fully insured status, and
once attained, cannot be lost for any reason.

(¢) Currently insured status. A worker who was insured in covered employ-
ment for six or more quarters out of the 13 immediately preceding his death
has established a right to survivors’ benefits for his eligible widow and eligible
dependent children. Benefit rights under currently insured status are therefore
much more limited than under fully or permanently insured status.

In January 1949, of about 78 million living persons who had ever made
any contribution to OASI, 13 million were permanently insured, 25 million were
fully insured, 5 million would, in the event of death at that time, have been
currently insured, and the remaining 35 million had contributed but were not
insured.

T'ypes of Benefit

The amount of benefit under OASI is directly related to individual wage
records. It is not related to the degree of insurance status. There are four
main types of benefit:—

(a) Primary benefits. The primary insurance benefit payable to a retired
worker permanently or fully insured at the age of 65 is based on his average
monthly wage. To calculate the average monthly wage, the amount of total
earnings in covered employment is divided by the total time which has elapsed
since 1937, regardless of the way in which an individual may have divided his
time between covered and uncovered employment, and regardless of any periods
of unemployment.

1Under H.R. 6000, OASI would cover an estimated 45-7 million workers, or about
71:6 per cent of the employed labour force in 1951.
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The Imonthly primary benefit consists of:—

(i) 40 per cent of the first $50 of the average monthly wage, plus
(i1) 10 per cent of the next $200 of the average monthly wage, plus

(iii) one per cent of the sum of (i) and (ii) for each calendar year in which
the worker earned at least $200 in covered employment.

The benefit formula is thus weighted in favour of low income workers as
well as those who have been in covered employment continuously since 1937.
The wage record after age 65 is not included in the calculation unless it would
raise the benefit rate. At present, 55 per cent of benefits payable under OASI
are primary benefits. :

(b) Dependents’ benefits. Dependents’ benefits are payable to eligible
wives at age 65 and to children under age 18 at a rate equal to one-half of
the primary benefit.

(c) Survivors’ benefits. Survivors’ benefits are payable to eligible widows
at the rate of three-quarters of the primary benefit and to eligible children or
parents at the rate of one-half the primary benefit.

(d) Lump sum death benefit. Where there is no survivor immed_iately
eligible for any monthly benefit, a lump sum equal to six times the primary
benefit is payable to any person paying the funeral expenses.

The Retirement Test

If a retired worker earns $15 or more in covered employment during any
month neither he nor any of his dependents is entitled to benefit in that month.1

Amount of Benefit

(a) Mazimum and minimum benefits. There is a minimum primary benefit
of $10 a month and a minimum family benefit of $20 a month. There is no
fixed maximum primary benefit but the effective maximum rises slightly each
year according to the benefit formula. The maximum family benefit is $85, 80
per cent of the average monthly wage, or twice the amount of the primary
benefit, whichever is least.2

(b) Adequacy of benefit. As OASI matures, the benefit formula operates
in such a way as to increase slightly the rate of benefit payable each year. The
maximum monthly primary benefit payable rose from $42 in 1940 to $44.80
in 1949. The average monthly primary benefit rose from $20.67 in 1940 to
$26.00 in 1949. This represents an increase of 19 per cent in average monthly
benefit but, during the same period, the consumers’ price index rose by 70 per
cent and wages in manufacturing industries rose by 125 per cent.

Under the present law, a worker who has spent 40 years in covered employ-
ment and has earned an average of $250 a month will receive at retirement a
orimary benefit of $56 a month.

Finance

OASI is entirely contributory. The original intention was to maintain an
actuarial reserve, but since contributions would be greater than benefit payments
in the first years of the program, it was decided to set the contribution rate,

1H}.‘R. 6000 would increase allowable earnings for a retired beneficiary from $15 to $50
a month.

2 Minimum primary and family benefits would be doubled and maximum family benefit
would be increased to $150 or 80 per cent of the average monthly wage whichever is less.
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beginning in 1937 at one per cent each, for employers and employees, with
contribution being levied only on that portion of annual salary or wage below
$3,000, and to increase this rate gradually to 3 per cent each by 1949. By 1939,
however, opposition had developed to the large reserve which was accumulating,
and the increase in contribution rates was deferred and continued to be deferred
until 1950. For 1950 and 1951 the rate will be 14 per cent each for employers
and employees; from 1952 on it will be 2 per cent each under the present
legislation.? Contributions are collected as long as a worker remains in covered
employment.

The 1939 amendments, which deferred the increase in contribution rate,
departed in other respects as well from the principle of an actuarial reserve by
changing the benefit formula so as to increase benefit rates; by making benefits
payable earlier than was originally planned; and by adding dependents’ and
survivors’ benefits to the program. The present Fund, therefore, is operated on
a modified actuarial reserve basis. On June 30, 1949, the balance of the Fund
stood at $11,310 million, but on current calculations this represented an actuarial
shortage of $7,000 million.

The revenue of the Fund is derived primarily from the contributions of
employers and employees, which amounted to $1,691 million in 1948-49.
Additional revenue is derived from interest on investments which amounted to
$230 million in the same year. An appropriation from general revenue is
authorized when required, but up to the present time no such appropriations
have been made.2

Benefit payments under OASI have increased from $64 million in 1940-41
to $700 million in 1950. Administrative expenses have risen from $27 million
in 1940-41 to $53 million in 1948-49. At present they represent about 3-1 per
cent of contributions and 8-1 per cent of benefits.

Adminmistration

OASI is administered entirely by the federal government. The Bureau of
Internal Revenue is responsible for collecting insurance contributions and
issuing benefit cheques. Contributions are collected with income tax at the
source, and since January 1950 have been entered by the employer on the same
form as income tax.

All other administrative functions are carried out by the Social Security
Administration through the Bureau of OASI. The Bureau has a central office
in Baltimore and a net-work of local and itinerant offices throughout the country.
The main function of the Bureau is the maintenance of wage records for all
workers who have at any time earned wages in covered employment. As of
January 1, 1950 the Bureau had on file 80-7 million individual accounts.

The Social Security Act provides that appeals can be made to the Appeals
Council and can be carried to the federal courts.

GREAT BRITAIN

Modern legislative provision for the aged in Great Britain began with the
Old Age Pensions Act of 1908. This non-contributory means test program was
followed in 1925 by a second program, a contributory plan under the Widows’,

1Under H.R. 6000 the contribution rate will continue to increase until 1970 when it
will be stabilized at 3} per cent each.

2Under H.R. 6000 the provision for appropriations from general revenue would be
withdrawn.
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Orphans’, and Old Age Contributory Pensions Act. In 1940, a scheme of
supplementary pensions on a means test basis was introduced for needy
pensioners. These measures were further developed and benefits substantially
increased in the retirement and assistance provisions of the National Insurance
and National Assistance Acts, which came into full operation in July, 1948. The
retirement pension is one of a number of benefits to which a contributor to
National Insurance is entitled. .National assistance is available at need to
those of any age over 16 years, including the aged who fail to qualify for either a
retirement or non-contributory pension or who, because of special circumstances,
find either of the pension benefits inadequate to meet their minimum needs.

THE NATIONAL INSURANCE PROGRAM

The National Insurance Act of 1946 introduced a unified system of
compulsory insurance for a variety of income maintenance programs, based on
the principle of uniform flat rate benefits and a fixed scale of flat rate con-
tributions.

Coverage

Every person in Great Britain who is over school-leaving age and under
pensionable age (65 for men and 60 for women) is compulsorily insured and
continues to be insured through life. New-comers to Great Britain are insurable
after 26 weeks’ residence. Coverage is comprehensive, but not yet universal.

For insurance purposes, the population is divided into three classes: em-
ployed, self-employed and non-employed.

A man and his wife are usually treated as a unit but an insured woman who
marries may choose to continue insurance and to qualify for benefits in her own
right. Persons with incomes not exceeding £104 a year may apply to be
exempted from liability to pay contributions.

Contributions

Contributions are payable by the insured person, by the employer, in the
case of those who are under contract of service, and by the Exchequer which
makes a supplementary contribution on behalf of each insured person. In
addition to these supplementary contributions, Exchequer grants are paid annu-
ally in support of the program. Insured persons make contributions, according
as they fall, week by week, into one of the three classes of coverage, and
contributions paid in one class may be treated as equivalent to a corresponding
number in another class.

If retirement is deferred, the insured person’s contribution is payable to
an age not later than 70 for men and 65 for women, but the employer’s
contribution in respect of an employee continues as long as the latter remains
at work. Contributions by non-employed persons are normally paid only up
to pensionable age.

Rates of contribution vary slightly for the three classes of insured persons
and also, to some extent, in accordance with age, sex and rate of remuneration.
The weekly rate for an employed man is 4s. 7d. while the employer’s contribu-
Fion on his behalf is 3s. 10d. The weekly contribution of a self-employed person
1s 6s. 2d. and of a non-employed person 4s. 8d. Lower rates are established for
women, with further reduced rates for employed persons in lower income groups
and for boys and girls under 18. These rates will be increased slightly in 1951.
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Under certain conditions the weekly contribution may be credited without
being paid, as for example during periods of unemployment, incapacity for
work or, in the case of students, full-time study. Credited contributions count
for some purposes in the same way as contributions actually paid but, in general,
no benefit is payable unless a prescribed number of contributions has actually
been paid.

Benefits

Benefits are intended to provide a uniform subsistence minimum based
broadly on the cost of living; benefits and rates are subject to review every
five years.

A basic retirement pension of 26s. a week is payable at pensionable age to
a person who has a yearly average of not less than 50 weekly contributions paid
or credited, and who has contributed for three years between the date of last
entry into insurance and the date of attaining pensionable age. The basic
pension is also payable to a self-insured wife.

The basic pension is increased by 16s. a week for a dependent wife, and
7s. 6d. for one dependent child.

The basic pension and the pension in respect of a wife are subject to
reduction on a sliding scale if the yearly average number of weekly contributions
paid does not reach the required minimum of 50 weeks. If the yearly average
paid or credited falls below 13 weeks, no retirement pension is paid.

If retirement is deferred, the amount of pension is increased by 1s. weekly
for every 25 contributions paid during the first five years after reaching pension-
able age. The pension payable in respect of a wife is likewise increased for
every additional contribution made while both are over pensionable age. At the
age of 70 in the case of men and 65 in the case of women, the retirement pension
is payable without further increase. It was estimated, for purposes of cost
calculations, that 40 per cent of persons retire at 65, 30 per cent between 65 and
70, and 30 per cent at 70 or over,

A late age entrant into the scheme makes contributions and may qualify
for retirement pension after a specified number of years, or may choose at
pensionable age, to receive a refund of contributions, with interest.

The number of persons receiving retirement pensions in April, 1949 was
4,150,000, or 63-5 per cent of all persons of pensionable age.

Other related provisions of the insurance program include benefits for
widows and death grants payable for expenses connected with the death of an
insured person, or of a member of the immediate family.

Conditions of Retirement

A person claiming retirement pension within the first five years after reach-
ing pensionable age must not work for more than a limited number of hours
during any week. During this five year period earnings in excess of 20s. a
week are deducted from the amount of retirement pension. At the age of 70 in
the case of men and 65 in the case of women, the retirement pension is payable
without restriction.

Finance

The National Insurance program is only partly contributory in the direct
sense. It is financed through the National Insurance Fund, a current account
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which derives its revenues mainly from the contributions of insured persons
and employers, from Exchequer supplements, and from Exchequer grants. The
Fund also receives interest from the National Insurance (Reserve) Fund, a
capital account containing the assets of former insurance schemes now super-
seded. Capital assets may be transferred, when necessary, from the Reserve
Fund to the National Insurance Fund, by resolution of the House of Commons.

The program is financed on a pay-as-you-go basis. The cost of retirement
pensions 1s expected to rise from £238 million in 1948 to £501 million in 1978,
when the scheme will approach maturity. Costs will increase during this
period partly because of the ageing of the population and partly because full
pensions will be paid to many persons who entered insurance after the age of
16 and have therefore not contributed throughout the whole period from
school-leaving age to pensionable age. During the same thirty years, the
proportion of total estimated expenditure under the National Insurance program
represented by retirement pensions will increase from 53 per cent to 67 per cent.
Increased costs of retirement pensions will account for the major portion of
the estimated increase in total Exchequer contributions and grants to the
Fund, from £118 million in 1948 to £416 million in 1978.

Administration

The Ministry of National Insurance is responsible for the administration
of the National Insurance Act and for this purpose maintains regional and
local offices. Contributions are made through stamps purchased at post-offices
and benefits are paid through books of orders cashable also at post-offices.
The Act makes provision for appeals against the decisions of insurance officers.
A case may be taken to the local appeal tribunal, to the Commissioner of
National Insurance, to the Minister and, finally, on a legal question, to the
High Court.

NON-CONTRIBUTORY OLD AGE PENSIONS PROGRAM

Non-contributory old age pensions were introduced in 1908 and have
continued in operation since that time. This scheme will be retained, as a
transitional measure, for aged persons not eligible for retirement pensions but
no new pensions will be granted after October 1, 1961. Under this program
pensions are payable to persons 70 years of age and over, subject to qualifica-
tions of residence and citizenship, and on the basis of a means test.

In calculating the amount of pension, the total value of means from the
following sources is included: income in cash, the yearly value of property
owned and occupied, the value of free board or lodging, and the yearly value -
of investments or other property. The maximum pension under the non-
contributory program is 26s. a week, the same as the basic retirement pension,
with 16s. for a married woman living with her husband. Maximum annual
pension for a single pensioner is £67/12/-; allowable income is £65/5/-; thus,
the maximum annual allowable income, including pension, is £132/17/-. Allow-
able income for a married couple is proportionately higher.

In April, 1949, 445000 persons were receiving non-contributory pensions.
As of June 30, 1949, this represented about 14 per cent of the population 70
years of age and over. More than three-quarters of these beneficiaries were
receiving maximum pension. The estimated total cost to the Exchequer for
1949-50 was £27-4 million. It is estimated that the cost will decrease as the
insurance program matures and will drop to £1 million by 1978.

Administration of non-contributory old age pensions is under the National
Assistance Board and the cost is met from general revenue.
65170—3
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- THE NATIONAL ASSISTANCE PROGRAM

National Assistance, the major program supporting National Insurance,
replaced a variety of earlier assistance schemes and was designed to provide
basic maintenance for persons who fail to qualify for insurance benefits, and
to supplement those benefits in special circumstances. National Assistance
is available to all persons aged 16 and over, but two-thirds of the beneficiaries
are persons of advanced years.

The keynote of the program is flexibility. Assistance is provided on the
basis of a needs test and in urgent cases it may be granted without preliminary
investigation. Assistance to needy persons is normally given through weekly
grants of money but occasionally it is granted wholly or partly in kind.

The amount of assistance payable depends on the difference between the
applicant’s resources and his estimated needs calculated according to minimum
standards of living. The resources considered include only those of the person
or persons to be assisted. The major items taken into account are contribu-
tions towards household expenses, retirement or non-contributory pensions and
earnings over 20s. weekly. The value of an owner-occupied house, death and
maternity grants, specified war savings, certain other defined income, and
the first £50 of capital are disregarded. Where the total value of capital is
between £50 and £400, the amount of assistance is reduced by 6d. for each
complete £25 after the first £50. In general, no assistance is granted to persons
with free capital of more than £400.

There are two scales of assistance: one for all ordinary assistance pay-
ments, and one for special payments on a higher level for blind persons and
persons suffering from tuberculosis of the respiratory system. An aged person
may qualify under either scale of assistance. The weekly assistance rate for
a married couple on the ordinary scale is 40s. and on the special scale 55s.;
for a single householder, it is 24s. and 39s.! Rates for other persons are lower,
and those for dependents decrease in the lower age groups. Assistance rates
may be increased where there are exceptional needs and single grants may
be made to meet unusual needs which are unlikely to recur.

The assistance payment is increased by a rental allowance based on
individual needs. According to a sample survey taken in 1948, the rental allow-
ance covered the whole of net rent in 87 per cent of assistance cases. A
combination of maximum benefit rates under the assistance program is more
generous than retirement or mon-contributory old age pensions.

Amounts of weekly assistance payments vary widely. The average weekly
" assistance payment for all recipients was 15s. 4d. in November, 1948. The
average payment to those receiving assistance as a supplement to retirement
or non-contributory old age pensions was 9s.3d. weekly.

The number of persons receiving National Assistance in 1948 was over
one million. Of these, 628,040 were men age 65 and over and women age 60 and
over; 91-4 per cent were already receiving retirement pensions or non-con-
tributory old age pensions. Twelve per cent of all persons receiving retirment
pensions and 18 per cent of all persons receiving non-contributory pensions
were also receiving National Assistance.

Finance

National Assistance is financed from general revenue. The estimated
expenditure for 1949-50 on all forms of assistance, including non-contributory

1 Rates have increased as of June, 1950.
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old age pensions, was £87-4 million. No figures are available to show wha
proportion of National Assistance expenditures is spent solely on the aged.

Administration

National Assistance is administered through the National Assistance Board
which reports annually to Parliament through the Minister of National Insur-
ance. Administration is decentralized through a series of local offices established

through the country. Applications and payments are made through post
offices.

National Assistance appeal tribunals are established in each district. Any

decision of the Board is subject to appeal, but decisions of the tribunals are
final.

Fraxce
Structure and Development

Since 1945 a comprehensive national social security program has been
developed in France.

Old age pensions are payable under a general scheme for employed persons
and under a number of separate schemes, organized on an occupational basis,
for self-employed persons and for certain categories of the employed such as
agricultural workers. Pensions are payable on retirement at age 60 or over,
in the case of the employed, and 65 and over in the case of the self-employed.
There is no means test.

The amount of pension varies within fixed maximum and minimum limits
and is based on average earnings over the last ten years of employment and
on the number of contributions made. The maximum pension for an employed
person with 30 annual contributions at the age of 60 is 20 per cent of his average
wage for the last 10 years. Where application for pension is deferred, the
amount is increased by 4 per cent for each year until the age of 70, which the
pension is 60 per cent of average wage.

Under a voluntary insurance program, pensions are payable to persons
who leave covered employment. There are four contribution classes and
pension rates are similar to those under the compulsory insurance program.

A transitional allowance on an assistance basis, approximately equal to the
minimum pension, but varying according to place of residence and subject to
a means test, is payable to formerly employed persons not qualified for the
minimum pension by reason of insufficient contributions.

Similar allowances, subject to a means test, are also payable to residual
groups in the aged population.

Pensions and allowances may be augmented by special supplements for a
dependent spouse and for the number of children who have been raised. Benefits
under the health insurance program are available to old age pensioners without
contribution.

Finance

Social insurance in France is entirely contributory. For employed persons,
a 16 per cent contribution on total wages and salaries, divided in the ratio
of 10 per cent employer contribution to 6 per cent employee contribution,
provides protection against the contingencies of old age as well as sickness,

il maternity, disablement and death. For self-employed persons, the rate of

65170—3%
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contribution is approximately the same as for employees but may vary between
different occupational groups. Costs of assistance and of administration are
also paid out of contributions.

Admainistration

The administration of the French social security system is decentralized
through a network of autonomous funds or offices. General policy is laid
down by the National Ministry of Labour and Social Security.

SWITZERLAND
Structure and Development

Switzerland adopted an old age and survivors insurance program in
1948. At present there are two types of old age pension under this program.

(@) Under the basic program pensions are paid to insured persons who
have reached the age of 65. There is no means test and retirement is not
compulsory. Widows and orphans of insured persons receive survivors’ benefits.
In 1948, 42-8 per cent of the eligible age group were receiving pensions under
this program.

Coverage includes all residents of Switzerland and certain Swiss citizens
abroad who have made at least one annual contribution. The amount of
pension varies within fixed maximum and minimum limits and is based on
average income and number of contributions. The pension is increased when
the pensioner’s wife reaches the age of 60.

(b) Under a transitional pension scheme Swiss citizens aged 65 and over
who have not made a contribution to the insurance program may receive a
flat rate pension subject to a means test at rates determined by place of
residence.

Finance

The insurance program is contributory. On all wages and salaries the
contribution rate is 4 per cent. Employers and employees pay 2 per cent
each; self-employed persons pay 4 per cent. On unearned income the con-
tribution rate is graded. Contributions are made to, and benefits paid by,
a national system of funds, with over-all control and co-ordination exercised
by the federal Equalization Fund, The funds are subsidized by grants from
the federal and cantonal governments; the federal share is raised by a special
tax on liquor and ‘tobacco. Interest from the federal Fund constitutes an
additional source of revenue.

Administration

Under general supervision by the Federal Council, administration of the
insurance program is carried out by the funds, organized on three levels of
equalization: the federal Equalization Fund, occupational and cantonal funds,
and employer funds. Private insurance organizations may be licensed to
administer the pensions with respect to their beneficiaries.

2. COMPARATIVE ANALYSIS OF LEGISLATION
The Committee reviewed, on a compartive basis, the main features of

the old age security legislation in the following countries: Canada, Australia,
New Zealand, Denmark, Sweden, the United States and Great Britain.
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During the twentieth century the hazards of old age have come increasingly
to the fore in modern industrial countries and there has been a steady and
considerable growth in the number and scope of government-sponsored old
age security schemes. The financial burden of an adequate income maintenance
program for the aged is inevitably a heavy one in any country; it is particularly
heavy in relation to the cost of other social welfare programs. Moreover,
costs are rising because the aged population is increasing; the problem has
been accentuated in recent years by a general rise in price levels.

The historical development of old age security programs in these countries
shows certain definite trends. Beginning with Denmark in 1891, all the
countries except Sweden established non-contributory old age pension programs
subject to a means test as the first approach to the problem of income security
for the aged. With this type of program as a foundation, there have been
three separate lines of development: on the benefit side, there is a trend away
from the means test towards either a universal flat rate benefit or an insurance
program; and on the revenue side, there is a trend away from the non-contrib-
utory program and towards the use of specially earmarked taxes. None of
these countries, however, has entirely eliminated the payment of old age
assistance under means test, and at the present time only one, Australia, has
entirely eliminated the use of general revenue in the financing of the old age
security program.! A third trend is towards extension of coverage. The
statistics for each country indicate that the number of persons receiving old age
benefits is increasing both absolutely and relatively. This increase is due in
part to the ageing of populations; in part, however, it is due to the addition
of new programs providing either universal or comprehenswe benefits within
a certain age group, and in part to the liberalizing of eligibility qualifications
such as age, residence and allowable income under means test assistance
programs.

Although these three trends are clearly distinguishable, there is no uniformity
in the types of old age security programs in operatlon at present.

Canada and Denmark retain the original non-contributory means test
program. Australia also retains the means test benefit but introduced earmarked
taxes for social security purposes in 1941, and since 1946 has collected all
revenue for its old age security program by this means. New Zealand adopted
a non-contributory means test program in 1898, combined it with a limited
non-means test program in 1938 as part of a general social security system
financed in part by an earmarked social security contribution.

The United States developed means test assistance programs in some
states over a period of years. In 1935, in addition to a nationally organized
assistance scheme, a non-means test program limited in coverage was introduced,
financed entirely by earmarked contributions. In Great Britain non-contribu-
tory means test pensions were first introduced in 1908; a non-means test
program with earmarked contributions and limited coverage was adopted in
1925 and a revised and extended national social security program, including
retirement and assistance schemes, was introduced between 1945 and 1949.

Sweden is the only country which did not follow this general course of
development: a universal non-means test program with earmarked contributions
was adopted in 1913 and has been maintained, with substantial means test
supplementation, up to the present time.

The old age security program in any country is influenced by the

prevailing social outlook, ‘the existence of other social security programs, and
by other services for the aged, such as housing and medical care. Also, it

1 General revenues may be used in the future if necesary.
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tends to reflect the economic capacity of the country and the pressure of other
responsibilities on the available financial resources.

In appraising the existings programs of different countries, it is impossible
to make accurate comparisons of such features as the amount of benefit and
the details of means testing, because there is no adequate basis for comparing
purchasing power parity. Foreign exchange rates are often established
arbitrarily, and are influenced by political and economic factors other than
internal price levels. Cost of living indices are not an accurate measure of
comparison, because the basket of goods and services on which they are
based contains different items in different countries, and the index is weighted
differently according to the relative importance of the items chosen. The base
period used in one index may be different from the base period used in another.
In any case, a cost of living index in general use throughout a country may
not, reflect accurately the patterns of living of a particular group such'as the
aged. Instead of a cost of living index, the average wage may be used as
a measure of comparison, but there will be variations within the calculation of
such a wage, and the usefulness of the resulting figure in comparing benefit
values will depend to a great extent on the relative degree of industrialization
in the countries concerned. A true comparison of purchasing power parity
in different countries would require information which is not available at
the present time.

While there are serious difficulties in comparing the old age security programs
of different countries, there are, nevertheless, certain common features which
may usefully be examined.

Universality of Benefit

In Sweden and in New Zealand a universal benefit is paid as of right to all
persons who have reached a certain age. The benefit is subject in Sweden to
qualifications of citizenship, and in New Zealand to qualifications of residence.
The amount is not at present an adequate subsistence minimum, particularly in
New Zealand; in both countries it must be supplemented by assistance on a
means test basis, although the amount of basic benefit in New Zealand will
increase annually as the scheme matures. The emphasis in New Zealand is
not on the actual amount of benefit but on the fact that it is payable as a
universal right.

In Great Britain and the United States, income maintenance for the aged
is not provided as a universal right, but is made available through a national
compulsory insurance program. The insured person establishes a contractual
right to benefits at retirement by making contributions during his working life,
although neither of these programs is a completely orthodox deferred equity
insurance scheme. Great Britain, under its insurance program, has achieved
comprehensive coverage in terms of contributions, but at present only 63:5 per
cent of persons in the eligible age group are receiving retirement benefits; this
proportion will increase as the scheme matures. The United States, under its
insurance program, has achieved only limited coverage; in terms of contri-
butions, 56 per cent of the employed labour force are covered; in terms of
benefits about 16 per cent of the population of eligible age are covered. Neither
of these programs provides in itself adequate income security for all beneficiaries;
in both cases benefits must be supplemented by assistance on a means test basis.

In Australia, Canada and Denmark, income maintenance for the aged is
provided on the basis of need, as determined by a means test. The proportion
of persons receiving means test assistance comprises 37-9 per cent of the age
group 65 and over for men and 60 and over for women in Australia, and 48 per
cent of the same age group in Denmark. The proportion in Canada represents
43-9 per cent of the age group 70 and over.

e
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In the countries which provide universal or insurance benefits, Sweden, New
Zealand, Great Britain, and the United States, these benefits are insufficient for
substantial numbers of the covered population and must be supplemented by
assistance on either a means test or needs test basis. Sweden provides special
supplements for dependents and for housing.! In Great Britain a non-contribu-
tory means test old age pensions program is maintained as a transitional measure
for certain persons who cannot qualify for insurance benefits. There is also a
national assistance program on a needs test basis for all persons over the age
of 16; the majority of recipients are aged persons. About 10 per cent of the aged
population are receiving national assistance; this includes 12 per cent of those
already receiving retirement pensions.

New Zealand and the United States each have two self-contained old age
security programs. In both cases the non-means test program as originally
established was limited in scope (New Zealand in size of benefit and the United
States in extent of coverage) but was to mature over a period of years. The
United States scheme, however, has not changed substantially from its original
form, while due to increases in the ultimate rate of maximum benefit the New
Zealand scheme is farther from maturity now than it was in 1940. In both cases
the means test program was to be replaced as far as possible; at present, however,
it continues in both countries to be the main income security program for the aged.
Thus, in New Zealand, 49 per cent of the population of eligible age were receiving
means test assistance in 1948, and this included 60 per cent of those entitled to
superannuation benefits. In the United States, 24 per cent of the eligible age
group are receiving means test assistance and this includes 10 per cent of the
relatively small proportion of the population of pensionable age who are receiving
insurance benefits.

Rate of Benefit

The universal benefit in Sweden and in New Zealand is payable at a flat
rate, although in New Zealand the amount increases each year towards a
maximum. In the United States insurance program, benefits are graded above
a fixed minimum the rate is determined by the wage record of the insured person.
In the insurance program in Great Britain, benefits are payable at a flat rate
which may be reduced if the contribution record is inadequate, and may be
supplemented where retirement is deferred beyond pensionable age.

Where assistance is provided on the basis of need, there is usually a means

test, with a flat maximum benefit amount which is subject to reduction. This

. procedure applies to assistance in Canada, Australia, Sweden and New Zealand.

The means test maximum is supplemented in Denmark for deferred application,

for age, for dependents and for special needs; in Canada it is supplemented by
some provincial governments to meet increased costs of living.

In Great Britain and the United States a “needs” test is used instead of a
means test; the amount of benefit depends on the difference between an applicant’s
resources and his subsistence needs. Some state assistance programs in the
United States, however, have set a flat maximum benefit, while in Great Britain
there is a graded maximum benefit, which is supplemented by an allowance for
rent and may be increased to meet special needs.

Age and Retirement Qualifications

~ The universal benefit is payable at 65 in New Zealand and 67 in Sweden.
T'he insurance benefit is payable at 65 in both the United States and Great Britain
(60 for women in Great Britain).

1No figures are available for participation in such assistance.




36 REPORT OF THE JOINT COMMITTEE

Means test assistance is payable in New Zealand at 60, and in the United
States at 65. In Australia and Denmark it is payable at 65 for men, and 60
for women. 1n Sweden it is payable at 67, and in Canada and Great Britain it
is payable at 70.

It wiil be seen that only three countries, Australia, Denmark and Great
Britain provide any age different for women (in Great Britain the differential
applies only to the insurance program).

The insurance programs in both Great Britain and the United States encour-
age insured persons to remain in employment rather than to claim retirement
benefits at the minimum age. In Great Britain there is a deferred retirement
supplement, which increases steadily from 65 to 70, and there are retirement
qualifications, which limit both hours of work and earnings for persons who
claim the retirement pension during these five years. In the United States the
insurance benefit increases automatically by a small amount for each year of
covered employment, and there is also a restriction on earnings in covered
employment of retired persons receiving the insurance benefit.

Where assistance is provided subject to a means test, either as the main
income maintenance program or as a supplement to the basic program, the means
test itself encourages deferred retirement, and may in many instances act as a
retirement condition, since it limits the outside earnings-of a pensioner. In
Denmark, however, deferred application for a means test pension is further
encouraged by means of special supplements.

Reswience and Citizenship Qualifications

In Denmark and in Sweden old age benefits are payable only to citizens, but
there is no residence requirement. In the other countries the residence qualifi-
cation is more important. In Canada and New Zealand there is no citizenship
qualification; residence in Canada is twenty years; in New Zealand it is ten years
or twenty years depending on whether or not the applicant for pension was
resident in New Zealand on March 15, 1938.

Under the insurance program in Great Britain eompulsory insurance begins
ror new comers after twenty-six weeks’ residence. Neither Great Britain nor the
United States requires citizenship for its insurance program and there is no
legal residence qualification for the receipt of benefits, but the contribution
requirements establish an effective residence qualification of three years in Great
Britain and of at least a year and a half in the United States.

Means test assistance in Australia, Great Britain, and the United States is
subject to both residence and ecitizenship qualifications. In Australia the
residence requirement is twenty years, and the applicant must be a British
subject. In Great Britain residence is twelve years or twenty years depending
on whether the applicant is a natural born British subject or a naturalized British
subject of ten years’ standing. Persons who have been naturalized for less than
ten years are ineligible. In the United States the combination of residence and
citizenship qualifications varies according to state law within certain general
limits set by the federal government.

Revenue

Only Canada and Denmark finance their old age security programs entirely
from general revenue. Australia derives all necessary revenue from earmarked
social security taxes, as does the United States insurance program, but in both
cases there is a commitment for appropriation from general revenue if necessary.
In Sweden, Great Britain and New Zealand, a combination of earmarked con-
tributions and general revenue is used to finance old age security programs.
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The proportion formed by contributory revenue is high in New Zealand; in
Great Britain it is high but will decrease to some extent in the years ahead;
in Sweden it is low.

Where there is an earmarked social security tax on individuals, the form
of the tax varies considerably. In New Zealand, it is a flat percentage on total
income; in Sweden, a flat percentage on income tax assessment; and in Australia,
a graded percentage on total income, with exclusions for persons with incomes
below certain limits. Great Britain levies a flat rate contribution.

In addition to the security tax on individuals, some countries impose ear-
marked taxes on employers. New Zealand uses a flat rate percentage tax on
net company income; Australia has a flat percentage on payroll with certain
exclusions; Great Britain takes a flat contribution from employers in respect
of each employee.

The United States insurance program is financed by equal contributions from
employers and employees, levied as a percentage on that part of all wages and
salaries under a fixed limit,

In most countries, contributions on wages and salaries are collected at the
source together with and in the same manner as income tax. Similarly, in most
countries, contributions on other income are collected through income tax
machinery. This procedure is followed in Australia, New Zealand, Sweden and
the United States. In Great Britain the traditional method of making insurance
contributions through the purchase of stamps at post offices has been retained.

In programs which are financed from general revenue, there is no direct
relationship between contributions and benefits. Of the countries which have
introduced specially earmarked taxes, Australia, New Zealand and Sweden do
not relate these taxes to benefits in any way. In the insurance program in Great
Britain, benefits are related to contribution records, but the relationship is not
a direct one. In the United States insurance program, detailed wage records
must be kept for benefit purposes. It may be concluded that the principle of
earmarking taxes for old age security programs does not necessarily involve the
keeping of individual contribution records or a direct relationship between
contributions and benefits.

Administration

The administration of universal flat rate benefits in Sweden and in New
Zealand is on a national basis. Administration is relatively simple; eligibility
is readily determined and payment of benefits is automatic. In both cases
contributions are collected at the source through income tax machinery. There
18 no relationship between benefit and contribution, and there is no need to
maintain individual contribution records.

On the other hand, the insurance programs in both the United States and
Great Britain require more complex administration both in the calculation of
benefits and in the accumulation of revenue. In the United States the rate of
benefit is based on the wage record and quarterly wage records must be kept
for every individual who at any time enters covered employment; further, a large

reserve fund, now eleven billion.dollars, in itself poses administrative and other
problems.

In Great Britain, insurance contributions have been made traditionally
through the purchase of stamps at post offices and the maintenance of individual
insurance books. This method involves considerable difficulties in administra-
tion; in particular it forces employers to keep individual contribution records.

Th_e amount of benefit is related to the contribution record and benefits are
paid through post offices.
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Assistance programs necessarily raise serious administrative problems.
Eligibility and amount of benefit are determined by a complicated procedure
which inevitably involves a degree of subjective discretion at some level of
administration. The means test can be standardized to some extent because
there is a flat maximum benefit, but the needs test, as used in the United States
assistance program, implies that there will be a different benefit calculation
for each individual. In such a program there is, of course, no relationship
between contribution and benefif; even where an earmarked contribution is used
to finance the costs of the program no record need be kept.

It will be seen that from the benefit side, the universal flat rate pension is the
easiest to administer. On the revenue side, where earmarked contributions are
used they can be collected. for this specific purpose through existing tax
machinery so that the financial administration becomes an extension of the
collection of general revenue. Only the insurance programs involve the keeping
of individual records and the establishment of a procedure for determining in
each individual case eligibility for and amount of benefit on the basis of previous
contributions.

Pay-As-You-Go and Reserve Funds

Old age security programs in all the countries under review are financed
essentially on a pay-as-you-go basis, with the exception of the United States
insurance program, which maintains a modified actuarial reserve.

Canada and Denmark finance their means test programs entirely from cur-
rent revenue. No fund is established and no reserve is maintained. New
Zealand and Sweden use the mechanism of a fund to finance a number of pro-
orams, including old age security, but maintain only contingency reserves
(enough to meet unforeseen contingencies for one year). New Zealand does not
accumulate a reserve even though the cost of superannuation benefits increases
each year as the benefit rises.

In Australia, the National Welfare Fund is used to finance several
programs, including the means test age pension and unemployment benefits.
The Fund maintains a reserve which at the present time is large enough to
meet all its expenditures for one year. It appears that the reserve is held as a
cushion against such contingencies as a fall in revenue from taxation and a
rise in unemployment benefits in case of fluctuations in the level of employment.
There is no evidence to indicate that a large reserve is being built up in order
to meet future increased expenditure on age pensions. Moreover, the govern-
ment which set up the National Welfare Fund indicated that it was prepared
to underwrite the Fund if necessary.

In Great Britain a reserve fund was created from the assets of former social
security programs now superseded. When the National Insurance Program
was established, a certain amount of the accumulated capital was transferred
from this reserve fund to the National Insurance Fund, which is a current
account used for several social security programs. The interest from the reserve
fund is paid annually into the National Insurance Fund, and there is provision
for further transfers of capital when necessary, through resolution of the House
of Commons; but since the initial transfer the program has been financed
entirely from current revenue on a pay-as-you-go basis.

The United States insurance program was originally established on the
basis of a full actuarial reserve. There has been opposition to the accumulation
of large reserves and the requirement of an actuarial reserve was deleted from
the Social Security Act by the 1939 amendment. It was hoped that the program
would be financially self-sufficient but, in 1943, provision was made for an
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appropriation from general revenue when necessary, because the fund was
operating at an actuarial deficit. There is still opposition to the reserve prin-
ciple, as illustrated by the Curtis minority report on H.R. 6000, the bill which
would revise and extend the insurance program. However, the majority in both
House and Senate Committees examining H.R. 6000 continue to adhere to the
modified reserve principle,! and the bill would remove the provision for appro-
priation from general revenue, thus committing the insurance program to
permanent financial self-sufficiency.

From the evidence of the countries studied it appears that there is a growing
tendency to finance old age security programs on a pay-as-you-go basis. The
payment of social security benefits in any given year is essentially a transfer
of goods and services produced by the country in that year to a special group
within the population, in this case the aged. Thus the real burden of main-
taining the aged in terms of goods and services must be met out of current
production each year, and it has been argued that the pay-as-you-go approach
is a realistic method of financing an old age security program.

11t is of interest to note, however, in this connection that in June 1950, the United States
Senate, in giving its approval to the report of the Senate Finance Committee on H.R. 6000,
also gave unanimous approval to a vote of $25,000 for a two-year study of the possibilities of
universal coverage and of pay-as-you-go financing of the old age insurance program.
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CHAPTER III

,

REPRESENTATIONS FROM THE PROVINCES

In response to a request to the provincial Ministers of Welfare to furnish
information which might be helpful to the Committee, replies were received
from seven Ministers; no comments were received from those of New Bruns-
wick, Prince Edward Island or Quebec. The Welfare Ministers of Newfound-
land, Ontario, Saskatchewan and Alberta forwarded briefs dealing with problems
arising from the administration of the program and making certain recommen-
dations. In the case of Newfoundland, difficulties which have arisen in the
administration of the means test and in equating provincial aid to other
dependent groups with the federally supported pensions to the aged were
discussed. The communication from the Ontario Minister noted certain diffi-
culties encountered in administering residence qualifications and the means test,
indicated the government’s support of a universal pension payable at 70, and
expressed the view that a contributory scheme without a means test might be
possible. The Saskatchewan and Alberta Ministers mentioned different admini-
strative difficulties which have arisen in those provinces. The Manitoba and
British Columbia Ministers forwarded copies of resolutions passed by the
provincial Assemblies calling for early consideration of the 1945 Dominion
Proposals, and, with the Minister of Public Welfare for Nova Scotia, expressed
a desire to co-operate with the Committee and to supply such information as
might be requested. A communication was also received from the Council of
the Yukon Territory requesting an increase in allowable income from $120 to
$360 per annum, in addition to pension. The more extensive of these briefs
are summarized below.

NEWFOUNDLAND

The Minister of Public Welfare pointed out that prior to Confederation,
pensions were paid to persons aged 75 years and over at the rate of $6 a
month to a single pensioner and $10 a month to a married pensioner. The
widow of a pensioner could qualify for pension only if aged 65 or over at the
time of the pensioner’s death. At the time of Confederation with Canada, new
legislation was enacted, and an agreement between Newfoundland and the
federal government to pay a $30 monthly pension became effective April 1, 1949;
the existing agreement, which raised the pension to $40, came into force April 1,
1950. During the first year of the federal-provincial program, 11,283 persons,
or 88-4 per cent of an estimated 13,400 in the province aged 70 and over,
qualified for either full or partial pension. The average pension paid was
$29.57." Newfoundland does not provide a supplementary allowance, but a
provincial pension of $25 per month is paid to certain persons aged 70 and
o;rer who do not meet federal requirements, particularly with regard to proof
of age.

The Minister also made a number of personal comments on problems
connected with the existing program. Difficulty is encountered in determining
the extent of income, especially in occupations such as fishing, where income
fluctuates from year to year. Strict enforcement of the means test tends to
encourage devices which cannot be regarded as wholly honest. The allowable

41
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income ceiling is felt to be too low and certain pensioners already receiving
a very modest industrial or government pension can qualify for old age pension
only in an amount insufficient to meet their needs. An equitable evaluation
of property is particularly difficult in Newfoundland because reliable standards
of evaluation are lacking in many areas. Certain difficulties attending increase
in pension rates since Confederation are also noted. Because of increases in
the amount of old age pension the province has found it necessary, if a balanced
welfare system is to be maintained, to effect increases in payments to other
dependent groups. In addition, a monthly allowance of $40 represents a con-
siderable sum in an outport of Newfoundland and the $80 received by married
pensioners is out of line with average normal earnings. The possibility of a
flexible scheme was suggested, under which the needs of all dependent groups
could be considered, and federal aid could be applied in a manner best suited
to over-all welfare requirements of the province.

ONTARIO

The Minister of Public Welfare for Ontario stated in his reply that the
covernment of his province favours a universal pension payable to persons 70
years of age and over. It believes contributory old age security without a
means test might be possible although it would take time to implement such a
plan. In the interim the existing scheme might be improved in a number of ways.

In a memorandum accompanying the Minister’s letter, it was pointed out
that existing residence requirements tend to disqualify applicants who are
unable to provide acceptable evidence of extended residence in Canada. A lesser
period of continuous residence would suffice, and yet provide adequate safeguard
against abuse.

In addition, it was claimed, that income limits discourage attempts to
attain higher standards of living. The aged person who could obtain part-time
or seasonal employment is so restricted in the amount he can earn while retaining
pension that he finds it impracticable to accept work. If a maximum income
limit is to be incorporated in any pension scheme it should provide for an
outside income, in addition to pension, at least.equivalent to the amount provided
for in the Aect prior to the last amendment.

It was suggested that Section 9(1) of the Old Age Pensions Act, which
forbids transfer of real or personal property for the purpose of qualifying
for a higher pension, is used so little that it should be excluded. The view
was expressed that application of this section causes long administrative delay
while the pension authority obtains evidence to indicate whether the applicant
has transferred his property in order to qualify for pension.

Finally the memorandum stated that Section 9(2) of the Old Age Pensions
Act, which relates to recoveries from estates of deceased pensioners, deters
many persons from applying for pension but actual recoveries represent less
than one per cent of total expenditure and do not warrant the retention of the
section.

SASKATCHEWAN

The Minister of Social Welfare and Rehabilitation for Saskatchewan
submitted a memorandum with respect to the Department’s experience in the
administration of old age pensions. It was pointed out that in an agricultural
province the application of the means test requires a large field and office staff
to determine eligibility from year to year. Extensive knowledge is required of
changing prices for livestock and grains, production costs, land values, and
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many other complicated facts; and difficult administrative problems are created
by requirements of proof of age, transfers of real and personal property, assess-
ment of the value of shelter, recoveries from estates, and interprovincial charge-
backs. Other special problems with respect to the determination of income
are caused by payments under the Prairie Farm Assistance Act, deferred pay-
ments to grain growers by the Canadian Wheat Board, mortgage payments and
so on. Cancellations and adjustments in calculation of income cause very
considerable hardship as over-payments must be recovered, regardless of the
pensioner’s ability to live on a reduced amount during the process of recovery.
The present maximum award of $40 a month does not meet living requirements
in the province.

ALBERTA

The Deputy Minister of Public Welfare for Alberta raised the problem
of old age pensioners maintained in homes and institutions, as an example of
the type of question which might receive consideration. In Alberta the
approximate average maintenance cost in institutions is $95 monthly, which
includes $5 per month allowance to the pensioner. Of the total cost, the
federal share is $30, the provincial $42.50, and the municipal $22.50. In addi-
tion, Alberta provides hospitalization and treatment services to all old age
pensioners and their dependents.
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CHAPTER 1V

BRIEFS AND TESTIMONY OF ORGANIZATIONS

The Committee studied briefs on old age security presented by a number
of organizations, and heard testimony from representatives of eight of the
larger organizations. Briefs and testimony are summarized in this Chapter,
which includes evidence from 1'Union Catholique des Cultivateurs; the Canadian
Congress of Labour, the Trades and Labour Congress of Canada and la
Confédération des Travailleurs Catholiques du Canada; the Canadian Chamber
of Commerce, the Canadian Manufacturers’ Association and the Canadian Life
Insurance Officers Association; and the Canadian Association of Social Workers
and Canadian Welfare Council. In Section 1 the principal features of briefs
and testimony are presented; in Section 2 a comparative analysis is given.

1. SUMMARY OF BRIEFS AND TESTIMONY |

Agricultural Organizations

L’UntoNn CatHOLIQUE DES CULTIVATEURS

L’Union Catholique des Cultivateurs recommended that the age of eligibility
for pension be lowered from 70 to 65, that the means test regulations be broadened
and that amount of pension be adjustable to meet variations in living costs.
The witness for I'Union, in giving testimony, stated that first priority should be
given to lowering of the age limit and second to broadening of the means test.

In considering a supplementary measure to the basic means test pension
I’Union stressed the difficulty, in so far as the agricultural population is con-
cerned, of establishing a universal compulsory program and suggested, as an
alternative, that a voluntary contributory program might be developed through
utilization of Canadian government annuities. To encourage participation in
the voluntary scheme, the organization suggested that the government might
consider subsidizing the cost of annuities.

Basic Universal Pension

Amount of Pension. 1. Union approved the upward adjustment of pension
rates which has taken place since 1927 and endorsed the principle of adjusting
pension in accordance with cost of living levels. It considered the existing
$40 pension to be fair at the present time, subject to adjustment of age and
means qualifications as recommended.

Age Requirement. The organization pointed out that many persons aged
from 65 to 70 are unable, under modern intensive mechanized methods, to
carry on farming operations. In addition, in the case of many older persons
engaged in agriculture today, intensified activity during the war years and the
introduction of new and unfamiliar machinery have hastened the advent of
old age. L’Union accordingly recommended that the minimum pension age be
lowered from 70 to 65 years.
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Means Test. On the assumption that the means test would remain a
condition of eligibility for pension, the organization proposed that regulations
governing the test should be broadened to permit ownership of personal assets
of a value up to $10,000, the income from which should not be taken into
account when determining the amount of pension. While I'Union had not
explored all the implications involved in abolition of the means test, and felt
some doubt as to whether this would be possible from the point of view of
costs, the witness stated that he would support its removal in the case of
persons aged 70 and over, as the costs of universal pensions for this group
would not greatly exceed those that would be incurred under the liberalized
means test proposed by 1'Union. However, in the opinion of the witness the
test should be retained for pensions paid to the 65 to 69 age group.

Financing the Program. While no specific proposals were made in 1’'Union’s
brief concerning the financing of the basic pension, the witness stated that a
possible method would be through sales or other indirect tax, together with a
social security tax collected from all but the lower income groups.

Administration. L’Union recommended that the basic means test pro-
gram should continue to be administered on the existing federal-provincial
basis.

Contributory Insurance Program

While I’'Union was not opposed to the contributory principle, it expressed
the view that, if applied on a compulsory basis, certain difficulties would arise
in the case of farm workers, because of difficulty in arriving at an exact
assessment of income. the instability of farm income, and complications with
regard to the verification of returns and the collection of contributions.

It recommended that, as a supplement to the basic minimum pension, pro-
vision be made through government annuities for persons who desire to
purchase additional pension rights, and that the government should study the
possibility of increasing its contribution to these annuities, so that the state
could more effectively aid individual effort and assist persons unable to
provide for old age through private annuities.

Labour Organizations

Tae CanapiAN CONGRESS OF LLABOUR

The recommendations of the Canadian Congress of Labour concerning old
age security were prepared by the Executive Council of the Congress. They
constitute part of the over-all social security policy of the organization, which
calls for establishment of a comprehensive program covering old age pensions,
health services, and sickness, disability and other benefits. The Congress, in
previous representations to the federal government for the implementing of
this program, had laid special stress on the necessity of adequate provision for
the aged and its brief emphasized both the necessity of state welfare measures,
as an inevitable concomitant of industrialization and urbanization, and the
difficulties that face the worker today in providing for his old age.

The existing Old Age Pensions Act was criticized on three major points;
the means test, the age requirement and the amount of pension. In answer to
a question on priorities, the witness testifying for the Congress stated that, if
these three criticisms could be met only in order of relative urgency, he would
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assign first priority to abolition of the means test, second to lowering of the
age qualification and third to increase in the amount of pension. Variations
in the application of the Act, as between provinces, were also criticized.

The Congress recommended the establishment of a universal basic federal
pension of $50 a month as of right, payable at age 65 and increased annually
by a cumulative national productivity bonus of two per cent. To supplement
the basic pension it recommended a contributory insurance pension with
graduated contributions and benefits, and, in addition, a means test assistance
program for persons unable to qualify for pension, or for sufficient pension
to meet, their needs. In addition, certain basic amendments to the Government
Annuities Act were proposed. The brief was divided into two pa.rts, the first
dealing with government pensions, the second with employee pension plans.

Basic Umiversal Pension

Amount of Pension. The existing $40 monthly pension was criticized as
insufficient to maintain life in comfort and decency, and as quite unjustifiable
at a time when the national income is nearly $13 billion.

The Congress contended that the proposed pension of $50 represents a
moderate amount and should be paid universally, at a flat rate. Variations in
living costs between different areas could be offset to a large extent by a suitable
housing program. The organization stated that right to pension should not be
contingent upon retirement.

To obviate the possibility of the pension remaining fixed in amount while
economic conditions changed, the Congress suggested a two per cent cumulative
annual increase in pension. This recommendation was based on the assumption
that national productivity increases continuously at a rate averaging about two
per cent annually over a long span of time. The organization argued that the
increase would have the further important effect of enabling pensioner purchasing
power to keep pace with the volume of goods and services being made available.
The use of a sliding cost of living bonus was rejected by the Congress because
of its tendency to freeze the amount of pension, and to tie the beneficiary to a
standard of living which may no longer exist, and because it represents only
an average based on a rigid pattern of consumption.

Age Requirement. The Congress expressed the view that the age require-
ment of 70 or over is onerous by any standard, and recommended that pension
be payable at age 65. It cited illustrative statements from the Bank of Nova
Scotia Monthly Review, February 1950, and the Labour Gazette, November
1949, concerning employment difficulties faced by older workers today; a state-
ment made by Louis I. Dublin, Vice-President, the Metropolitan Life Associa-
tion, that in the United States close to 40 per cent of older persons suffer
economic hardship due to present high living costs; an estimate of the Annuities
Branch, Department of Labour, that 45 out of every 100 average Canadians who
start to work at age 25 are dependent at age 65; and the fact that 73-3 per cent
of Canadian old age pensioners are receiving the maximum assistance available
under the Act. These examples were supported by comparison with other
countries, where pension generally commences at age 65 for men, and in many
cases at age 60 for women. In terms of employment opportunity and the degree
of indigence or near indigence among the aged, 70 was thus considered by
the Congress to be too high an age for commencement of pension.

Means Test. The Congress recommended that the means test be abolished.
The test was criticized on a number of points: that is discourages thrift and
encourages dishonesty; that it places an undesirable stigma of indigence on
persons receiving pension and subjects recipients to a scrutiny which is demean-
65170—4}




48 REPORT OF THE JOINT COMMITTEE

ing, intrusive and damaging to self respect; and that it causes wide variation
between provinces in assessing the value of board and shelter, property and
other income factors, so that pensioners in identical circumstances but in different
provinces may receive substantially different amounts of pension. The Congress
pointed out that, in effect, there are eleven different pension jurisdictions where
there should be one, as with unemployment insurance.

Financing the Program. The Congress stated that the total cost of paying
a $50 monthly pension to all persons age 65 or over, irrespective of means, would
be about $660,840,000 in 1951. It believed that this would be offset in part by
about $110 million federal and provineial expenditure under the existing program,
by an additional amount that could be realized through elimination of the
special $500 tax exemption now allowed to persons over 65, and by the amount
that would be recovered from pensioners through income tax. It estimated that
the net additional cost of the recommended program would therefore be about
$500 million, or less than 4 per cent of the $13,000 million national income. It
also expressed the view that any future increases in the proportion of pensioners
to population would be more than offset by increases in the national income.

The Congress suggested the following methods for the financing of the
program, though it did not specifically recommend any one method, or combina-
tion of methods. Restoration of corporation income tax to wartime levels would
bring in well over $300 million. Graduated increases in personal income tax
rates, averaging 25 per cent, would colleet over $125 million. In addition, the
Congress stated that it would not oppose a lowering of exemption levels for the
specific purpose of financing old age pensions. The witness expressed his belief
that the great majority of members of unions affiliated to the Congress would
be prepared to meet these costs, in part through lowering of income tax exemp-
tion or, as part of a comprehensive social security program, through intro-
duction of a social security tax extending downward to low incomes.

Administration. The Congress recommended that the program be admini-
stered by the federal government.

Contributory Insurance Program

Assuming the establishment of a universal $50 basic pension as of right, the
Congress considered that the next logical step should be the establishment of a
supplementary scheme of contributory pensions, as universal as possible in
application, under which both contributions and benefits would be graduated on
the basis of income. The witness for the Congress favoured an actuarially
sound reserve fund rather than a pay-as-you-go program. The Congress rejected
the flat sum benefit for this program as it would tend to be tied to the lowest
incomes and as better paid groups would face an unduly drastic cut in living
standards. The scheme would be supported on a tripartite, government-
employer-employee, contribution basis and the Congress accepted the fact that
costs of administration would be relatively heavy. The witness suggested that
the total amount which would be payable under the combined basic and contri-
butory pensions might equal the $100 pension which the Congress has been
endeavouring to obtain through employee pension plans.

Assistance Program

To meet the needs of contributors who would be too old to build up adequate
pension rights through the contributory plan, or for whom the basic pension
plus entitlement under the contributory program would be insufficient, the
Congress recommended the payment of assistance on a means test basis. The
use of a means test was justified by the organization in this instance as minimum
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needs would already have been covered. The Congress contemplated that, over
a period of years, assistance costs would become stabilized at a relatively low
figure.

Employee Pensions

The Congress stated that with its affiliated unions it is now pressing for
employee pension plans for two reasons: the absence of any government
program considered to be adequate, and the belief that the employer has an
obligation toward the employee beyond the payment of wages. Assuming the
establishment of an old age security program, as recommended, it considered
employee pensions as largely limited to providing a useful supplement for
long-term employees.

Two considerations governed Congress policy in regard to employee schemes.
First, it argued that pensions should be non-contributory in character, because
employer contributions may be regarded as deferred wage payments liable to be
terminated through bankruptey or weakened through lack of funds, and because
company schemes are invariably qualified by considerations such as eligibility
and past service which tend to limit both the pension rights and the freedom
of the employee. Secondly, it contended that administration should be shared
equally by management and by employees through their union. Since employees
are bound by the terms of the pension scheme, and because the scheme, as a
form of wage, becomes a condition of employment, the Congress suggested that
the employee pension properly falls within the area of collective bargaining.
Congress policy calls for administration by Boards of Trustees composed of
equal numbers of union and management representatives, under an impartial
chairman.

The Congress would be prepared to recommend that the Annuities Branch
of the Department of Labour be used as the vehicle for the administration of
employee pensions were it not for certain features of the Government Annuities
Act which are considered to be unduly restrictive in relation to Congress policy.
These are: the employer alone and not a Board of Trustees may enter into a
contract for his employees; the maximum pension of $1,200 a year payable under
the Act makes it necessary to enter into supplementary contracts with other
agencies; if separation takes place before retirement, no cash rebate is possible
since the employee must accept a paid up annuity for his vested right, and his
element of choice is thus restricted; and the Act and its regulations are un-
necessarily restrictive and rigid, e.g., supplementary disability pensions may
not be included in a contract.

The Congress recommended that the Government Annuities Act be amended
to meet these problems and that it preferably be administered by a crown
company so that the required flexibility could be obtained.

TaE TRADES AND LLABOUR CONGRESS OF CANADA

The brief of the Trades and Labour Congress of Canada, was prepared by
the Executive Council of the Congress on the basis of decisions or resolutions
adopted at national conventions.

In its introduction the Congress expressed the hope that comprehensive
social security legislation would be adopted during the present session, and
summarized a memorandum, presented to the government on March 9th, 1950,
urging the enactment of an all embracing Social Security Act to provide, on a
universal contributory basis, for a comprehensive health insurance program;
for non-means test, federally administered $60 old age and blind pensions,
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payable at age 65 for men and age 60 for women; for mothers and widows
allowances administered on a national basis; and for unemployment insurance
to be integrated into the proposed comprehensive social security program.

The history of old age income security plans and other social security
measures in Canada was traced and the growth of private pension plans noted.
While not officially opposed to employee pension plans, the Congress is opposed
to their acceptance as a basic old age security measure and, for a number of
reasons, is concerned about their growth. The Congress contended that while
employee plans have provided some protection to those able to benefit from them,
they have also created great difficulties. They tend to immobilize the labour
force and to reduce the economic freedom of the individual; their finanecial
soundness depends on the hiring of young people and, where an employee plan
is in effect, hiring policy must be geared to it; persons engaged in seasonal
occupations cannot benefit; marginal undertakings cannot support the cost.
The Congress stated that a universal pension to provide comfort and security is
necessary if employment is to be based on skill and ability and not to be
influenced by the ease with which a person can be fitted into a pension scheme.

The Congress recommendations were divided into these concerning old age
pensions, and those concerning other supplementary services for the aged.
Recommendations concerning services for the blind and disabled were also made.

Old Age Pensions

Amount of and Qualifying Conditions for Pension. The Congress recom-
mended a universal old age pension, to be paid irrespective of means or whether
retirement has taken place, at the rate of $60 per month to persons aged 65 and
over. Fifteen years’ residence in Canada was the only qualifying condition
recommended by the organization. The pension was set at $60 because the
Congress felt that this is the minimum amount required to keep a person aged
65 or over in a state of health and decency, and because the rate should be high
enough to preclude the need for employee plans. The proposed amount was not
regarded by the Congress as excessive at a time when average labour income is 1
$108 a month. The organization suggested that the amount of pension could be '
increased or decreased if it were reliably established that living costs had risen

or fallen.

Financing the Program. The comprehensive social security scheme recom-
mended by the Congress, would be financed on a pay-as-you-go contributory |
basis, with the cost of old age pensions being met by an assessment on personal ‘
income. The Congress on a number of occasions has endorsed the contributory
principle and condemned financing by indirect taxation. :

Costs of the recommended old age pensions program were estimated at
$720 million annually, on the basis of an estimated 1,006,000 persons aged 65
or over in Canada in 1949. If personal income in Canada is $12495,000, as
estimated for 1949, then allowing for certain non-taxable income, estimated to |
be about $2,500 million, net taxable income for purposes of old age pensions ‘
would be $10,000 million. The Congress suggested that a six per cent or possibly
slightly higher social security contribution levied on this amount would provide
an annual revenue of $600 million. The difference between this sum and the ]
estimated cost of $720 million is equal to the combined federal and provincial
expenditure of $120 million under the existing old age pension program. The
Congress pointed out that if this latter amount were to be raised entirely by
the federal government from general taxation it would provide for participation
in the program by those whose incomes were too small to be affected by a general

social security contribution.
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Because pension payments would be relatively rigid as compared to the
amount of contributions, which would fluctuate in accordance with economic
conditions, the Congress suggested that a reserve fund might be built up by
setting aside in each year a small sum, equal to one or two per cent of total
pension payments, and that the fund and its administration be reviewed and
adjusted by Parliament every ten years.

Administration. The Congress recommended that the basic old age pension
program be administered and financed entirely by the federal government,
though the provinces might still pay supplements.

Other Services for the Aged

Medical and Hospital Services. The Congress proposed that pending and
after the establishment of a national health service, old age and blind pensioners
and their dependents should be provided with complete free medical and hospital
care, including care for mental illness.

Housing. The Congress submitted that consideration should be given to
provision, on a low rental basis, of special living quarters for the aged, where
they would live in proximity to their families, with special accommodation for
married couples.

Recommendations Concerning Blind and Other Disabled Persons

The Congress proposed that pensions to the blind should be paid at age 18
instead of 21. It considered that any increase in old age pensions should be
applied to pensions to the blind, and that pensions should be extended, on the
same conditions, to other disabled persons.

La CONFEDERATION DES TRAVAILLEURS CATHOLIQUES DU (CANADA

The recommendations of la Confédération were based on resolutions adopted
at the last annual congress and emphasized labour’s interest in and desire for
increased social security measures. Due to the absence of its officers on official
business, la Confédération was unable to send representatives to testify on its
brief before the Committee. The organization was interested primarily in union-
negotiated employee pension plans, and in ensuring that the worker, through his
union, is enabled to participate in the administration of the plan. ILa Confédéra-
tion expressed the belief that an important concern of the state should be to
ensure that negotiation of employee pension plans is accepted as an integral part
of collective bargaining. Since such employee pensions could never cover all
real needs, it would be necessary that the state meet the remaining needs. Thus,
state old age pensions were regarded as a measure complementary to employee
pension plans.

Employee Pensions

La Confédération expressed the view that the social security structure should
be built around the union-negotiated employee pension plan. It stressed the
important role that should be played by the workers’ professional association
in negotiating employee plans, and the necessity of providing that the worker
might, through his union, participate in their administration. The organization
proposed that the state should ensure that the negotiation of pension plans is
included as an integral part of collective bargaining, and that, where such plans
exist and provide advantages not less than those offered by state plans, the
worker is compelled to participate before he can apply for any government
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pension. La Confédération added that if any contribﬁtory state plan is adopted
the worker should not be obliged to contribute if already contributing to an
employee pension plan which provides comparable benefits.

Basic Uniwversal Pension

Amount of and Qualifying Condition for Pension. As employee pension
plans could not however, cover all employed persons or all industries, a universal
state pension was felt by la Confédération to be necessary as a complementary
measure. The organization proposed that the state plan should provide a mini-
mum pension which, taking present living costs into consideration, should be at
least $50 a month. La Confédération considered that it should be paid at the
age of 65 for men and 60 for women but should not be contingent upon retire-
ment. The organization argued that the means test, which it considered to be
humiliating and to give the impression that a worker must accept charity after
a lifetime of work, should be abolished.

Financing the Program. Although la Confédération expressed the belief
that if priority were given as suggested to employee pension plans, the costs of
the state program would decrease progressively as coverage under employee
pension plans developed, it estimated that the cost of the recommended state
program would amount to approximately $1 billion in about ten years’ time.
La Confédération expressed the view, however, that a country with Canada’s
wealth is capable of providing its population with this minimum soeial and
economic security.

Administration. La Confédération expressed its belief that the existing
joint federal-provinecial administration has worked excellently and recommended
its continuance. It would like, however, to see the membership of old age pension
commissions broadened to include representatives of labour.

Business Organizations

THE CANADIAN CHAMBER OoF COMMERCE

The recommendations of the Canadian Chamber of Commerce were pre-
pared by the Executive Council which was unable to submit them for the
approval of its members, because there was to be no annual meeting of the
Chamber prior to termination of the Committee’s hearings.

The Council recognized a growing public demand for increased measures
of old age security and suggested that, if the Canadian people are willing
to meet the cost, a universal basic pension of $30 a month be paid without
means test to all Canadians aged 70 and over. The pension proposed by
the Council should be administered by the federal government and financed
from current revenue. No specific proposal was made as to how the amount
required to finance the program should be raised, but it was suggested, in
testimony, that both direct and indirect taxation should be employed.

While concerned about the present high taxation level, the Council stated
that if there is a general desire for universal pension, ways and means for its
implementation should be explored. However, because of the present budgetary
position, increasing defence costs, the effect of foreign trade on domestic pros-
perity, and uncertainty as to the extent to which the Canadian people are able
and willing to meet the costs of old age security, the Council suggested that
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any plan adopted at this time should be of an exploratory nature, especially
in view of the tendency of expenditures of this kind to increase over the years,
and to become a fixed and rigid recurring cost.

Noting that security may be attained through individual savings, insurance
or employee pension plans, and voluntary welfare and assistance services, as
well as through state financed plans, the Council expressed the view that
whatever program is adopted should be so designed as not to discourage thrift,
personal incentive or the individual sense of responsibility to provide against
those risks that can be met personally. The Council ccnsidered that any
integration of the various industrial retirement schemes with the proposed
universal pension program should be left to the choice of industry.

Universal Basic Pension

Amount of Pension. In proposing a $30 monthly pension the Council had
in mind the spending of between one and two per cent of the national income.
While it was admitted in testimony that a $30 pension was low, the Council
expressed the belief that revenue to finance a higher pension could not be
raised, taking into ecnsideration the present budgetary position, rising defence
costs, uncertain foreign trade conditions, and existing high levels of taxation.
However, it emphasized that the amount proposed is tentative and exploratory,
and could be reviewed after a period of administrative experience. No future
decrease in the proposed $30 pension was contemplated by the Council.

The basic pension recommended by the Council was envisaged as a basic
minimum, the payment of which by the federal government would not exclude
the possibility of supplementation by provincial governments. Under the
scheme proposed by the organization, some portion of the pension paid to those
in the high income group would be recovered through taxation.

Age Requirement. The Council, in recommending a basic universal pension
at age 70, had in mind that the cost of universal pensions below that age would
mount alarmingly. In considering the ageing of the population and increased
life expectancy, one witness particularly emphasized the older persons should
remain in productive employment, even up to age 70 and beyond, and stressed
the important respensibility of business and industry in this regard.

No recommendations were made concerning persons below 70 years of age,
except that they should be given every encouragement to continue in productive
activity. The problem of destitute and incapacitated persons in the age group
65 to 69 was recognized but, as was pointed out in testimony, the question
of incapacitation was considered beyond the scope of recommendations with
respect to old age. However, one witness suggested that incapacitated persons
below 70, or even 65 years, might receive assistance on a means test basis, if
funds were available.

Means Test. The Council recommended the abolition of the means test
m order to encourage elderly persons to continue contributing to the productive
capacity of the country. Tt considered the test to be discriminatory, to penalize
the thrifty and to tempt persons to make false declarations of income in order
to secure the maximum benefit. A precedent for the payment of benefits without
test, it was pointed out, had been established under the Family Allowances Act.

Financing the Program. The program proposed by the Council would be
financed out of current revenue, specifically raised and earmarked for the
payment of pensions. The Council argued that payment of the proposed pension
should be viewed as a redistribution of the national income, and should be
financed on a contributory pay-as-you-go basis out of current revenue or
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income, rather than through some type of funded reserve. The organization
pointed out that any plan operated by the government under a funded arrange-
ment, particularly where an individual’s contributions are eredited to his account,
would be open to the danger of high administrative costs, and that a large
fund might be uneconomically accumulated. No recommendation was made as
to the specific tax measures by which the necessary revenues could be obtained
but, since the Council expressed the belief that all Canadians should contribute
out of current income, it was suggested, in testimony, that both direct and
indirect taxes might have to be levied.

Admanistration. - The Council proposed that the program be administered
by the federal government.

THE CANADIAN MANUFACTURERS ASSOCIATION

The recommendations of the Canadian Manufacturers’ Association were
based on the Association’s previously expressed policy in social security matters;
current thinking of the membership could not be ascertained until the next
annual meeting of the Association.

Because of the problems raised by the ageing of the population, the
Association considered that the question of old age income security would have
to be dealt with on a long-range constructive basis. The Association expressed
the view that the problem could best be met, as it had previously recommended,
through the establishment of a national compulsory contributory insurance
plan under which the amount of benefit is related to contributions and benefit
is paid as a right upon retirement. The Association considered the establish-
ment of such a program to be urgently necessary at this time, because of the
growth of the existing means test program. It contended that the contributory
approach would serve to keep costs within reasonable limits, would eliminate
incentives to thriftlessness and fraud, and would stimulate self-reliance and
independence. The program suggested by the organization would provide a
coverage not possible under employee plans, on which it considered that no
basic social security system could be built, and would allow more industries
to set up employee pension schemes to supplement benefits paid under the
basic national program. In addition, as universal coverage could not be
obtained for some years, it would be necessary in the opinion of the Association
to retain the present federal-provincial means test program, though it would
decline in importance as the contributory program developed.

Contributory Insurance Program

The Association recommended the establishment of a national, compulsory,
contributory insurance scheme, financed through employer-employee contri-
butions, with only the cost of administration being met by the federal govern-
ment. The Association emphasized that coverage of substantially all gainfully
oceupied individuals should be the ultimate goal, to prevent the mobility of
workers between covered and non-covered employments from being impeded
and to reduce administrative complications. The Association admitted that
universal coverage might not be administratively feasible immediately, but said
that the scheme should include at least those workers now covered under
unemployment insurance, with every effort being made to extend coverage
further; it considered that any scheme based on employer-employee contri-
butions would be discriminatory to the extent that coverage is not complete.

‘The Association suggested that the self-employed might be allowed to
enter the scheme voluntarily if administratively feasible; these persons, together
with the vast majority of workers not covered under employee plans, are now
discriminated against in their role as consumers and taxpayers.
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Amount of Pension. The pension should be related to the worker’s earnings
in covered employment, as the Association considered that a flat rate uniform
pension was not feasible when wage rates vary widely between different
occupations and areas, as in Canada and the United States.

The Association did not suggest specific contribution or benefit rates. It
recommended however that the contribution rate and benefit formula should be
so constructed as to avoid payments in excess of a “reasonable maximum”.

As part of the program proposed by the Association, pensions, calculated
as a percentage of the pension entitlement of the deceased pensioner, would be
paid to the surviving widow and children. The payment of an additional
benefit to a retired pensioner, on behalf of his wife, was not specifically recom-
mended by the Association; it was suggested in testimony, however, that this
might be done.

The payment of a minimum pension as of right was recommended by the
Association for those persons in covered employment who, at the beginning of
the contributory program would be at, or beyond, retirement age, or so close
to retirement that their contributions would provide only an insignificant
amount, of benefit. The amount of the “minimum pension” was not specified
by the Association.

Age Requirement. The Association did not recommend a specific pension-
able age other than that it should be over 65 but not over 70 years for both
men and women. It was recognized by the organization that many industrial
plans retire men at 65 and women at 60 years, and that the United States and
Great Britain set the retirement age for men at 65 years. However, in proposing
that the age limit be well over 65, the Association had in mind considerations
of cost, increasing longevity, the ability of older persons to work longer than
formerly, and the fact that the increased time now required to obtain an
education diminishes the percentage of the population from whose production
the steadily increasing costs of old age protection must be met.

Retirement Test. The Association stated that it would encourage retired
pensioners to continue in occasional or part-time employment, but no contri-
butions should be required from pensioners in respect of such employment, and
their pension should not be reduced, unless earnings exceed a specified amount,
which should be higher than allowable income under the present means test
program. In discussing the administration of the necessary retirement test,
various difficulties were foreseen, and the witness stated that this question would
therefore receive further attention by the Association.

Contributions. The insurance scheme proposed by the Association would
be entirely self-supporting, with equal contributions from employers and
employees. No contribution should be made by the government except for
costs of administration. The Association suggested that, if the self-employed
were included, their contribution rate might well be set at one and one half times
the regular employee rate, as is suggested under proposed amendments to the
OASI program in the United States.

In the opinion of the Association contributions should be levied only on
that part of earnings up to a specified amount, because, as pensions would be
related to the amount of contributions, a limit on taxable earnings was con-
sidered necessary to place a reasonable maximum on the amount of pension.

The Association emphasized its belief that every effort should be made
to facilitate and encourage those workers who are able to remain at work
beyond the retirement age set by the program. Although it recommended that
contributions continue to be payable until actual retirement, it felt that the
amount of pension should increase where retirement is deferred, having regard
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for shorter life expectancy following such retirement and for the additional
contributions made during the period in employment after normal retirement age.

The Association proposed that contributions of both employees and
employers should be allowable as deductions from taxable income, as with
approved employee plans. As contributions to the program suggested by the
Association would be exempt from taxation, it would follow that pension benefits
should be considered as income for tax purposes.

Method of Financing. 'The Association considered that the insurance
program should be financed on a modified pay-as-you-go basis. It argued that
if the contribution rate was set initially at the level premium rate (i.e., the
rate required from the outset to meet all future liabilities in perpetuity), a
large reserve fund would accumulate in the early years and would stimulate
unsound demands for increased pensions. On a straight pay-as-you-go basis,
the Association considered that the contributions required would be very much
smaller in the earlier years of the program, but would have to be set, in the
later years, at a rate higher than the level premium rate. The Association, as
a compromise measure, suggested a policy between a full actuarial reserve
and a straight pay-as-you-go method. The contribution rate would be set a
little higher than immediately required to pay pensions, thus building up a
contingency reserve. As pension payments increased, the Association suggested
that the rates of contribution could be adjusted upward, but at a less rapid
rate than would be required under a straight pay-as-you-go method. The
present method of financing the United States OASI program was suggested
by the Association as an example for Canada.

Administration. Under the program proposed by this organization the
difficulties of collecting contributions, and of paying benefits graded according
to contributions, would pose the same type of administrative problems as
under unemployment insurance, and in testimony it was explained that the
Association had in mind the possible integration of the recommended program
with the unemployment insurance program.

Means Test Pension

The Association, recognizing that universal coverage would probably
not be reached for some years, further recommended the retention of a means
test program, either as at present or in an amended form, to meet the assistance
needs of dependent persons age 70 or over who could not qualify for pension
under the contributory program, or who required aid beyond that provided
by the minimum pension. The Association considered that the means test
program should continue to be a federal-provinecial responsibility but should
decline in size and cost as the insurance program developed.

THE CANADIAN LIrE INSURANCE OFFICERS ASSOCIATION

The recommendations of the Canadian Life Insurance Officers Association
were made on behalf of, and endorsed by, the companies affiliated with the
Association.

While the Association expressed the belief that individuals should be
encouraged to provide for their own security, it was recognized that some can-
not or will not save and must be supported when they can no longer work.
The Association considered that these persons represent the basic problem
to be solved by a federal old age security program and will be the prime
beneficiaries of any old age pension plan adopted.

The Association had considered the present means test old age pension
scheme as against possible alternatives. It contended that while the means
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test has the advantage of keeping costs to a minimum, nevertheless, as the
number of persons qualifying for benefit increases, administrative difficulties
and the detrimental effect on incentives to work and save both increase
correspondingly.

The Association, therefore, believing that the alternatives it proposed would
remove the defects of the present system, recommended that a federal program
of old age security be established, under which benefits at a universal flat
rate would be payable without means test but subject to a reasonable residence
qualification. The Association expressed the opinion that the pensionable
age should probably be 70 and-that benefits should be fixed at a level that
could be met without placing an undue burden on the economy. It did not,
however, recommend any specific amounts. It proposed that benefits should
be subject to partial recovery through income tax and that the program should
be financed in full on as broad and equitable a pay-as-you-go basis as is
possible.

Benefits

Universal Flat Rate Bencefit. The Association recommended that benefits
should be payable to all older Canadians without means test but subject to a
reasonable residence qualification. It argued that benefits should be payable on
a universal basis because, apart from imposing a means test, this is the most
practical way to ensure that all who require it receive assistance. No detailed
records are required, no difficulties arise because of movement between covered
and non-covered employment. A basic floor of old age protection is offered to all
income classes and there is no discrimination between segments of the population.

The Association urged that benefits should be paid in the same amount
to all. It argued that the benefit should be a flat amount as the state should
not distinguish between economic classes. An additional merit would be that
benefits payable to low income groups would represent a larger proportion of
their normal income, so that those most in need of assistance in old age would
receive benefits nearer their requirements than under a plan providing graded
benefits. The Association argued that flat benefits ensure simplicity and
economy by eliminating the necessity for detailed records of prior coverage
and income.

The Association also expressed the belief that flat benefits would facilitate
the integration of existing employee pension plans. For example, in the case
of an industrial plan providing benefits at an earlier age than the federal plan,
it would be relatively simple for larger benefits to be paid under it until
pensionable age was reached under the federal plan, and a smaller benefit
thereafter, so that an employee would be assured of substantially level benefits
in his retirement years.

While there might be special reasons for the American graded benefit
system, due to wide variations in living costs, elimatic or other conditions in
the United States, the Association contended that the adoption of such a
system in Canada would not be in this country’s best interests for the following
reasons:

(a) the function of a federal plan is not to provide benefits related to the
previous economic status of an individual but to ensure, by a method that
encourages thrift and incentive to work, that Canadians will not be destitute
in old age;

: (b) graded benefits would entail maintenance of elaborate long-term
individual records;

(c) it is not possible to provide universal coverage when benefits are related
to contributions;
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(d) benefits, under a graded system, would be greatest for that portion
of the population best able to make personal provision for old age through
normal savings; and

(e) at present, aged persons and those reaching benefit age for many years
to come, would, under a graded benefit scheme, be required to rely, at least in
some measure, on assistance benefits.

Amount of Benefit. The Association considered that benefits should be fixed
at a level which could be financed without placing an undue burden on Canada’s
present and future productive capacity. It pointed out that there seems little
doubt that determination of benefit level would be dictated by costs involved
and the financial strain the economy could be expected to bear. The Association
argued that aggregate benefits payable at any given point of time are a direct
charge on goods and services produced at that time. It pointed out that, if
benefits were too high, recipients would enjoy a purchasing power disproportion-
ate to that of the whole population. As Canadians spent a monthly average of
$65 on goods and services in 1948 and $68 in 1949, the Association considered
it obvious that, apart from the cost factor, benefits should not approach this level
since most beneficiaries, it was believed, possess at least some private resources.

Cost figures were presented by the Association for pensions of $30 and $40
monthly. While the witness suggested in testimony that $40 a month was
perhaps on the high side, payment at this rate would not be opposed by the
Association. However, in the opinion of the organization a benefit rate in
excess of $40 a month would tend to place recipients in possession of purchasing
power disproportionate to the average of the population as a whole.

Means Test. The Association argued that while the means test has an
important effect in minimizing cost, it is difficult to handle fairly except on a
local basis, and benefits are uncertain, as payment depends on the individual
judgment of administrative officials. The test destroys incentive to accumulate
personal savings and to continue working. While the Association agreed that
some form of means test would be required by local authorities in providing
supplementary assistance to needy persons, it considered that the means test
should not in future form part of any federal plan.

Age Requirement. The Association suggested that benefits, if payable to all,
should commence at a specified age which should probably be age 70. The
primary function of federal old age benefits, in the opinion of this organization,
should be to guarantee that no Canadian will be destitute when reaching an age
when no longer able to work, rather than to establish a nation wide plan which
would stimulate the withdrawal from the labour market of persons still able to
produce wealth. The Association argued that this was of special importance in
view of the increasing aged population and improvements in general health and
working conditions which make it possible for persons to work to a later age
than formerly. The Association expressed the belief that people lead happier
lives if occupied in some suitable way as long as possible, and that they should
only qualify for old age benefits at an age when a substantial portion of the
population is no longer capable of performmv useful work.

Residence Qualification. The Association suggested that benefits should not
be paid without a reasonable residence qualification but did not consider itself
competent to specify what the requirement should be. The witness testifying
for the Association stated, however, that he considered the present requirement
too long.

Financing the Program

In discussing methods by . which the program could be financed, the
Association emphasized and illustrated, by cost figures and contribution rates,
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the extremely high cost of any nation wide plan of old age benefits. It stated
also that under the recommended pay-as-you-go system contribution rates must
rise as the proportion of aged persons in the population rises.

Contributions. In the opinion of the Association, contributions should be
collected on as broad and equitable a base as possible and in such a way that
people would realize they are contributing to the support of the current aged.
It emphasized that contributions should not lose their identity but should be
credited to a special account in the consolidated revenue fund.

The Association urged that the system of contribitions be simple from
the point of view both of understanding on the part of the contributor and of
practicality of administration. It expressed the belief that thes» principles
would be combined in varying degrees by a contribution payable as a percentage
of personal income below a specified maximum, by the contribution of a flat
amount by all adults below benefit age, or by a sales tax levied on a broad
group of items in more or less universal use.

The Association noted the view that employers should share in the payment
of contributions, as they would thus be relieved of part of the cost of providing
adequate pensions for employees, as employees might consider the employer
to be receiving preferential treatment if he did not contribute, and as it is
important to encourage employers to take an active interest in old age security
for their employees. However, the Association considered there is room also
for the view that every Canadian should be liable for his own contribution,
that differentials in rates for the employed and self-employed should be avoided,
and that the employer should not be required to contribute toward a flat pension
when he might still have to establish pensions above the federal floor.

Recovery of Benefit Through Income Tax. From the point of view of cost
and of maintaining equality between working and non-working taxpayers, it
was suggested by the Association that benefits should be recoverable in part

through income tax in the case of recipients having significant income from
other sources.

Funding vs. Pay-As-You-Go. While the Association agreed that employee
pension plans should be funded on an actuarial basis, it did not consider it
desirable that this practice should be followed in any national old age benefit
plan. The Association argued that under a funded scheme the amount that
would be required for benefits to persons qualifying for pension at the com-
mencement, of a national program would be very large and could be raised by
borrowing, but interest charges would have to be paid by the taxpayer, so that
the total amount collected from the population to operate the fund would be
substantially the same, despite this complicated procedure. At the same time,
the Association pointed out that, although the proportion of aged persons is
growing, the rate of growth is insignificant compared to growth in the proportion
of pensioners that may be expected under an employee pension plan. While
it would be possible, in the opinion of the organization, to levy, at the com-
mencement of a national old age pension program, a somewhat higher contri-
bution than would be required for current benefits, in order to stabilize the
contribution rate over the years, it did not appear that the increase in rate to
be expected on account of the increasing proportion of aged persons would be
so serious as to justify the complex accounting that would be involved. The
Association also expressed the view that the accumulation of such a fund would
give rise to demands for increased benefits. In addition, the Association pointed
out that it must be assumed that the state will continue in perpetuity and with
full taxing powers, as opposed to the employer who might not continue indefi-
nitely in business or enjoy perpetual profits.
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The Association also directed attention to the fact that none of the plans
in effect in the United States or Commonwealth countries is funded on a full
actuarial basis and that, in the United States, although the prospective benefit
load will increase very sharply, only a limited amount of funding has been
done and there appears to be little doubt that much higher contribution rates
will be required in future, perhaps supplemented by federal grants from general
revenue.

The Association, therefore, emphasized that it attached great importance
to the necessity of financing in full on a pay-as-you-go basis. It urged that
contribution rates should be fixed over a relatively short period at a level
which, together with anticipated recoveries through the medium of income tax,
would produce an amount approximating closely to the expected cost of the
benefits to be paid during each such period. . A simple and clear form of
financing of this type would in the opinion of the Association enable Canadians
generally to form a wise judgment as to the level of benefits that should be
paid.

Welfare Organizations

THE CANADIAN ASSOCIATION OF SOCIAL WORKERS

The Canadian Association of Social Workers in its brief approached the
. problem of old age security from the viewpoint of its special knowledge of basic
human needs, and more particularly the individual needs of the increasing
numbers of older people in the population today. The Association stated that
the largest factor contributing to social change is Canada’s increasing indus-
trialization, with its consequent changes in family life; living in small homes
and often distant from relations, today’s society of employees is unable to
absorb the shocks of illness, unemployment and old age within the family group
and older people must look increasingly to the community for their security. -

The Association argued that all aged citizens, the majority of whom do not
have sufficient private means upon retirement, should be able to look forward
to a predictable income at a given age from a known source, as of right. In the
opinion of the Association, employee pension plans, while useful as a supple-
mentary form of income security to workers with long service, are inadequate
as a basic program because of poor coverage and inequitable benefits. The
Association expressed a fear that the present trend towards employee pensions
would result in. serious ecurtailment of individual freedom through loss of
mobility, and might create a chaotic and extravagant system of administration.

The Association recommended the establishment of a national ecompulsory
contributory old age insurance program, under which benefits would be paid
without means test and at a flat rate sufficient to permit a living standard of
health and decency. Comprehensive coverage was envisaged by the Association
although, as the right to benefit would be related to contribution record. diffi-
culties would be encountered in achieving a universal benefit. The Association
recognized the need for supplementation through public assistance, to meet
individual needs beyond those which could be met through the basic benefit.

In addition, while income security against wage loss at retirement was
accepted as a matter of basic importance, the Association emphasized that the
needs of the aged extend beyond mere income requirements, and that provision
for these needs should be an integral part of a comprehensive and integrated
program under which health, welfare and community services would be pro-
vided. The Association stressed the need to encourage and assist older persons
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to remain in productive employment, and to provide them with medical and
nursing care and other health services, adequate housing under public and
private auspices adapted to the individual needs of old people, and special
community services designed to encourage recreational interests and the con-
tinuation of family life. The Association argued that the development of these
various services for the aged depends on a larger knowledge and understanding
of older people and their potentialities, on the availability of trained personnel,
and on research in all phases of services for the aged.

Uniform Flat Rate Contributory Pension Program

Amount of Pension. The provision of a uniform flat rate benefit recom-
mended by the Association was based on the belief that, under a contributory
scheme, the amount of an individual’s benefit should not be directly related to
the size of the contribution made. The amount of the benefit was not stipulated
but the provision of sufficient income to permit a living standard of health and
decency was considered essential by the Association. In keeping with its belief
that every effort should be made to maintain older persons in productive

. employment, the Association recommended that the contributory scheme should

only depart from payment of a uniform rate of benefit if an additional increment
is given for delayed retirement.

Means Test. The Association recommended the abolition of the means test
on the grounds that, unless administered with great skill by trained workers, the
test can be a humiliating and damaging experience, interfering with the manage-
ment of personal affairs and undermining independence. The difficulties of
effectively administering the test for the large numbers now in need of aid,
unjustifiable administrative costs in proportion to the amount saved, and the
serious delays incurred when persons are in immediate need, were other reasons
advanced by the Association to support this recommendation.

The Association suggested that reasonable employment activity should be
allowed under such a scheme, without reduction in the amount paid; for

example $1,500 is the current income tax exemption for single persons 65 years
and over.

Financing the Program. The Association proposed that the program be
financed through tripartite compulsory contributions from individuals and
employers and from the federal government, through consolidated revenue. The
Association stated that a regular contribution from individuals establishes a
contractual relationship with the government, so that a measure of individual
responsibilty for the cost of benefits is provided, and the risk of extravagant
demands for increased benefit is reduced. In the opinion of the Association, the
contribution would add substantially to the sense of security which is as impor-
tant as adequate pension, and would remove the suspicion, present under any
means test program, that the recipient is in receipt of benefits for which he has
not made some direct contribution. The Association considered that contribu-
tions from employers, on the basis of pay roll, would allow that group to con-
tribute their fair share of the cost without recourse to widespread adoption of
industrial pension plans. The Association expressed the belief that a government
contribution would be required to supplement that of low income groups who
would be unable, without jeopardizing their present well-being and that of their

dependents, to contribute an amount adequate to provide for sufficient pension
to meet their future needs.

.Afimz'm'stration. The program recommended by the Association would be
administered by the federal government. The witness indicated it would be
necessary to maintain records so as to establish eligibility (i.e., that a minimum
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number of contributions had been made), but that as the pension would be paid
at a flat rate it would not be necessary to record the amount of contributions on
which the amount of pension was based. No specific recommendations were
made as to how the contributory scheme could be made universally applicable.
However, the Association contended that it would be easier to collect contribu-
tions from a worker as a contributor than as a taxpayer.

Public Assistance Program

The Association strongly urged that more adequate provision be made for
supplementary assistance than is now available in many parts of Canada. To
meet special individual needs, beyond basic benefit entitlement, the Association
recommended a secondary program of public assistance, based on a needs test.

The Association emphasized that such a program should provide not only
for special income needs, but a variety of welfare services, particularly the
provision of more adequate medical care. No method of financing such a program
was suggested by the Association, except that it should not use funds from the
contributory scheme, but should remain a public responsibilty at some level of
government. Since this program would be developed to meet special individual
needs, the Association urged that it be administered by a trained staff capable
of offering skilled case work services.

Other Services for the Aged

The Association said that serious consideration should also be given to the
development and integration of certain community services required for the
aged; for example, it suggested the use of funds available through Central Mort-
gage and Housing Corporation for the development of plans under a wide variety
of public and private auspices, for suitable housing accommodation for both well
and chronically ill aged persons of all income groups. The development of other
community services such as home nursing and housekeeping services, mobile meal
services, recreational clubs, holiday centres and so on, is also important in the
opinion of the Association; these would tend to keep aged persons well and in
their own homes and would therefore reduce costs to the community. The Asso-
ciation proposed that fees for these latter services should be charged according
to ability to pay.

The Association expressed the belief that particular attention should be
given to the establishment of a variety of facilities for medical and nursing care.
A positive approach to medical treatment, general nursing and rehabilitative
services for the chronically ill is required in the opinion of the organization. In
this regard, a form of government subsidy might be made available to licensed
nursing homes, operated by reputable agencies on a non-profit basis and offering
care to minimum income groups.

The Association considered that research would be required on all phases
of individual and community services. To this end, the use of the National
Health Grant Program for research and study of the medical and psychological
needs of the aged was recommended by the organization. In discussion, the
witness for the Association emphasized the necessity for the federal government
to provide leadership, particularly wtih regard to social and medical research
and consultative services in the field of geriatrics and some assistance to those
levels of government now providing various social services to the aged. Finally,
since the effective operation of the recommended services would depend upon
the provision of skilled personnel, including doctors, nurses and social workers,
the Association considered it important to provide training through scholarships,
grants and the organization of special courses by appropriate educational bodies.
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THE CaNADIAN WELFARE COUNCIL

The recommendations of the Canadian Welfare Council were made on
the basic assumption that comprehensive social security measures are a necessity
in modern society. The Council expressed the view that by protecting the
individual from the major hazards of life against which, except in the case of
a fortunate few, he is powerless to protect himself, these measures increase his
productivity and usefulness to the community through removal of the paralyzing
fears of unemployment, prolonged illness and old age. The Council contended
that social security measures, provided they are financed largely from general
revenue or from general contributions based on ability to pay, stimulate
consumption and make full use of productive capacity. The Council pointed out
that ten per cent of national income has been proposed by an expert of the
International Labour Organization as a reasonable expenditure on social security
for a prosperous country. Canada’s present expenditure is approximately half
this amount. The Counecil also directed attention to the fact that in countries
with well developed social security systems, such as Great Britain, Australia
and New Zealand, an estimated one third of total welfare expenditure is devoted
to the needs of the aged and an equal proportion to the maintenance of children.
The Council estimated that probably more than one third is now expended on
family allowances in Canada but a much smaller proportion on old age
pensions.

In addition to adequate old age income security measures, the Council
emphasized the necessity of ensuring that other needs of the aged are met.
In the opinion of the Council, older workers desire to remain in productive
employment as long as possible; experience in Great Britain since 1948 has
indicated that, of persons reaching the retirement age of 65, two thirds of the
men and one-half of the women have chosen to forego retirement, benefits
and continue in employment. At the same time, the Council pointed out that
in Canada, workers as young as 45 find it difficult to continue in regular
employment, particularly when the demand for labour is less than the supply.
Planning and maintaining a full employment policy was viewed by the Couneil
as an important part of old age security policy, in order to provide a demand
for the services of the older worker as well as to facilitate personal savings
for old age and to support the financing of social security measures.

The Council discussed the living costs of aged persons in relation to thelr
particular needs, and emphasized the significance of such factors as their inability
to buy economically and to find suitable accommodation within their means.
The Council pointed out the need to relieve older persons of proportionately
heavier costs of health care, and to provide special medical, hospital and home
nursing services, as well as recreational, counselling and other facilities. The
co-operation of all levels of government, private agencies and citizen groups is
required to meet these needs.

In commenting on the existing old age pensions program the Council
observed that the means test has the advantage of providing assistance to those
who need it most, within the limitations of the eligibility requirements, and that
the Act has proved capable of expansion as required. The Council pointed out
that any proposed increase in expenditures can be forecast fairly closely and the
present method of financing from general revenue has meant a simple adjustment
to increased costs.

On the other hand, the Council contended that the Aet contains serious
defects. The total allowable income is considered by the Council to be too
low; the 1949 amendnient increased the pension but did not increase the amount
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of outside income allowed. The Council considers that the accumulation of
small savings is now discouraged, and deductions from pension are disproportion-
ately expensive to administer because of the present low allowable income. The
period of residence required is too long in the opinion of the Council; any
immigrant who comes to Canada will have to be provided for in case of need,
and those whose need is due to their age are more logically cared for in a
program for the aged, than through other forms of assistance. Old age cannot
be rigidly deﬁned in chronological terms, and the present age requirement
excludes prematurely aged or incapacitated persons from assistance. Indians
and Eskimos should be eligible for old age pensions as for family allowances,
in the opinion of the Council.

The Council considered that simplification in the procedure for estimating
income would be desirable, since the administrative costs involved are out of
all proportion to amounts saved by making deduction for gifts, casual earnings,
small pensions and income from similar sources. Differences in interpretation and
application of the regulations now exist among the provinces. These differences
are said to permit adaptability to local conditions, but the Counecil expressed
the view that since a high proportion of costs is carried by the federal govern-
ment, pensioners should receive a greater degree of equity. Finally, in the
opinion of the Council, liens, registered against estates in some provinces, give
the pension the appearance of a loan, and add to the stigma of the means test.

The Council outlined three possible alternative approaches to the question
of old age income security: continuation of the existing program, amended
to meet these criticisms; introduction of a system of insurance in which benefits
are related in some degree to the amount and period of contributions; and
introduction of a flat rate pension at a given age to persons satisfying a
minimum residence requirement.

The first of these alternatives was rejected as a basic scheme, because the
Council regarded the philosophy of the means test as untenable in Canada and
because, if the means test were relaxed, costs would approach those of a universal
pension. However, if the program recommended by the Council were rejected,
a means test scheme amended to meet the above criticisms would be acceptable,
provided that if the principle of joint responsibility were retained, the federal
government should be given power to require standards; the alternative would
be federal administration.

The insurance principle encourages responsibility, gives assurance of benefits
and protects against excessive demands but, on the other hand, the Council
argued that older people would not receive adequate retirement benefit for as
long as three generations unless heavy government subsidies are provided.
In the opinion of the Council only incomplete coverage would be possible,
subsidies would be required for low income groups, and public funds would be
expended in support of a program from which all citizens would not benefit.
The expense of administration would be large, and the Council contended that
the necessarily large reserve fund would create investment problems. For these
reasons the Council recommended that such a program be employed, if at all,
only as a supplementary measure.

The third alternative, a universal flat rate pension was recommended by
the Council as it is simple to administer, avoids reserve fund and means test
difficulties, does not conceal government subsidies and is consistent with social
security in the true sense since persons contribute according to their means in
order to provide protection to those who need it. The Council recommended
that such a pension be paid at age 70 as of right and, in addition, to unemployable
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persons aged 65 to 69. In addition the Council made certain recommendations
concerning other supplementary services to the aged and concerning provincial
and local public assistance programs.

Universal Basic Pension

Amount of and Qualifying Conditions for Pension. The Council proposed
that a universal flat rate pension be paid as of right to all persons, including
Indians and Eskimos, aged 70 or over, in an amount that would provide the
majority of recipients with a minimum standard of health and decency. Pensions
in the same amount should be paid to those persons aged 65 to 69 who are
prematurely aged and unable to support themselves, and to their wives if retired
from employment. Pending a careful study of living costs, the Council recom-
mended that the pension should be at least $40 per month, with the amount
being reviewed every three or five years.

Veterans in receipt of war service pension should, in the opinion of the
Council, be eligible for old age pension on the same terms as civilians; when a
veteran in receipt of veterans allowance becomes eligible for old age pension his
allowance should be reduced by the amount of pension.

In determining pensionable age the Council assumed that few persons aged
70 or over are physically and mentally capable of regular employment and
recommended that the pension should be given to all this group, whether
working or not. A considerable proportion of the 65 to 69 age group are, in the
opinion of the Council, still capable of performing useful remunerative work,
and the suggested amount of pension would not be sufficient to encourage early
retirement especially as most old people prefer to work when possible.

As it was desired to provide pensions only for persons unable to work, it was
suggested by the Council that, for the age group 65 to 69, a health rather than a
means test should be employed to determine unemployability. While the
Council agreed that a health test might be difficult to administer initially, it
pointed out that such tests are involved in invalidity and disability programs in
many countries -as well as in mothers allowances, workmen’s compensation,
military pensions and war veterans allowances in Canada. The Council
suggested that it might be necessary in the beginning to define qualifying
conditions somewhat arbitrarily but as experience in geriatrics was gained it
would be possible to broaden the test.

The Council recommended a residence requirement of possibly five years,
the period required to qualify for citizenship. It considered that the basic needs
of all aged persons, including former immigrants, should be met through the old
age pension rather than an assistance program.

Financing the Program. The program recommended by the Council would
be financed to a major extent either by an earmarked social security contribution,
or out of consolidated revenue, or through some combination of these two
methods. The Council proposed that if a social security contribution were
employed, contributions should be required only from persons with incomes
over the amount considered necessary to maintain a minimum standard of
living, and should be graded according to ability to pay. The witness stated
that majority opinion in the Council appeared to favour the social security
contribution. Employer contributions were not recommended by the Council
because of the tendency for incidence of the tax to be shifted.

~ The Council suggested that pensioners should be required to submit annual
income tax returns and, through modification in the present income tax
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exemption for persons aged 65 and over and application of revised rates, the
amount of pension should be progressively recovered, beginning at the point
where income provides more than a minimum standard of living.

The program proposed by the Council would be financed on a pay-as-you go
basis so that it could be adjusted to changing economic circumstances. Variations
in the rate of contribution or taxation from year to year could be avoided by
setting a rate which, averaged over a period of years, would provide the amount
necessary to pay the total amount of benefits during that period. The Council
considered that future costs could be calculated with considerable reliability
after the first year or so of operation.

The Council estimated the cost of a $40 pension to all persons aged 70 and
over, and to prematurely aged persons over 65, (assuming these to be 30 per cent
of the 65 to 69 age group) at approximately $385 million in 1951, $490 million
in 1961 and $583 million in 1971. While these amounts compared to the present
$138 million expenditure were admitted by the Council to be substantial, the
general desire to improve the condition of elderly persons in spite of the expected
increase in cost, was noted. The Council pointed out that needy aged people
are already being provided for through local or private charity, and that in
addition, part of the cost would be recovered through income tax. Additional
savings would result if the federal government maintained economic policies
that would ensure employment for older persons. Finally the Council pointed
out that this recommended program would not discourage thrift and saving.

Adminmistration. The Council proposed that the program be administered
by the federal government with administrative procedures kept as simple as
possible. To permit flexibility and simplicity of operation, pensions for
prematurely aged persons in the 65 to 69 age group should, in the opinion of the
Council, be administered through regional boards.

Other Services for the Aged

The Council emphasized that although an old age income security program
is essential it should be accompanied by a program to assist older people to
remain in employment and in mental and physical condition to continue working.
As the provinces would be relieved of the costs of pensions under the program
recommended by the Council, they should be better able to provide medical,
hospital and other institutional care, as well as recreation and counselling
services. The Council submitted that the federal government, through the
National Health Grant Program should encourage the provinces to give more
attention to the medical care of older persons as well as to research in this field
and suggested that, in regard to supplementary programs for the aged, the
federal government provide technical consultant services to the provinces. In
the opinion of the Council, the federal government should arrange for special
provisions to be made for old people in the housing projects to which it
contributes.

The Council also stressed the fundamental importance of qualified personnel
in any program for the aged. It emphasized that social workers are needed for
meeting problems arising from determination of eligibility for pension in the
65 to 69 age group and in such other aspects of the recommended program as
rehabilitation, shelter, institutional care, recreation and case work services. The
Council maintained that existing shortages of personnel call for rational use of
the available supply-of workers and for government support of training programs.

-
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Public Assistance

The Council drew attention to the necessity of providing assistance, through
provincial and local governments, for persons whose needs are not fully met by
the federal pension. The Council emphasized that federal grants to the provinces
are urgently required if existing standards of general assistance, which at present
vary widely between different areas, are to be raised.

COMPARATIVE ANALYSIS OF VIEWS PRESENTED BY
THE ORGANIZATIONS

The nine organizations, whose briefs are discussed above, generally
approached the provision of old age security in terms of the income maintenance
needs of older persons although a number were equally concerned with the
necessity of developing a wide range of social services for the aged. Some
organizations emphasized that old age security should not be considered in
isolation but within the context of a larger national social security program.

The majority favoured a basic income maintenance program, under federal
auspices, which would provide a flat rate pension, without means test, to all
persons at a certain age, although there was some divergence of opinion concern-
ing the amount of pension and the age at which the universal benefit should
commence, This approach was supported by the Canadian Association of Social
Workers, the Canadian Chamber of Commerce, the Canadian Congress of Labour,
the Canadian Life Insurance Officers Association, the Canadian Welfare Council,
and the Trades and Labour Congress of Canada. In the program proposed by
la Confédération des Travailleurs Catholiques du Canada a universal flat rate
benefit plan was also suggested, but under federal-provincial administration and
as a complementary measure to the gradual extension of retirement security
through employee pension programs.

Six of the seven organizations recommending this approach made sugges-
tions with respect to methods of finance. These organizations would obtain
revenues, in part or in whole, from earmarked taxes. With the exception of the
Canadian Association of Social Workers, none of these organizations would main-
tain individual contribution records in order to relate benefits to contributions.
For the most part, these organizations favoured pay-as-you-go financing.

A different approach was put forward by the Canadian Manufacturers
Association, which proposed a contributory insurance scheme under which cover-
age would be extended as far as administratively feasible, with eligibility for
and amount of benefit related to contributions. The scheme would be financed
on a modified pay-as-you-go basis with a small contingency reserve.

A third approach was suggested by 'Union Catholique des Cultivateurs,
which recommended the improvement of the existing means test program; the
witness representing this organization indicated, however, that they would not
be opposed to the provision of a universal flat rate pension.

All organizations, with the exception of 'Union Catholique des Cultivateurs,
strongly criticized and rejected the means test as the basic approach to an old
age income maintenance program. Most, however, suggested that some form of
means test or needs test supplementation of the basic pension at the provincial
or local level might still be necessary. Under the Canadian Congress of Labour
program, the means test scheme suggested would be supplementary to both
their universal flat rate pension and their contributory insurance scheme with
graded benefits. While la Confédération des Travailleurs Catholiques du
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Canada proposed the extension and development of employee pension plans as
the basic retirement security program, most organizations pointed out certain
fundamental inadequacies of such plans in providing adequate retirement secur-
ity on a national basis, but favoured their voluntary development as a supple-
mentary scheme.

CONTRIBUTORY SCHEME WITH UNIVERSAL FrAT RaTeE PENSION

Amount of Pension

The seven organizations which recommended a universal flat rate pension
suggested rates of pension ranging in amount from $30 to $60 a month. The
lowest rate of $30 was recommended by the Canadian Chamber of Commerce as
a tentative and exploratory measure; the witness for this organization considered
that this amount might be increased after a period of administrative experience.
In suggesting this rate, the brief of this organization drew attention to the
government’s present budgetary position, rising defence costs, and the fact that
flat rate pensions become fixed and rigid items in governmental expenditure and
tend to increase rather than decrease over the years. The Canadian Welfare
Council would set the immediate rate at least at $40 a month, but suggested a
review of the amount in terms of a minimum standard of health and decency
after a careful study of living costs. The Canadian Association of Social
Workers also followed this approach but recommended no specific pension rate.
The Canadian Life Insurance Officers Association, while not opposing a $40
pension, believed this rate rather high in relation to current average expenditure
on goods and services, and suggested that most elderly people have some personal
savings, or other resources. The Canadian Congress of Labour, on the other
hand, severely criticized the existing $40 pension particularly in the light of a
national income of nearly $13 billion, and proposed $50 as a moderate figure.
Lia Confédération des Travailleurs Catholiques du Canada also recommended
$50 in the light of present-day living costs. A $60 pension was proposed by the
Trades and Labour Congress of Canada as a reasonable amount in view of the
present average income of the working population and present-day living costs;
the Congress suggested that this amount should be high enough to preclude the
necessity for privately financed pension plans for the working population.

Pensionable Age

There was some variation with respect to the pensionable age suggested by
the seven organizations recommending a universal pension. Most, however,
stressed the need, for both economic and psychological reasons, of encouraging
and assisting elderly persons to remain in gainful employment as long as they
are able to do so.

Four organizations, the Canadian Congress of Labour, the Trades and Labour
Congress of Canada, la Confédération des Travailleurs Catholiques du Canada
and the Canadian Association of Social Workers recommended a pensionable age
of 65. In support of this retirement age the belief was expressed by some of
these organizations that retirement at 65 is preferred by both employees and
employers, that older workers encounter difficulties in obtaining suitable employ-
ment and that there is a significant degree of indigence among the population
over 65. While the Canadian Association of Social Workers recommended pay-
ment of a predictable minimum income at age 65, with an additional increment
for deferred retirement, the Canadian Welfare Council recommended a universal
pension payable at age 70 and a basic pension for the prematurely aged in the
65 to 69 age group, based on a health test.
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A pensionable age of 70 years was suggested by both the Canadian Chamber
of Commerce and the Canadian Life Insurance Officers Association, who opposed
a reduction in pensionable age to 65, on the basis of cost considerations and on
the ground that nothing should be done to discourage thrift and personal incentive
to continue work. Universality of pension payments should apply only at an
age, such as 70 years, when substantial numbers of the population are no longer
able to continue useful work.

Other Qualifications

Four organizations discussed residence qualifications for the basic pension.
The Canadian Life Insurance Officers Association believed that the pension should
be subject to a “reasonable residence qualification” and the witness for the Asso-
ciation expressed the personal opinion that the present requirement of 20 years
was too long. The witness for the Canadian Chamber of Commerce on the other
hand expressed the view that the present residence qualification under the Old
Age Pensions Act might be appropriate. The Trades and Labour Congress of
Canada considered the present residence provision too high and believed that
15 vears would be adequate. The Canadian Welfare Council recommended a
residence requirement of possibly five years which would correspond with the
present requirement for the attainment of citizenship.

Sources of Revenue

The use of specific earmarked contributions for old age security purposes
was supported by all organizations discussing possible revenue sources. It was
repeatedly emphasized that all Canadians should have a direct and conscious
financial responsibility in the provision of old age income security, and should be
made aware of their responsibility to meet the costs through an earmarked device.
Most of these organizations would utilize general revenue in conjunction with
these earmarked taxes.

The Canadian Association of Social Workers and the Trades and Labour
Congress of Canada specifically recommended social security contributions. The
Canadian Welfare Council proposed that its program be financed to a major
extent through an earmarked social security contribution graded according to
ability to pay, or out of consolidated revenue, or through some combination of
these two methods.

The Canadian Congress of Labour suggested a number of alternatives without
recommending any one revenue source or combination of sources; these ineluded
the restoration of corporation excess profits taxes, a graduated increase in personal
income tax rates, the lowering of income tax exemption levels for the specific
purpose of financing an old age program, and finally the elimination of the special
tax exemption now allowed to persons over 65.

The Canadian Life Insurance Officers Association put forward three possible
types of earmarked revenue sources, including a contribution payable as a
percentage of personal income up to a specified maximum, payment of a flat
amount by all adults below benefit age, and a sales tax levied on a broad group
if items in more or less universal use. In the Association’s view, such taxes should
be collected on as broad and equitable a base as possible and should carry the
full cost except for administration.

The Canadian Chamber of Commerce, while equally concerned that all
Canadians contribute, did not suggest specific revenue sources; it was indicated

i)n testimony, however, that both direct and indirect earmarked taxes should
e used.
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Reserves

There was general agreement that universal flat rate pensions should be
financed on a pay-as-you-go basis. While the provision of a fully funded
reserve was uniformly rejected by those organizations considering the question
of reserves, some, however, suggested the need for a contingency reserve.

(i) Fully Funded Reserve. This type of reserve is developed under a
deferred equity insurance scheme. While not favouring such a reserve, the
Canadian Welfare Council outlined the chief advantages claimed, namely, that
by relating benefits to contributions it encourages a sense of personal respon-
sibility, gives assurance of benefits due at a future date and protects the public
treasury against excessive demands. Criticisms of such a scheme suggested by
some organizations included the belief that a large reserve fund might be
uneconomically accumulated and that such program would require a complex
administrative mechanism and would be open to the danger of high adminis-
trative costs; furthermore, accumulation of such a fund might be misunderstood
and give rise to demands for increases in benefit.

(ii) Pay-as-you-go. A number of organizations supported the principle
of pay-as-you-go in preference to a large reserve fund, for a variety of reasons,
including the following: such a method would permit a flexible fiscal policy which
could be varied in the light of changing economic conditions and resources;
the payment of pensions of a particular amount depends upon the willingness
and ability of the working population at any one time; the total amount to be
collected from the population would not be reduced by the use of the funded
reserve. A pay-as-you-go method, where revenues and expenditures are
balanced over a short period of time, is, according to the view of one organ-
ization, best calculated to avoid unwise extensions in the benefits payable under
the plan, since the working population would at all times be paying for the
benefits being received by the current aged and might therefore be expected
to resist any proposals for their unwarranted augmentation. It was also
submitted that a simple and clear form of financing of this type would enable
Canadians generally to form a wise judgment as to the level of benefits that
should be paid in the light of the true costs involved; further, it was pointed
out that none of the plans in the United States or the Commonwealth operate
on a fully funded reserve basis.

(iii) Contingency Reserve. Although no organization recommended the
use of a fully funded reserve, two suggested some type of contingency reserve.
The witness for the Canadian Welfare Council proposed that a contingency
reserve might be developed within the framework of pay-as-you-go financing,
so that in meeting the rising cost of pension payments, annual adjustments in
the contribution rate would be avoided. The Trades and Labour Congress of
Canada pointed out that while pension payments would remain on a relatively
fixed base, contributions would be collected from a relatively changing base;
accordingly, it suggested a small fund, perhaps equal to one or two per cent of
annual pension payments, to act as a cushion during periods of adverse economic
conditions.

Admanistration

Six of the seven organizations supporting a universal pension recommended
that it be administered by the federal government, while la Confédération des
Travailleurs Catholiques du Canada considered that the present system of
federal-provincial administration should be continued under the proposed
universal pension scheme. La Confédération asked, also, that worker representa-
tion be included in the membership of commissions appointed to administer
the pension program.




OLD AGE SECURITY 71

CONTRIBUTORY INSURANCE WITH GRADED BENEFIT

Two organizations suggested a contributory insurance scheme with graded
benefit. The Canadian Manufacturers’ Association put forward this type of
program as a basic pension plan, while the Canadian Congress of Labour recom-
mend such a scheme as a supplementary measure to a basic universal flat rate
pension.

The Canadian Manufacturers’ Association rejected the payment of a
universal flat rate pension not only in the light of the inereasingly burdensome
costs involved, but also because increasing longevity and the gradual lenghtening
of the period of education are causing a steady decline in the percentage of the
population from whose production the cost of pension payments must be met.
In the Association’s view the provision of a pension on a flat rate uniform basis
is not considered feasible in countries where there is a wide spread between
wage rates in various occupations and geographical areas,

The Association proposed an old age insurance program under which
pensions would be payable at retirement on the basis of individual contribution
records, related in some degree to previous earnings in covered employment.
Coverage would be limited initially to wage earners now protected under un-
employment insurance, but would be extended towards universality as rapidly
as administratively feasible. The scheme would be supported entirely by equal
contributions from employees and employers except for the cost of administration.
Contributions would be levied on all earnings up to a specified limit. Pensionable
age should be set at “well above 65”. In order to encourage retired workers to
continue occasional employment, the pension should not be reduced unless
earnings exceed a specified amount which would be higher than the allowable
income under the present means test program.

This program, in the opinion of the Association, should be financed on a
modified pay-as-you-go basis. A contingency reserve should be built up to the
level of two or three years of pension payments. The recommended insurance
scheme might possibly be integrated with federal unemployment insurance.
Additional supplementation would be provided through the retention of a
federal-provincial means test program.

The Canadian Congress of Labour’s supplementary contributory insurance
scheme would also relate eligibility for and amount of benefit to contributions.
The Congress proposal called for government contributions as well as employer-
employee contributions. The Congress, having recommended a universal flat-
rate pension as a basic program, favoured graded benefits under their supple-
mentary scheme. The Congress argued that flat-rate benefits here would tend
to be tied to the lowest incomes, and better paid groups would thus receive
retirement, pensions disproportionate to their previous incomes.

MEgANS TEST APPROACH

There was considerable criticism of the means test. All organizations except
I"Union Catholique des Cultivateurs urged the abolition of this test in any basic
pension program. However, a number of these organizations suggested that
some type of means test supplementation to the basic retirement measure,
would still be necessary.

The criticism of the means test as put forward by the organizations might
be summarized as follows: such a test with its undesirable stigma of indigence,
penalizes thrift and discourages personal saving, destroys the initiative to
continue productive employment, undermines the independence of the individual
and interferes with the management of his own affairs. It cannot be effectively
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administered considering the large numbers now in need of assistance, and
finally it provides assistance which is uncertain and unpredictable, as payment
depends, to some extent, on individual judgment. Furthermore, the program
as at present administered by the respective provinces introduces variations
in administrative provisions regarding eligibility, which in turn produce a serious
inequity as between applicants in similar circumstances.

While 'Union Catholique des Cultivateurs sponsored an improved means
test program the witness for that organization indicated that they would not
be opposed to a flat-rate universal pension. At the same time, this organization
opposed a compulsory contributory old age retirement scheme and favoured the
provision of a subsidized annuities program in addition to the basic means
test program,

L’Union urged that the present means test provision should be broadened
in order to encourage thrift and to avoid some administrative complications.
Ownership of personal assets should be permitted up to the value of $10,000
and the program should be financed and administered as at present.

The amount of pension should bear some relation to living costs but should
not be so high as to relieve the individual of all responsibility for his maintenance
in old age. The existing pension of $40 was considered a reasonably fair amount
at the present time. Pensionable age should, in the opinion of 1’Union, be
reduced to 65 years because there is a significant amount of need in the
65 to 69 age group.

An alternative approach to the means test was put forward by the
Canadian Welfare Council with the suggestion that persons in the age group
65 to 69, if retired and unable to support themselves because of premature old
age, should be entitled to a pension of $40 a month subject to a health test.

SUPPLEMENTARY PROGRAMS

All organizations considered that some type of supplementary assistance
would be required to meet the residual income needs of older persons. Both the
Canadian Association of Social Workers and the Canadian Welfare Council
favoured payment of such supplementary assistance on the basis of need through
adequate programs of public assistance at provincial and/or local levels; the
Canadian Welfare Council submitted that such programs should be assisted
by federal conditional grants-in-aid. The Canadian Congress of Labour would
provide two supplementary programs, a federal tripartite contributory scheme
providing graded benefits, and a means test scheme where benefits under the
“universal and the contributory programs are insufficient in particular cases to
meet basic living needs. In addition to these three programs the Congress
stressed its continued support of employee pension schemes financed solely by
employers. The Canadian Manufacturers’ Association would retain either the
present or an amended means test for supplementation. The witness for the
Canadian Life Insurance Officers Association indicated that any residual needs
would have to be met at the local level. In addition to the recommended flat
rate pension the Canadian Chamber of Commerce and the Trades and Labour
Congress of Canada would not preclude the payment of supplementary pensions
such as are now paid by some provincial governments. The universal flat rate
pension of la Confédération des Travailleurs Catholiques du Canada was
regarded as supplementary to the development of retirement plans negotiated
through collective bargaining agreements. While ’Union Catholique des
Cultivateurs favoured a basic means test approach, it believed that persons
should retain a sense of individual responsibility for their maintenance in old
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age, and consequently recommended that the present annuities program should
receive federal financial assistance so that it would provide a means of voluntary
supplementation for persons in the low income group. Where supplementary
~ programs on a means test or needs test basis were proposed, the organizations
generally recommended provincial and/or local administration.

Most organizations looked to employee pension plans, Canadian govern-
ment annuities, life insurance, and other forms of individual saving, to supple-
ment government-sponsored old age income security programs.
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CHAPTER V

BRIEFS AND TESTIMONY OF INDIVIDUALS

Several persons who have specialized in the study of problems being con-
sidered by the Committee were invited to give evidence. These included:
Mr. W. M. Anderson, C.B.E., General Manager of the North American Life
Insurance Company; Dr. H. M. Cassidy, Director, School of Social Work,
University of Toronto; Mr. Maurice Lamontagne, Professor of Economics,
Faculty of Social Sciences, Laval University; Dr. L. C. Marsh, Associate Pro-
fessor, Department of Social Work, University of British Columbia; and Dr.
Charlotte Whitton, C.B.E.. The Committee received briefs from these authorities
and, with the exception of Dr. Marsh who was unable to appear, all testified
before the Committee.

Mz. W. M. Anperson, C.B.E.

The witness submitted that the present system of old age pensions subject
to a means test has the effect of dividing the aged population into two classes:
recipients and non-recipients. Within the recipient group Mr. Anderson con-
tended that because of the means test there is almost complete dulling of the
incentive to work, thus contravening the objective of full production by the com-
munity as a whole.' Since the program is financed out of general revenue from
progressive taxation, the witness pointed out that the non-recipients are usually
those who have contributed and the recipients are those who have not contributed.
In his opinion this situation should not be perpetuated. A “sound and demo-
cratie” solution would be the provision of universal flat rate pensions financed by
universal contributions.

The Universal Pension

The witness proposed that benefits be paid at a flat rate to everyone at a
fixed age. The flat rate benefit treats all individuals alike in old age and does
not relate to the previous economic position of the family. Graded benefits are
unsatisfactory in the opinion of the witness because they tend to provide the
smallest benefit to those in greatest need, thus contradicting the general phil-
osophy of progressive taxation in Canada.

Mr. Anderson recommended that the rate of benefit be set somewhat below
subsistence level so as to leave with the individual some responsibility for saving.
Further, he argued that the recipient group as a whole should not be in a position
where their spending power is beyond that of the population as a whole. How-
ever, he considered that it would be undesirable to move to a universal benefit
lower than the present means test maximum of $40 monthly, because substantial
supplementary means test assistance would still be required. The amount of
benefit should be subject to continuous review.

The witness considered that the age of eligibility should not be lower than 70,
the present age limit, and said that it would be possible to argue for a higher age.
He drew attention to experience in the United States which suggests that most
people do not retire before 70.
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Finance

The witness rejected the deferred equity approach to financing an old age
security program because such a plan might take up to seventy years to mature.
He pointed out that during the transitional period those persons reaching benefit
age would have had only short contribution periods, their benefits would be
small, and they would require supplementary assistance. At the same time,
contributions would exceed benefit payments and an extremely large fund would
be built up, which, if it were to be productive, would have to be invested by the
state. Such investment in the opinion of the witness would tie posterity to an
extensive policy of state economic intervention. Another danger would be a
political one; a huge pension fund in the state’s hands would be a concentration
of power and would almost openly invite abuse of that power.

The witness recommended social budgeting on a pay-as-you-go basis. Such
a system would avoid the long transitional period required by a deferred equity
scheme, would recognize as the most immediate problem the needs of the current
aged population, and would meet those needs from the income of the current
working population. The pay-as-you-go approach would allow for flexibility
under conditions of economic change. It would be an extension to the com-
munity at large of the old-time prineiple operated within the family itself. It
would be consistent with universal flat rate bénefits since there would be no
individual equity. Finally, the pay-as-you-go system would avoid an enormous
administrative problem which is inherent in the deferred equity approach.

The method of financing should, in the opinion of the witness, be universal,
simple, equitable and practical. Revenue should be sufficient to meet obligations
during good times; during bad times supplementary appropriations should be
made from general revenue. Revenue should be collected through a proportionate
tax. Such a tax would be universal and personal, and thus consistent with
universal flat rate benefits. If old age security were financed by a universal
proportionate tax on personal income and if changes in benefits entailed changes
in the tax, the witness considered that there would be a much clearer under-
standing of the program.

The best form of tax would be a flat percentage on all personal income, but
Mr. Anderson said that the collection of such a tax would be difficult at the
present time because of inadequacies in the income tax machinery. For this
reason the possibility of a tax on personal spending should be considered.

If a sales tax were selected, the witness argued that it should not apply to
food grown in Canada or to rents. This would mean that the impact of the tax
would be less on a family of low income, spending a large proportion on food
and rent, than on a family of high income spending a larger proportion on taxable
items. The witness pointed out that the present sales tax has been estimated
to have the same impact as a proportionate tax on all income. A sales tax 1s
easy to collect and does not affect goods produced for export. The witness
argued that the tax strikes spending instead of saving, so that on the one hand
it encourages thrift, and on the other hand it effects a better recovery from aged
beneficiaries than would any modification of income tax provisions in respect
of the recipient group: The sales tax could be collected either at the retail or
at the manufacturers’ level, depending on administrative feasibility.

Supplementary Assistance

The witness considered that only a small percentage of those receiving a
universal benefit of $40 a month at 70 would require any supplementary
assistance. Such assistance should be provided by local (provincial or muni-
cipal) authorities.



OLD AGE SECURITY 77

It would be undesirable in the opinion of the witness to contemplate a
universal benefit commencing below the age of 70. The age group from 65 to 69
might be divided into four categories: those working, those in the labour force
but unemployed, those voluntarily retired and those unable to work because
they are prematurely aged. Some of these might require assistance, but at
present, Mr. Anderson said that there is insufficient information available to
suggest any final solution to this problem. Further study would be needed and
it would be particularly important to examine the effects of the universal benefit
on the living patterns of the group 70 and over.

During an experimental period, the witness agreed that assistance might be
provided to the group from 65 to 69 on a partial coverage basis. Whether a
means test, a health test, or a work test is used, the proportion requiring
assistance would probably be about the same, that is, from one-quarter to
one-third of the eligible age group. The assistance should be provided by the
provinces because the federal government should concern itself only with a
universal program. The provinces would have additional financial resources
for the group from 65 to 69 if they were relieved of the burden of assisting
those who are 70 and over. If necessary, however, the witness considered that
the federal government might share in provincial assistance as it does at
present; in this case the federal share should be reduced to 25 per cent.

Dr. H. M. CassIipy

The submission was based on a report entitled “A Canadian Programme of
Social Security” prepared in 1947 for the Minister of National Health and
Welfare. The witness urged that an old age security program should be set
up as part of a comprehensive social security scheme, but expressed the opinion
that, if there were any question of having to allocate priorities because of
limited financial resources, certain other health and welfare programs, such as
rehabilitation of the disabled, public assistance and public medical care, would
all give a better return on money invested than would retirement benefits.

Social Security Principles

Dr. Cassidy referred to a substantial body of experience in Canada and
elsewhere which suggests that a good social security scheme should have certain
~ fundamental characteristics. It should provide broad coverage, with specialized
services to meet diverse types of social need. The social services ought to be
co-ordinated as part of a comprehensive system, with minimum standards of
service throughout the country. Prevention and rehabilitation should be
emphasized. Social security policy should be designed to meet the needs of
family units.

The witness said that income maintenance should be assured mainly by
benefits as a malter of right; the use of means test programs should be limited.
Social security benefits should be sufficient to guarantee at least a minimum
standard of living for beneficiaries, and preferably should be related to past or
normal earnings. The system should preserve economic incentives and con-
tribute towards economic efficiency.

In the opinion of the witness, revenues should be derived from individual
contributions, employer contributions and general tax funds, with capacity to
pay as a guiding factor in each case. Individual contributions would be
desirable because they are favoured in Canada and elsewhere, both by expert
and by public opinion. People would be more willing to pay social security
taxes for specific benefits than they are to pay income tax. If a substantial
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portion of revenue for social security purposes could be raised from individual
contributions, the burden on the consolidated revenue fund would be lessened
and the government would be protected from unreasonable demands to raise
benefits. Individual contributions would generate personal interest in the
social security scheme and would be particularly desirable in Canada because
we are already heavily committed to government financed programs,—notably
family allowances. The witness emphasized that eligibility for benefits should
be clearly related to the fact that contributions have been made.

Dr. Cassidy suggested that the employer should contribute towards the
costs of social security, but the employer contribution should not represent a
large proportion of total costs, because it would act as a tax on production and
would be passed on, at least partially, to consumers.

The witness stated that the government’s share, which would make up the
difference between individual and employer contributions and total costs should
be derived as far as possible from the proceeds of income and other progressive
taxes.

Dr. Cassidy urged that there should be a sound adminstrative system
with competent personnel. Citizen participation in social security programs
should be emphasized. Responsibility for administration and finance should
be divided among federal, provincial and local governments, but there should
be vigorous federal leadership in all aspects of the social services.

Retirement Benefits

The witness suggested that an old age security program should provide
benefits to men who have reached the age of 65, and women who have reached
- the age of 60. He considered these te be the usual retiring ages, but emphasized
that the system should not encourage premature retirement, particularly at a
time when the population is ageing, because most people are happier working,
and because the cost of retirement benefits rises steeply with the inclusion of
lower age groups. There should be a residence requirement of 10 years, and
some retirement condition to ensure that a beneficiary would not continue in
normal employment. A parallel system of. survivors’ benefits should be intro-
duced at the same time.

Dr. Cassidy suggested that benefits be graded according to age at retire-
ment. A person claiming benefit at the age of 65 would, under his proposal,
receive about $28 a month for the rest of his life, but where retirement is
deferred, the amount would be increased for each year of deferment, so that
a person who did not claim benefit until he had reached the age of 70 would
receive the maximum amount of $48 a month. Although this maximum would
be somewhat below basic maintenance, the amount would be close to the limit
of allowable income under the present means test program, and the witness con-
sidered that the cost of a program on this scale would not be unreasonable.
A dependent adult would receive one-half of the primary benefit, and each
dependent child would receive one-quarter of the primary benefit. The physically
handicapped from 65 to 69 should be included at the maximum rate. The
amount of benefit would be adjusted annually in accordance with the cost of
living index.

Supplementary Assistance

Dr. Cassidy contended that the success of these retirement benefits would
depend on the establishment of a general public assistance program, operated
jointly by the federal government and the provinces. This program would supple-
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ment all basic social security benefits, including retirement benefits, which were
insufficient to provide basic maintenance for those in need. However, the
use of means test assistance for old age would be limited, and would eventually
diminish to a minimum.

Finance

The witness argued that the retirement benefit program should be financed,
in accordance with the social security principles outlined above, by individual
and employer contributions, and by federal appropriations from general revenue
amounting to about 50 per cent of the total. The total cost of this program
would be approximately $400 million. The program should be financed on a
pay-as-you-go basis.

The rate of contribution contemplated by Dr. Cassidy would be five per
cent on income, with exemptions of $720 for a single person, $1,080 for a
married person, and $180 for each dependent child. The minimum annual
contribution would be $15; the maximum annual contribution would be $100,
so that no contributor would pay more than the cost of his own retirement
benefits. In the case of individuals with incomes below the exemption level,
it might be possible to collect the minimum contribution of $15 from the
provinces; such contributions would be reimbursed to some extent by the federal
government in the form of grants for public assistance. Contributions would
be collected through income tax machinery. Individual records would be
required to establish the fact of contribution for benefit purposes.

Administration

A uniform national system under federal administration was recommended
by Dr. Cassidy. A constitutional amendment would probably be necessary
in order to establish a federal scheme; alternatively, it would be possible to
apply the program only in provinces which would sign tax agreements with
the federal government and which would delegate administrative responsi-
bility to the federal authority. Local administration would be carried out
through regional offices of the Department of National Health and Welfare.

The program outlined by Dr. Cassidy would provide for a simple system of
administration with automatic payment of benefits to all those meeting certain
basic conditions, such as proof of age, contributions and retirement.

Government Annuities

The witness added that, concurrently with the introduction of a new
retirement scheme, the Canadian government annuities program should be
revised and strengthened in order to encourage additional voluntary provision
to supplement retirement benefits. The annuities program should be admin-
istered as part of the total program of old age security.

MRg. MAURICE LAMONTAGNE

The submission was concerned primarily with methods of financing an old
age pensions program. The witness stated, however, that the method of finance
must be consistent with the objectives of both social security and fiscal policy.
He said that the aim of social security is to guarantee the minimum income needed
for subsistence, by redistributing national income; the aim of fiscal policy is to
stabilize the economy at the level of full employment by increasing the prof)ensity
to consume. The witness argued that a financial system based on the tripartite
scheme of contributions would be incompatible with these aims.

65170—63
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The Tripartite Scheme of Contributions

The witness pointed out that the tripartite scheme of contributions is based
on the insurance principle which assumes a permanent state of full employment.
He considered that such a scheme would be very difficult to extend to some of
the important sectors of our economy. Further, in his opinion, such a scheme
would not ensure a desirable redistribution of national income, because the
burden of cost would fall most heavily on employees.

The employee contribution would fall directly on employees as a kind of
income tax. The government contribution would be drawn from income tax,
- which would fall on employees to a large extent. The payroll tax would fall
initially on employers, but they would attempt to shift the burden of their
contribution.

The witness argued that in the capital goods industries, which play an
increasingly greater role in our economy, employers would not be able to pass
their tax on in the form of higher prices for their products, because the entre-
preneurs who buy these products are primarily seeking sources of larger profits,
and their demand for capital goods is very sensitive to changes in price. Instead
of accepting the payroll tax and passing it on to the consumer, the employer in
the capital goods industries would divert his resources to other sectors of the
economy or even to other countries. If he did continue to produce capital goods,
he would change the structure of production so as to employ less labour relative
to other untaxed factors. The burden of the employvers’ tax would thus fall back
on employees, either in unemployment or in lower wages.

In the consumer goods industries, the witness argued that the employers’ tax
might be passed on temporarily to consumers, because the demand for these
goods is fixed by customary standards of living, and will not respond easily to
changes in price. In the long run, however, the fact that the employers’ tax
could be passed on in consumer goods industries would attract producers from
the less profitable capital goods industries, the supply of consumer goods would
increase, and prices would go down to their former level, thus shifting the payroll
tax back to employers. In this situation, production would decrease and so would
the demand for labour. TUltimately the burden of the payroll tax in the con-
sumer goods, as in the capital goods industries, would fall back on employees.

In the export industries, the witness considered that a payroll tax would put
Canadian producers at a disadvantage relative to foreign competitors.

Deferred Equity Financing

The witness pointed out that the deferred equity approach to financing
social security has definite limitations. The collection of actuarial level
premiums, which would produce for long periods far more revenue than would
be currently required, would be deflationary. If the government were to invest
the reserve fund in the private economy, it would compete with private savings.
If the fund were invested in government securities, it would be used to meet
current expenditures. The obligations of the government, deposited in .e.\'change,
would not represent actual assets, but merely future commitments which would
have to be met by future taxes. Thus, in the opinion of the witness, the fund
would become a fiction. When the pension program matured and full scale
benefits were being paid, the government would have to revert to a pay-as-you-go
approach.

General Taxation and the Social Security Tax

The witness suggested that the major part of the cost of old age security
should be met by a special social security tax on disposable income; the remainder
should be met from general revenue. '
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The social security tax would transfer the burden of the cost of old age
security from general taxation to a special tax earmarked for old age pensions.
The witness considered that exemptions should be lower than in the case of
income tax. At the same time, there should be a reduction of the income tax rate
in order that overall taxes should not be increased. The social security tax
would provide the greater part of revenue for ald age security purposes; the
remainder might come from general taxation but there would be no need to main-
tain a strict balance between income and, expenditure, and deficit financing should
be used whenever necessary.

The advantage of a social security tax in the opinion of the witness is that
people become conscious of paying for the benefits they receive, and come to
look upon these benefits as a right rather than as charity. A social security tax
might have the effect of discouraging unreasonable demands to increase benefits.
The tax might be graduated or proportionate; the best form would be that which
did not impair economic incentives. A graded tax on corporations might also be
used, provided that it did not discourage incentive. An extension of the sales
tax, however, would be undesirable because it would be regressive and would
reduce the propensity to consume. Also, since it would be invisible, it would fail
to establish any conscious relationship between contributions and benefits.

Development of a Social Security System

The witness was mainly concerned with methods of finance, and had not
considered the benefits to be paid under an old age security program. He argued
that the extent of the outlay should depend on the capacity of the country to
carry the burden of cost. Some formula might be worked out to adjust pension
rates with changes in the cost of living.

The witness argued that development of the social security system should
be gradual and progressive. The system should not be regarded as fixed and
statie, but should always be flexible so that it can vary with fluctuations in the
economy.,

Dg. L. C. MArsH

The submission was based on the Social Security Report, prepared by
Dr. Marsh in 1943. He argued that provision for the aged is but one part of a
comprehensive inter-related program of social security and therefore should
be considered only in relation to protection against other universal risks, such
as sickness, disability, widowhood, and death. One way or another, in Dr.
Marsh’s opinion, Canada is committed to providing maintenance during old
age for a large and increasing proportion of the population. An organized
social security program is an alternative to other less adequate, but still costly,
ways of providing assistance to persons in need.

Dr. Marsh recommended universal contributory retirement pensions as
part of an overall social security plan, based on the principle of flat rate contri-
butions and benefits, and providing a minimum basic pension for men at 65
and women at 60 years of age. He suggested a bonus for deferred retirement,
and provision for disability pensions at an earlier age. Administration would
be national, with simple records and adequate machinery for adjudication of
appeals. The resources of provincial and local welfare departments and social

agencies would, under such a program, be released for supplementary aid and
other services.

The possibility of achieving old age security by extending the existing
pensions program was rejected by Dr. Marsh on the grounds that it is not
suitable for extension to larger and larger numbers of people and that, even if
further liberalized, the means test would retain the stigma of charity, and
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would penalize thrift and encourage subterfuge. He also pointed out that the
pension rate has not been based on an adequate minimum standard. The
existing program might, however, be improved and continued as a residual
program for those who fail to qualify for insurance benefits.

Dr. Marsh also rejected industrial pension plans as the major program of
old age security. He pointed out that, although the number of these schemes has
increased, coverage is by no means comprehensive, the unskilled and poorly
organized are in a weak position, and farmers and others engaged in non-
industrial pursuits do not benefit. Dr. Marsh mentioned the added dangers of
intensifying the reluctance of employers to hire older workers, and of limiting
considerably the mobility of labour. He said that industrial and commerecial
schemes have an important function in supplementing a basic general pension,
but should not be expected to provide a self-sufficient substitute

Uniform Basic Rate of Pension

The basic pension recommended by Dr. Marsh should be a nucleus amount,
available for everyone regardless of other resources, and capable of supplementa-
tion in a variety of ways. Private insurance, annuities, industrial pensions
and individual savings could all be added to the basic pension, and there
would be no restriction on other earnings of a beneﬁciary who had retired from
normal employment.

The actual amount of the basic pension should be set after a minimum
maintenance standard has been determined. It would not be possible to
equalize all differences of living standards through social security benefits alone,
but a comprehensive social insurance system could stress universality and broad
equality of benefit rights.

Advantages of a Flat Rate and Contributory Scheme

In the opinion of Dr. Marsh, the flat rate benefit and contributory scheme
can provide a uniform basic pension with least administrative difficulty.
Experience indicates that the advantages of graded retirement benefits, scaled
according to wage rates or differential contributions, are more than offset by
heavy administrative costs which, under a flat rate scheme, could be released
for benefits. Moreover, it is very difficult to achieve adequate coverage under
a graded scheme which sets up income and employment categories.

Dr. Marsh argued that individual contributions would be an aid in raising
funds for pension expenditure. They would lessen the danger of political
objections to large disbursements from government funds. Also, they would
be a form of organized thrift which gives contributors a unique interest in the
program.

Bonus for Deferred Retirement

Dr. Marsh recommended that a bonus of $2 monthly for each year of
deferred retirement, after 60 years for women and 65 for men, should be paid
over and above the basic rate, as an incentive to continue employment and
self-support as long as possible.

Earlier Eligibility for the Totally Disabled

Dr. Marsh proposed that for cases of total disability, contributory pensions
should be included as part of the retirement program but should be paid at
an earlier age. This provision would transfer from provinecial and munlclpal
authorities the present burden of assisting these unemployables:

:
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Financing

A combination of individual contributions and general tax revenues was
recommended by Dr. Marsh as an equitable compromise, in that flat rate assess-
ment alone is regressive, whereas tax revenues draw from the upper income
groups in graded relation to their capacity to pay.

Transitional Arrangements

Dr. Marsh suggested that the retirement pension program should aim to
move rapidly towards universal coverage. Three alternative routes were
deseribed, but he pointed out that no method is free of difficulties or compromises.
The method which would involve least administrative difficulty would be that
of crediting contributions for older persons, on the assumption that if the
contributory scheme had been in operation, the contributions would acually
have been paid.

Dr. Caarrorte WHrTTON, C.B.E.

Dr. Whitton distinguished between two major methods of providing income
security in old age; fiscal payments and welfare services. The witness said that
she did not propose to discuss fiscal payments at any length, but she pointed out
that if they were used, they should be described clearly for what they were and
should be made visible through a stipulated specific tax. If fiscal payments
were used, they would have to be supplemented by a residual assistance program
at the provincial, municipal or voluntary level.

The witness said that fiscal payments might consist of direct flat-rate
benefits for all persons who have reached a given age, or they might consist of
retirement benefits paid through some contributory prepayment plan. In the
opinion of the witness, a contributory scheme would be complicated, costly, and
difficult to introduce. It would tend to restrict labour mobility and to prejudice
the hiring of older workers. She drew attention to experience in other countries
which shows the inadequacy of contributory benefits during periods of shifting
currencies, and the danger of creating uncontrollable future liabilities. The
witness pointed out that the whole principle of contributory social insurance
is now under ‘“‘serious examination and grave questioning”, and that Canada
should hesitate before committing herself to any “illusory scheme of contributory
social aid”.

In the opinion of Dr. Whitton, a more satisfactory approach to the needs
of the aged would be the provision of welfare services which are concerned with
actual human needs, and which will continue to be necessary no matter what
form of income maintenance program is developed. She placed major emphasis
on the extension of health services, particularly the development of geriatric
clinics, on the provision of adequate housing for the aged in all parts of Canada,
and on the development of training and placement programs to ensure their
employment, wherever possible. The witness recommended the continuation of
allowances on a means test basis, with upward adjustment in the amount of
allowable income and the introduction of provisional allowances pending proof
of eligibility.

Health Services for the Aged

Dr. Whitton recommended the institution of geriatric grants under the
National Health Grant Program to be used for further training in geriatrics
and for the establishment and extension of geriatric clinics and units. These:
clinics, developed with public and voluntary funds would provide, in addition
to treatment services, a flexible, though reliable, means of permitting payment
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of allowances not only to the aged at a statutory minimum age but also at an
earlier age for those with completely disabling or non-remedial conditions. This
would offset the difficulties inherent in an automatic chronological retirement
age, premature for the physically fit and greatly deferred for the handicapped
and infirm. Visiting medical and nursing services might be used to provide
domiciliary care for aged persons living in private homes. The witness suggested
federal aid could be provided to meet the capital costs of these services, with the
province and the municipality paying maintenance costs.

Shelter for the Aged

The witness proposed that a federal-provincial-municipal plan on the lines
of the national Health Grant Program be developed for the construction of
small home-like housing units accommodating not more than 50 persons, with
arrangements for single persons and married couples. Provision should be
made for separate rooms with light-housekeeping facilities, and for common
dining, reading and recreation rooms, and for clinics to supplement the geriatric
clinics. In urban centres the recreation and clinical facilities should be avail-
able to aged persons living in private homes. She said that the Central
Mortgage and Housing Corporation should also be requested to include units
and facilities for the aged in their community housing projects. Mobile canteen
services could be organized by local communities to provide one hot meal a
day for aged persons, in their own homes, thus reducing the numbers requiring
institutional care.

Placement Services and Re-training

Because Canada, like other countries, faces the economic consequences of
an ageing population, the witness argued that all persons physically able to work
should be encouraged to continue in employment as long as possible.

Re-training grants, the resources already organized for the training and
re-training of veterans, and the facilities of the public employment service,
should be used to ensure the gainful occupation of mature and older workers.
These, like health services, could be achieved through federal, provinecial and
local co-operation, without constitutional change.

Revision of Existing Program

Dr. Whitton proposed that the margin of allowable income under the
present old age pensions program should be increased to permit outside earnings
up to a maximum of $20 monthly. In order to avoid hardships, new applicants
for old age pensions should be granted provisional allowances for a period of
three to six months pending proof of eligibility for pension. Over-payments
could be recovered from subsequent allowances and false applications penalized.

The Self-Supporting Aged

The witness suggested that the present Government Annuities Act might
be amended, extending the present limit of annuities from $1,200 to $1,800. The
health, housing and training services should be made available not only to those
in receipt of maintenance allowances but to the aged and ageing generally.




CHAPTER VI

FINANCIAL ASPECTS OF OLD AGE SECURITY

The Committee spent considerable time studying the financial aspects of
various old age income security programs. Expenditures under the existing
program and cost estimates for different types of proposed programs were
reviewed. In addition, data were presented on present tax revenues, together
with the possible yields from various additional or enlarged taxes.

1. COST UNDER EXISTING SYSTEM

For the fiscal year 1948-49, the federal share of the cost of old age pensions
was $64-2 million, while the provincial share was estimated at $21-4 million.
However, with the amendments of 1949, the cost rose substantially, with the
result that federal expenditures were $89-7 million in 1949-50, with provincial
expenditures estimated at $29:9 million. For the current fiscal year (1950-51)
expenditures on old age pensions, federal and provincial, will come close to
$136 million, of which the federal share will be around $100 million.

2. ESTIMATED COST OF DIFFERENT TYPES OF PENSIONS

The Committee obtained estimates of the cost of providing old age pensions
of various amounts at different ages under a number of plans of old age income
security. Information relating to the estimated cost for three basic types of
plans—a universal pension, a means test pension, and a contributory insurance
scheme with benefits related to contributions—is summarized below.

Universal Pensions

Table III (see following page) sets out for the years 1951, 1961 and 1971
the estimated cost of providing, to all persons in various older age groups,
pensions of $30, $40, $50, $60 and $100 monthly.

Means Test Pensions

It is difficult to forecast the cost of any proposed means test program
since it is not possible to predict the proportion of aged persons who would
apply for the pension under any given income test. Obviously, as the amount
of outside income allowed under a means test scheme is increased, the number
of eligible pensioners is also increased, and the cost rises correspondingly.

The distribution of the incomes of persons in the older age groups is such
that relaxation of the income qualification does not have to be carried very
far before a very high proportion of the population becomes eligible for pension.
The higher the income ceilings for purposes of eligibility, the closer the cost of
means test pensions approaches that of universal pensions.
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TABLE II1

ESTIMATED ANNUAL COSTS OF PENSIONS PAYABLE WITHOUT MEANS TEST TO VARIOUS OLDER AGE GROUPS IN AMOUNTS oF $30, $40, $50, $60 aAxnp $100 moNTHLY, 1951, 1961, 1971

Number of Annual Cost of Monthly Pensions of
Age Group Year Persons in
Age Group $30 $40 $50 $60 £100
$ 3 $ $ $

70 and over, both Bexes. . ... cc...covieiiatonsaes 1951 674, 500 242,820,000 323,760,000 404,700,000 485, 640,000 809,400,000
1961 869, 300 312,948,000 417,264,000 521,580,000 625,896, 000 1,043, 160,000
1971 1,042,100 345,156,000 ¥ ,000 625,260,000 750,312,000 1,250, 520,000
Male 70 and over, plus female 65 and over........ 1951 877,100 351,756,000 421,008,000 526,260,000 631,512,000 1,052, 520,000
- 1961 1,119,300 402,948,000 537,264,000 671,580,000 805, 986, 000 1,343, 160, 000
X 1971 1,337,300 481,428,000 641,904,000 802,380,000 962, 856, 000 1,604, 760,000
B0-an8l OVER, DOUH BeRBET. . .5 i . o ove i s e vie e 1951 1,101,400 396, 504, 000 528,672,000 660,840, 000 793,008,000 1,321,680,000
1961 1,372, 500 494,100,000 658,800, 823, 500, 000 988, 200, 000 1,647, 000,000
1971 1,630,000 586,800, 000 782,400,000 978, 000,000 1,173, 600,000 1,956, 000,000
Male 65 and over, plus female 60 and over........ 1951 1,354,100 487,476,000 649, 968, 000 812,460,000 974,952,000 1,624, 920,000
1961 1,667,700 600,372,000 800,496, 000 1,000, 620,000 1,200, 744,000 2,001, 240,000
1971 1,998, 000 719,280,000 959,040,000 1,198,800, 000 1,438, 560,000 2,397,600, 000
OOt over, Doth SoTeB., . G oo o« ihp vie va o owe - 1961 1,631,900 587,484,000 783,312,000 979, 140,000 1,174,968, 000 1,958, 280,000
1961 1,969,700 709,092,000 - 945,456,000 1, 181,820,000 1,418, 184,000 2,363, 640,000
1971 2,366,900 852,084,000 1,136, 112,000 1,420, 140,000 1,704,168, 000 2,840, 280, 000
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Under the present means test program with a maximum pension of $40 a
month, 43-1 per cent of all persons in Canada 70 years of age and over are in
receipt of pension. The Committee was provided with estimates showing that
if the same test were applied about one-third of the persons in the age group
65 to 69 might qualify for means test pension. The total cost on this basis
would be in the neighbourhood of $64 million annually.

Contributory Insurance Plan

Under the insurance approach the pensioner accumulates a right to his
pension, which may be on a graduated or flat rate basis, by making contributions
through the payment of premiums during his working life. Table IV provides
data on the monthly pension purchasable at ages 65 and 70 by the payment of
a premium of $1 monthly; also, the monthly premium required for the purchase
of an annuity of $40 monthly at ages 65 and 70. Table V sets out correspond-
ing rates for survivors’ benefits.

The data in Tables IV and V are indicative of what the costs (as a per-
centage of income) of a contributory plan might be under the deferred equity
approach. Under such a plan, the premium might be divided among the insured,
his employer, if any, and the government, or any combination of these three
factors.

3. TAX REVENUES OF THE FEDERAL GOVERNMENT

The Committee reviewed the preliminary estimates of the tax revenues of
the federal government for the fiscal year 1949-50, as well as the revenues fore-
cast for the fiscal year 1950-51. These revenues are set out in some detail in
Table VI.

TABLE IV

MONTHLY PENSIONS PURCHASABLE AT AGES 65 AND 70 BY $1 PAYABLE MONTHLY AND MONTHLY PREMIUMS
FOR PENSION OF $40 MONTHLY AT AGE 65 AND 70, MALES ONLY

Monthly Pension, Monthly Premium for
Purchasable by Premiums Pension of $40 Monthly
Age at Which Premiums Commence of $1 Monthly, Payable at Payable at
Age 65 | Age 70 Age 65 | Age 70

Plan A—No return of premiums if contributor dies before pension
is first payable.

S e W e ) RSSO e $10.71 $17.76 $3.74 $2.25
A N N 1o BT e A 6.72 11.36 5.95 3.52
b ticial s & i 4 Ash % i R 3.86 6.79 10.35 5.89
! AR SRR R OOk e A TR LTG5 1.86 3.58 21.52 11.18
ORM oy  2o oy g Py B B, el i ] B 0.49 1.39 81.66 28.87

Plan B—Premiums returned if contributor dies before pension is
first payable. Plan B rates are identical with Govern-
ment Annuity rates.

| RS U N P R e SR $ 8.09 $11.74 $4.94 $ 3.41
A S TR R SO M1 I DN 5.27 7.86 7.58 5.09
L R A T A B 3.18 4.96 12.58 8.06
R N et e s S s Al o s e 1.62 2.81 24.62 14.26
T R 7 AT B 0.46 1.20 | 86.26 33.41

Interest Rate Used—three per cent.

Administrative Costs—no loading.

Mortality Rate—Mortality of Annuitants 1900-1920, a(f) and a(m), with a reduction of three years in
age.
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TABLE V

SURVIVORS’ PENSIONS PURCHASABLE AT MALE AGE 65 AND 70 BY $1 PAYABLE MONTHLY AND MONTHLY
PREMIUMS FOR SURVIVORS' PENSION OF $40 MONTHLY AT MALE AGE 65 AND 70

(In all cases it is assumed that the wife is five years younger)

Monthly Pension Purchasable Monthly Premium for
by Premium of $1 Monthly Pension of $40 Monthly
Age of Male When Premiums Payable at Payable at
Commence

Male Age 65 l Male Age 70 Male Age 65 | Male Age 70
s (¢ TR W UNEI N o 10 0 1 $ 7.94 $12.41 $ 5.04 $.3.22
' L A TR BT, ST gt D 5.02 7.99 7.97 5.00
v RLAAERAT e g A Lo 88 SRR b E b LE Y 2.92 4.82 13.72 8.30
80, overdy o aand syt @i bl b o 1.42 2.57 28.10 15.55
(o1 A e e RS TN A LR .39 1.02 103.73 39.19

Note:—On the prior death of the male after the pension is to begin i.e. after age 65 (70), the pension to
the surviving wife to be reduced by one-half.

On the prior death of the male before the pension is to begin i.e. before age 65 (70), one-half the full
pension is to be paid to the surviving wife when she reaches age 65 (70).
Interest Rate used—three per cent. |
Administrative Costs—no loading. |
Mortality Rates—Mortality of annuitants 1900-1920, a(f) and a(m), with a reduction of three years in

age.
TABLE VI |
Tax ReEvENUES oF FEDERAL GOVERNMENT, 1949-50, 1950-51 1
|
\
Tax 1949-50 1950-51 |
Preliminary Forecast
In Millions of Dollars
I. Direct Taxes—
(a) Income Tax— ] :
(i), Individnals. .0 L oAl i, e e 611-5 530-0
(ii) ‘CorpoTationBy. .35, 5% & o ey Nt SIE A |00, . a T, 586-5 580-0
(iii) Interest, dividends, et8. ... SHSE BTl SERGE. | oo gl da e 45-5 46-0
(b)) Excess Profits Tax .. sii-sme- 50 (ion 4 AT 04 A e Buamit: UAE-Sis 3 — 2-5 —
(c)-Succession DUbieR r R R s e e AT e T e 28-5 29-0
TOLAL THTAME T axom. [, . .o,k oo P ot R MR e by el ) 1,269-5 1,185-0
II. Indirect Tazes— A
&) Customs BB DUt . e s T Rt o)y s oIy orse st 229-0 225-0
(b) Excise Duties—
(1)) AleohOliCEBOYErames. , i o o T a5y oo s batats a1 104-5 102-0
(860 J 00 o e g0 0 U o) o PSR S S SRR i S S S ey SR 114-0 114-0
Ress Redigrdal o gl el o el U LOME AL b (o — 30 — 3-0
(iii) Net' Treige TIution. .. ubh L e s o e s o s s 215-5 213-0
ic) Sales FARXNEE). oL . oBhL LNt L S o o BRI 404-1 400-0
(d) Other Excise Taxes— %
) T obaeco P rad et . & L = 10 a1 e ttclss & 83-4 831
(ii) Automobiles, tiresand tubes......................iiiiiin 34-2 35-0
(1) Stanpa. J8cal i L SRR S NI ¢l il - clx 8 ST 9-7 9-5
() Cignret e P B Ee S B OB . i e s 2oy v« sk o5 + =18 ule's alaa 7.1 7-0
(v) Jowellery, iorDaments il .. ou i itk s Sl s inlls ool slg et s ey 4.3 4.5
(vi) Other s c o R Ll T R r okt « v gDty 25-2 13-5
(vii) TotaliiOther Bxeise Takel. dly 1.L i ST 1L L 2 agpi e 163-9 153-0
fe) Miscellangoud T axes. k... S5 8. (S L LU SN c 8. . L 0] 4-0 4-0
(f) Total, Indireet / Taxen. [ .. 4050 (BG, SV EERNRE =, A 1,016-5 995-0
HT.'Total Taz Redenue {1, 28 0. L M T e e . A 2,286-0 2,180-0
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4. ADDITIONAL TAX'®REVENUES

The Committee requested the Department of Finance to furnish information
respecting various types of tax yields which would enable it to consider possible
means of financing any additional provision for old age security. This informa-
tion is summarized below. All the estimates given assume a continuation of
present levels of employment and income.

Levies on Personal Income

(a) Lowering of Exemptions Only. If the 1950 personal income tax rates
were to be maintained, and if exemptions were to be lowered to $750 for single
persons, $1,500 for married persons, $100 for family allowance dependents, and
$300 for other dependents, it is estimated that there would result $160 million
annually in new revenue, as follows:

—$138 million from current taxpayers, and
—$§ 22 million from 750,000 new taxpayers.

If, under present rates, the exemptions were lowered to $500 for single
persons, $1,000 for married persons, $75 for family allowance dependents, and
$200 for other dependents, the additional yield is estimated at $365 million, as
follows:

—$281 million from current taxpayers, and

—$ 84 million from 1,300,000 new taxpayers.

(b) Surcharge on Existing Personal Income Taz. It is estimated that each
5 per cent surtax on existing income tax liability, at 1950 rates, would produce
an additional $29 million in revenue.

A ten per cent surtax would therefore produce on the same basis an addi-
tional $58 million.

(c) Special Levy on Personal Income. In Table VII there are shown the
theoretical yields of a one per cent tax on personal income, subject to limitations
of exemptions, exclusions and maxima, and assuming perfect collection.

These are theoretical yields. They assume perfect collection. They must
therefore be used with care in attempting to forecast actual collections which
are bound to be less than the theoretical yields. The difficulties of collection
would be least with respect to wages and salaries and certain kinds of invest-
ment income which can be taxed more readily at the source. Conversely, the
difficulties would be greatest with respect to the collection of tax on the incomes
of the self-employed.

Similarly, experience has shown that the percentage of actual colleetion is
likely to increase and relative collection costs to decline, the higher the level
of exemptions or exclusions; this is because of the elimination of those with
small earnings.

Subjeet to these qualifications, the foregoing table shows the theoretical
yield of a one per cent tax on all personal incomes and on all personal incomes
with certain exemptions and deductions, and also with certain “ceilings” on the
tax payable by an individual within a year. The yield of a tax at a rate higher
than one per cent may be calculated by multiplying these figures by the appro-
priate amount.

For example, the theoretical yield of a one per cent tax on all income,
without exemption, exclusion or ceiling, as shown in the table, is $100 million.
If an individual is not required to pay more than $25 annually, the theoretical
vield falls to $81 million. Likewise, if an individual is not required to pay
more than $50 annually, the theoretical yield falls to $92 million,
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TABLE VII

THEORETICAL ANNUAL YIELD oF EacH ONE PeEr CeENT TAX oN PErsonAnL INcome!

Annual Yield
Base No Maximum Annual Tax of
Maximum
Tax $50 | $25
)
In Millions of Dollars
WS FT 1 R SN TEI IR P O I TR e 100-0 - 92-3 81-3
II. Deductible Ezemptions?
(a) 78500 for.al} persensiis itk WML SRR, LB L 80) 75-3 68-4 61-0
(b) $500 for single persons, $1,000 for married persons, and $100
e @i 1 )y I Sl PR B o Bl S L L vl e 57-8 51-5 46-2
(¢) $750 for single persons, $100 for dependents, and
(1) $1:250 for married pOrsOBS | i i L b b s e s s 48-3 42.3 37-8
(ii) $1,500 for Married PerBONE. (. di o vi v vuvsiniserinsslen 43-9 38-1 34-0
III. Ezxclusions? {
() First-$600: . i 75 8 SRR AST FINTRIS ATz, S 98-0 90-5 796
(b) First $1,000.. . it by o ien sapie: 05 DTN 5 T N W 90-1 82-7 72-0
(¢) First $500 for single persons, $1,000 for married persons,
and $100 {ar dependenti. . [ix. . i E e R aris: = as ot 91-6 84-3 736
(d) First $750 for single persons, $100 for dependents, and
(i):'$1,250 for married DOrSONE. ;i . Jitli woads « yo i ToEs 86-7 79-4 68-7
(1) $1,500 for married DEPSONB. . ;. 5k ke »baisiss ¢ bde s oia 82-5 75-1 64-4

1Tt is estimated that $10 billion would come within the scope of the present tax law. This assumes
that no tax is payable on family allowances, war pensions, unemployment insurance benefits and so on,
and that relief for medical expenses, charitable donations, losses and so on would be allowed.

2 The exemption amounts shown are not subject to the tax. A person with income of $1,200 pays tax on
$700 when the exemption is $500.

3 Persons with incomes under the excluded amounts pay no tax. Persons over the excluded amounts
pay tax on their whole income (except for the ‘‘notch’’ provision). Thus, the person with income of $1,200
pays tax on $1,200 when the exclusion is $500 or $1,000.

A two per cent tax on all incomes without exemption, exclusion or ceiling
would therefore have a theoretical yield of $200 million. Similarly, a two per
cent tax on all incomes, subject to a deductible exemption of $750 for a single
person, $1,500 for a married person and $100 for dependents, without ceiling,
would be twice $43-9 million or $87:8 million.

The exclusion of individuals with incomes below certain levels results in
smaller loss of revenues than a system of deductible exemptions, because all
those who are not excluded from payment would be subject to the tax on their
full incomes. Thus, using the same exclusions of $750 single, $1,500 married and
$100 for dependents, the theoretical yield of a one per cent levy would, as
shown above, be $82:5 million, and of a two per cent levy would be $165 million.

If a ceiling is applied, it is necessary, in calculating the theoretical yields,
to raise the ceiling in the same proportion as the tax is raised. For example,
a ceiling of $25 applied to the same exclusions as used above reduces the one
per cent yield to $64-4 million. This figure of $64-4 million can only be doubled
as the result of a two per cent tax by raising the ceiling to $50.

It must be emphasized again that all the figures given are theoretical. They
are subject to downward adjustment for inevitable losses in collection.

Taxes on Corporations

It is estimated that corporation profits are approximately $1,850 million
annually. (1) On this amount, the present federal income taxes of 10 per cent
on the first $10,000 of taxable profits and 33 per cent on the remainder are
expected to yield $590 million.

1 About $600 million of which is dividends and forms part of $10,000 million used in
Table VII. Thus the total of personal income and corporation profits is about $11,200 million,
rather than $11,200 million.




OLD AGE SECURITY 91

(a) Surtax. A surtax of 5 per cent on the existing corporation profits tax
would probably yield $29-5 million annually, subject to the reservations noted
below.

Any ‘increase in taxes may in itself have an effect on corporate profits;
also, there may be fluctuations in profits due to other causes. The calculations
made here assume that profits continue at $1,850 million annually.

(b) Special Levy. 1Tt is estimated that each one per cent special levy on
corporate income would result in $18+5 million additional revenue. In this case,
as in the case of a surtax on corporate income, theoretical yields from rates
higher than those given may be calculated by a simple process of multiplication.

Payroll Tax on Employers

Total wages and salaries paid, including employee contributions to social
security, but excluding supplementary labour income such as employer con-
tributions to pensions and to social security, are estimated by the Dominion
Bureau of Statistics at $7,300 million for the year 1949. One per cent of this
total is approximately $73 million. Two per cent of this would therefore be
$146 million, and so on. Wages and salaries paid to farm workers and domestic
servants are included. To the extent that collections are not made from all
employers, the actual yield would be below these figures.

Sales Tax

The existing sales tax of 8 per cent is estimated to yield $400 million in
1950-51. The estimates for additional yields set out below assume no change
in levels of consumption. Changes may result, however, either from these
additional taxes or from other factors.

(a) Increase in Existing Tax Rate. Each one per cent increase in the
existing sales tax would probably yield an additional $50 million annually.

(b) Tazing Additional Items. If the six major classes of goods not now
taxed were subject to the existing tax of 8 per cent, the yield would probably
increase by $300 million, bringing the total yield to $700 million.

The six classes of goods now excluded are foodstuffs (except for a few items),
fuel (including electricity), building materials (except for a few items),
machinery used directly in the manufacture of goods, farm machinery, and a
wide range of goods of minor importance. All purchases by public hospitals
and certain charitable institutions are exempt from sales tax.



s wod fiwm o2

(mﬂ {n_ M

‘. PN '“d“tm 'fﬁ‘ﬁ"”'(w
i o Bk e rkmimﬂ.

i f = AT R e 0T Ly \ﬂ‘ P < JLI "
4 . S A B Sanes Ao G '1.(%‘72“01'0@‘}* Tl!
P iy i R sl JoaioR iy ‘"Jﬁ :

N

4 "' st e s 5T "‘u’("ﬂ(ﬂ?‘}’ 311@
i e wimgkips kil Sneom teosiir ol
R P MO s \‘wc of m»

ﬁ"‘kl\.ﬂl‘[ﬂ J




CHAPTER VII

CONSTITUTIONAL ASPECTS OF A FEDERAL
OLD AGE PENSION PROGRAM

The 'D-eputvy Minister of Justice appeared before the Committee to give
evidence on constitutional questions relating to old age pensions.

In the opinion of the witness, legislation providing a universal non means
test unconditional flat rate pension financed from general revenue could be
enacted within the authority of Parliament, since it would be merely an appro-
priation of public money to be distributed for a particular purpose.

On the other hand, apart from unemployment insurance for which Par-
liament was given power to enact legislation by an amendment of the British
North America Act in 1940, Parliament has not the power to enact legislation
to establish an insurance scheme in which contributions are required by em-
. ployees, employers and the federal government, and where the amount of
pension payable to any individual is related to the contributions made by or
on his behalf. et

Between these two extremes of payments from general revenue and an
insurance scheme, there is a range of possibilities where, in the view of the
witness, constitutionality cannot be determined until a specific proposal is set
out in a bill. Tt is not clear, for example, whether it would be within the power
of Parliament to pass an Act under which special taxes would be earmarked
for paying old age pensions, even though the pensions might not be related in
any way to previous payments of the tax. The validity of such a scheme would,
according to the evidence presented, depend upon whether or not there was a
complete disjunction of the compulsory taxation measure and the pension
payments. Unless it were clearly evident that the taxes would not be borne
directly and solely by those who would ultimately be pensioned, the necessary
disjunction would not be complete and there would always be the possibility
of the courts holding the plan to be a compulsory insurance act and, hence,
invalid. For illustration, if the earmarked tax were a customs duty, the decision
of the courts might be different from the decision if it were an income tax;
there might appear to be a less direct relationship between payment of benefits
and customs duties than between payment of benefits and income tax.

In giving his views on the constitutionality of a pension plan financed in
any way other than from general revenue, the witness stated that he was
influenced in large measure by the 1937 judgment of the Privy Council on the
validity of the Employment and Social Insurance Act of 1935. In this judgment,
Lord Atkin, while observing that the federal government may, under its existing
powers, impose taxation for the purpose of creating a fund for special purposes
and may raise money by any mode or system of taxation, went on to state as
follows: “But assuming that the Dominion has collected by means of taxation
a fund, it by no means follows that any legislation which disposes of it is
necessarily within Dominion competence . . . In other words, Dominion legis-
lation, even though it deals with Dominion property, may yet be so framed as
to invade civil rights within the Province, or encroach upon the classes of
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subjects which are reserved to Provincial competence. It is not necessary that
it should be a colourable device, or a pretence. If on the true view of the
legislation it is found that in reality in pith and substance the legislation
invades civil rights within the Province, or in respect of other classes of subjects
otherwise encroaches upon the provincial field, the legislation will be invalid. ..
An insurance Act affecting the civil rights of employers and employed in each
Province. .. is invalid.”

In answer to a question, the witness expressed the opinion that an agree-
ment between the federal and provincial governments would not confer upon
Parliament the authority to enact legislation which could not otherwise be
enacted under the constitution. He further stated that pension schemes within
the legislative competence of Parliament would not require agreements with
the provinces, although agreements might be entered into for the administration
of such schemes.




CHAPTER VIII

RELATIONSHIP OF OLD AGE SECURITY TO
OTHER FEDERAL PROGRAMS

Evidence was presented to the Committee on the possible relation of an old
age security scheme to various existing federal government programs including
War Veterans Allowances, Unemployment Insurance, Canadian Government
Annuities, and the National Housing Act.

1. WAR VETERANS ALLOWANCES AND OLD AGE PENSIONS

At the present time old age pensions and war veterans allowances are
mutually exclusive; one may not be supplemented by the other. In general,
according to the evidence presented, veterans seem to prefer the allowance to
the pension, even when in individual cases the allowance may be somewhat
smaller. The reason for this appears to be that veterans feel they have earned
the allowance whereas the pension is looked upon as state charity.

Witnesses from the Department of Veterans Affairs pointed out that war
veterans allowances are in some ways more favourable than old age pensions:
for example, allowances are payable at an age 10 years earlier than old age
pensions, and allowance recipients are entitled to hospitalization and medical
care, whereas these services are not provided automatically or uniformly for all
old age pensioners. The Chairman of the War Veterans Allowances Board
expressed a personal view that, because of the advantages under War Veterans
Allowances, some veterans might prefer the prospect of these allowances to
anticipated benefits under a general old age retirement scheme for which con-
tributions would be necessary. :

2. INTEGRATION OF A CoONTRIBUTORY OLD AGE PENSIONS SCHEME
WITH UNEMPLOYMENT INSURANCE

The Deputy Minister of Labour was asked to outline to the Committee the
manner in which the administration of unemployment insurance might be
extended to include the operation of an old age insurance scheme. The witness
indicated his belief that the Canadian people favour the insurance principle in
social security and argued that the linking of the administration of an old age
insurance scheme with unemployment insurance could be achieved in Canada
as it has been achieved in Great Britain.

The witness suggested that the objective of a new old age pension plan
should be universal benefits and universal contributions; that only a small reserve
would be necessary for the old age section as compared with the unemployment
section of the program; and that there is a certain value in having people make
direct contributions rather than having benefits payable from general taxes,

since the participant realizes in this way that his benefits are related to his
contributions.

The witness proposed that as a good start toward a contributory plan,
unemployment insurance administrative facilities might be expanded to include a
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retirement insurance program with the same coverage which exists at present for
the risk of unemployment. The self-employed might be required to purchase
government, annuities in the same amount as the old age pension (this proposal
is discussed in detail in the next section of this Chapter). A means test pension
would be required for a limited number of persons who had not made contribu-
tions or purchased these annuities.

As unemployment insurance was extended in coverage, the witness believed
that the same extension would hold for old age insurance. If the government
were to provide universal benefits prior to that time, contributions would be
payable by one sector of the community while benefits would be available to all.
However, as long as contributions were low the witness considered that there
would probably be no objections to this situation.

The extension of coverage to such groups as farm-workers, fishermen and
the self-employed, would raise certain difficulties but the witness did not consider
these to be insurmountable. He suggested that universal coverage could best be
achieved over a period of years, but that if an act were passed requiring contri-
butions from everyone, it could, if necessary, be put into effect within six months
or a year.

The witness further suggested that there are obvious advantages in having
only one administrative body for old age pensions and unemployment insurance,
since the administrative costs would be less than for two separate plans. In this
connection he pointed out that the Unemployment Insurance Commission and
the National Employment Service already have 250 branch offices in Canada.
The witness considered that there would be an advantage in having collections
made by the Unemployment Insurance Commission rather than by the Depart-
ment of National Revenue, in that the attention of the contributor would be
called more forcibly to the purpose of the contribution. Individual contribution
records would have to be kept, but these would not need to be unduly complex;
only the fact of contribution would have to be recorded for eligibility purposes.

Estimates were presented on the cost of collecting contributions and of
maintaining individual records under a combined old age and unemployment
insurance program with universal coverage. The annual cost of collecting contri-
butions would be about $5-7 million, or a little over one dollar per person in the
labour force. In addition the annual cost of maintaining records was estimated
at $5 million. Thus the total cost of collecting contributions and of maintaining
records under universal coverage for both old age and unemployment insurance
might amount to $10:7 million.! No estimates were submitted on costs of
verification of claims, adjudication of claims or payment of benefits.

3. CANADIAN GOVERNMENT ANNUITIES IN RELATION TO
AN Orp AGE SECURITY PROGRAM

The Deputy Minister of Labour was asked to outline to the Committee the
way in which the Government Annuities Act might be utilized in relation to an
old age insurance program. He suggested that, for the self-employed and others
not protected against the contingencies of old age under an old age insurance
program linked with unemployment insurance, it might be possible to extend
the Government Annuities Act so that such persons would be required to
purchase a government annuity in the amount of the old age pension. Since,
for those persons coming under the insurance part of the plan, there would be
contributions from employers, employees and the federal treasury, the self-

1The cost of collection for unemployment insurance under its present coverage is
$2,716,000; the present cost of maintaining records is estimated at $2.505,000: a total of
$5,221,000 for these two items.
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employed purchasing government annuities would be at a disadvantage in terms
of cost. He therefore suggested that a more equitable situation would result if
the cost of annuities were reduced for the self-employed. If they were to pay
80 per cent of the cost of the specified pension they would be in the position of
paying an amount roughly equivalent to the employee and employer share
under the suggested insurance program.

The witness expressed the opinion that, since less than 300,000 persons have
taken advantage of the opportunity of purchasing government annuities in the
42 years since they became available, some degree of compulsion or additional
encouragement, would probably be necessary to extend participation further.

If there were a plan for the payment of $40 a month at age 70 it would be
possible, in his opinion, to issue a new type of annuity which would commence
with a specified amount at age 65 and would be reduced at age 70 by the amount
of the old age pension. However, he added that it might be difficult to work out
such an annuity if it had a guaranteed period, especially if the guaranteed
period extended beyond age 70.

4. TaE NATIONAL HoOUsiNG AcT IN RELATION TO
Ax OLp AGE SECURITY PROGRAM

The Committee asked the Central Mortgage and Housing Corporation to
submit a memorandum on the possible uses of National Housing Act facilities in

connection with housing for aged persons. The memorandum is based on the
assumption that to meet the need of aged persons there is required a supply
of housing reserved exclusively for them, designed to meet their physical needs
and carrying a rental, either economic or subsidized, which is within their ability
to pay.

Section 9 of the National Housing Aet permits loans by the Corporation to
limited dividend companies in amounts up to 90 per cent of the lending value
of the housing project. Interest on such loans is at three per cent per annum
and repayment may be made over a period as long as fifty years. Housing so
produced may be designated for lease to specific classes such as aged persons.
This section has already been applied to provide housing for the aged in Burling-
ton, Ontario, and in Vancouver, British Columbia.

Under Section 35 of the Act, low rental housing projects may be built,
provided that an agreement is reached between the provincial and federal govern-
ments. The capital cost of such a project must be shared 25 per cent by the
provincial government and 75 per cent by the federal government. Rental may
be economic or subsidized; in the latter case the loss is shared by the two gov-
ernments in the same ratio. British Columbia, Ontario, Quebec, New Brunswick
and Newfoundland have passed legislation permitting their governments to enter
into such agreements. There is no provision in this section for restricting low
rental housing projects to any specific class such as aged persons. The memo-
randum stated that it is not known whether such restriction could be applied
in practice, but that the possibility might be considered by provinecial and federal
governments. If rental projects carrying such restrictions were acceptable, they
could be subsidized to an extent that would bring them within rental levels
compatible with the income of old age pensioners.
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CHAPTER IX

FINDINGS OF THE COMMITTEE

COMPLEX NATURE OF THE PROBLEM

1. The sum total of evidence placed before the Committee by provincial
governments, representative organizations and individuals has been impressive
in terms both of quantity and quality. It has served to high-light the intense
complexity of the subject which was referred to the Committee for study. The
evident fact is that the problem of providing security to the aged in our popula-
tion is not a simple or clear-cut matter.

2. The nature of this problem can perhaps best be illustrated by pointing
out in the first place that old age itself is very difficult, if not impossible, to
define. We are dealing with a phenomenon, the ageing process, which is not the
same for all individuals. Some persons become aged many years before others in
the same community; others retain the physical capacity and ability to continue
in productive employment for many years beyond what is normally considered
the age for retirement. Regardless of the age which may be arbitrarily selected
as normal for retirement, there are always certain individuals above that age
who are capable of continuing as active members of the community; and there
will likewise always be individuals below the age who will not be able to carry
on in the normal way as self-supporting members of society.

INCREASE OF AGEING POPULATION

3. The Committee has also in its deliberations been faced with the fact that
regardless of the age which may be selected as normal for retirement, the mag-
nitude of the problem and the numbers of persons in the population above the
selected age do not remain static. Due to improved health services and the
consequent increase in the longevity of our population, along with other factors,
our aged population is growing from year to year.

4. In 1931 the average life expectancy for new-born males was 60 years and
for females 62-1 years. The total population of Canada over the age of 65
was 576,000, representing one in every eighteen of the total population. Since
then the average life expectancy of new-born males and females has risen to
65-18 years and 69-05 years respectively (1947 figures). Combined with in-
creased longevity was a decline in the birth rate, since reversed, which has
contributed to a higher proportion of population in the advanced age brackets.
The total of persons 65 or over in 1951 will number approximately 1,101,400, or
one in every thirteen of our population. This trend towards an ageing popula-
tion may reasonably be expected to continue through the decades ahead. It is
estimated that in 1961 the population 65 and over will approximate 1,372,500,
and in 1971 it will rise to 1,630,000.

5. The estimated future increases in population at different age levels, and
the costs of providing universal pensions to such persons at different rates, are
set forth in the following table taken from the evidence:
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TABLE VIII

ESTIMATED ANNUAL COSTS OF PENSIONS PAYABLE WITHOUT MEANS TEST TO VARIOUS OLDER AGE GROUPS IN AMOUNTS oF $30, $40, $50, $60 Axp $100 moNTHLY, 1951, 1961, 1971

Number of Annual Cost of Monthly Pensions of
Age Group Year Persons in
Age Group $30 $10 §50 $60 $100
$ $ $ $ $

70 and-over, both'sexes:. 5 5. <. &8 S o veine s 1951 674, 500 242,820, 000 323,760,000 404,700,000 485, 640,000 809,400,000
1961 869, 300 312, 948,000 417,264, 000 521, 580, 000 625, 896, 000 1,043, 160, 000
1971 1,042,100 345,156, 000 500, 208, 000 625, 260, 000 750,312,000 1,250, 520, 000
Male 70 and over, plus female 65 and over........ 1951 877,100 351,756,000 421,008, 000 526, 260, 000 631, 512,000 1,052, 520,000
: 1961 1,119,300 402, 948, 000 537, 264,000 671,580,000 805, 986, 000 1,343, 160, 000
1971 1,337,300 481,428,000 641, 904, 000 802, 380, 000 962, 856,000 1, 604, 760, 000
66 androver, hotlrsexese. 15 5. s 2. 50 Th v o 1951 1,101,400 396, 504, 000 528,672,000 660, 840, 000 793,008,000 1,321, 680,000
1961 1,372, 500 494,100, 000 658, 800, 000 823, 500, 000 988, 200, 000 1,647, 000, 000
1971 1,630,000 586, 800, 000 782,400, 000 978,000, 000 1,173, 600, 000 1,956, 000, 000
Male 65 and over, plus female 60 and over. . ... ... 1951 1,354,100 487,476,000 649, 968, 000 812,460, 000 974,952,000 1,624,920, 000
1961 1,667,700 600, 372, 000 800,496, 000 1,000, 620, 000 1,200, 744,000 2,001, 240, 000
1971 1,998, 000 719, 280, 000 959, 040, 000 1,198, 800, 000 1,438, 560,000 2,397, 600, 000
60 and-over, both sexes.......... ... 5.0 e on.. 1951 1,631,900 | 587,484,000 783,312,000 979, 140,000 1,174,968, 000 1,958, 280, 000
1961 1,969,700 709,092, 000 945, 456, 000 1,181,820, 000 1,418, 184,000 2, 363, 640, 000
1971 2,366, 900 852,084, 000 1,136, 112,000 1,420, 140, 000 1,704, 168,000 2,840, 280, 000
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LATER AGES OF RETIREMENT

6. As large numbers of persons reach what may, under present circumstances, -
be considered the normal ages of retirement, and as they find themselves in
better health, it may be expected. that they will show increasing reluctance to
accept the inevitability of retirement at such ages. It is in the interests of the
individuals themselves and of the country as a whole that we should re-think
our attitude towards continued gainful occupation of these older age groups.

7. The Committee believes that increasing emphasis should be placed on
efforts to remove from people’s minds the idea that there is any set or accepted
age for retirement. Each individual in the nation’s population should be encour-
aged to continue as long as possible in gainful employment.

8. Not only is this a matter of importance to individuals themselves in terms
of their health and mental outlook, but it is of even greater importance to the
over-all economy of the country. Surely a country like Canada, with a wealth
of natural resources still in large part undeveloped, 1s justified in having profound
faith in its economic future. If we are to develop these resources adequately,
we shall need to retain in aective undertakings the largest possible number of
our nation’s population. The Committee believes that, in the years ahead, our
economic progress and prosperity will depend in significant measure on the
success of efforts made to utilize to the fullest possible advantage the mature
gkills of these older workers.

PREMATURE AGEING AND INVALIDITY

9. The reverse of the problem of retaining older workers in the labour
market is that presented by the prematurely aged and invalids who are obliged
to retire from employment before their normal time. The Committee has been
deeply impressed by the evidence presented as to the position in which invalids
and incurables find themselves at present. It has also received representations
from organizations representing the blind, and blindness is, of course, part of the
total problem of invalidity. The Committee has felt, however, that the terms
of reference established for it ruled out the possibility of a detailed examination
of this problem as it applies to the younger age group.

SOCIAL NEEDS OF THE AGED

10. The Committee has also been faced with an impressive volume of
evidence which demonstrates that old age security does not consist solely of the
assurance of adequate cash income to individuals in their later years. It is
important to keep in mind that income security, while an important element in
the total program, is not by any means the entire answer. Adequate housing,
health and welfare services, the availability of suitable part-time occupations
for the aged—all these factors enter into the complex picture of the needs of
this important section of the nation’s population.

CoNTINUED EMPLOYMENT OF OLDER WORKERS

11. Much is already being done along these lines,—for example, the efforts
made by the National Employment Service of Canada to encourage the continued
employment of older workers on a full or part-time basis. Much more, however,
needs to be done in terms of persuading employers and governments to keep open
the doors of employment opportunity to individuals who are in their middle or
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later years, so that each individual with the capacity for useful and productive
employment will be afforded equal opportunity to contribute his or her share to
national production and to national well-being.

HeALTH PROGRAMS

12. With regard to medical and health programs for the aged members of
the population, the Committee has noted the extent to which some of the
provinces have developed well-organized programs in this field. These under-
takings, the Committee feels, should be encouraged and further developed, parti-
cularly in those provinces which have not yet undertaken special programs to
meet, the health needs of the aged. Any lessening of the burden on the provinces
of providing income security for the aged may enable them to develop more
adequate hospital and medical care services for this section of the population.

Housine NEEDps

13. The Committee has also considered the housing needs of the aged and
the possibilities now open to private organizations, provineial and municipal
authorities under amended provisions of the National Housing Aet. It is the
Committee’s view that due to the comparative recency of these amendments full
advantage has not yet been taken of the opportunities thus afforded. It considers
that further exploratory work should be undertaken for the purpose of seeing
how the machinery already in existence can be developed and further expanded
in order to make possible a more adequate solution of this urgent aspect of the
problem of old age security.

EMPLOYEE PENSION PLANS

14. Within recent years there has been a remarkable development of
employee pension plans designed to provide a measure of old age security for
the more fortunate section of the employed population that happens to be
covered.

15. The efforts that have been made, particularly during the past few
years, to provide retirement security for employees are worthy of commenda-
tion. Employee pension plans have already made a significant contribution
to the provision of retirement security for an important section of the Canadian
labour force.

16. The Committee has recognized in the course of its deliberations that
it would be rendering a disservice to this important segment of the Canadian
labour force if it were to consider any plan of governmental intervention which
would have as one of its results, intended or otherwise, any diminution of the
interest and concern currently being shown by employers in the provision of
old age security for their employees.

17. It must be recognized, however, that present employee pension plans
have a very uneven effect over the entire working force. Some groups of
employees are covered adequately, some inadequately, others not at all. Further-
more the development of separate employee pension schemes tends to restrict
the mobility of labour by tying the employee to a particular employer. « To the
extent that these plans differ one from the other, to the extent that prosperous
industries can afford to provide them and others not, the result is to confuse
and to complicate the over-all picture. .
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18. These difficulties are further intensified by the fact that to a certain
degree the costs of these employee pension plans are, like higher wages, passed
on to the consumer in added production costs, with the result that the entire
population finds itself indirectly paying part of the cost of pensions for the
more fortunate groups.

19. All this has made it imperative that the Committee should endeavour
to see what kind of a scheme it could develop on a universal basis which, by
its very simplicity, would make it possible for these industries to adjust their
private pension plans so as to fit into governmental provisions, and would
stimulate the development of new pension plans, particularly among sme ler
businesses.

20. The Committee feels that any plan to be considered should not interfere
with employee pension plans, the purchase of governmental or private annuitivs,
or private savings. Any scheme conceived under public auspices should be
such as to place a floor under these private or collective provisions for retirement
security; this would make possible the development under private initiative
of supplemental programs which, taken together with governmental provisions,
would result in more adequate retirement security for the largest possible
number of Canadians.

21. While a simple basic scheme under governmental auspices should support
and stimulate employee pension plans, there is also room for improvement in
these private plans which would eliminate some of their inadequacies and com-
pllcatlons Some improvement has already been effected by the insistence of
the income tax authorities upon certain minimum conditions as to Vestlng of
pension rights in approved pension plans, but it is the Committee’s view that
further improvement could be effected, without imposing unnecessary hindrances
on the development of private plans, by requiring, as a condition of income tax
exemption, a greater degree of transferability of individual pensions rights.

GOVERNMENT ANNUITIES

22. Tt is also important that the provision of basic old age security should
do nothing to weaken the incentive of the individual to provide through personal
saving for his old age. Moreover, every facility should be offered to make it
possible for the individual to make regular contributions for this purpose. The
Committee reviewed the operations of government annuities and believes that
their purchase should be encouraged and that the merits of this particular form
of saving should be made more widely known by a suitable campaign of
advertising and by other methods designed to facilitate their purchase.

OTHER CLAIMS TO PRIORITY

23. Finally, in its study of the old age security systems in effect in other
countries, and in its consideration of the evidence presented by representative
Canadian organlzatlom and mdl\l(.ualb, the Committee has had to keep
constantly in mind the place of old age in an over-all social security progran
While the terms of reference of the Committee have limited itz study to the
specific field of old age security, it has not felt it advisable to overlook the:
fact 'that there are other areas of social need in which governments, botb
provineial and federal, may be called upon to take in the future a substantial
measure of responsibility.
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24. Present expenditures on all forms of social security in Canada have
already reached imvressive proportions. Family allowances in 1950-51 will
cost in excess of $300 million. Military pensions, war veterans allowances
and other health and welfare services provided for ex-service personnel through
the Department of Veterans Affairs total in excess of $150 million annually.
Present expenditures on old age assistance, federal and provineial, will come
close to $136 million in the current fiscal year. Unemployment insurance
benefits in the fiscal year just closed were in excess of $85 million. In
addition to these items of major importance, public expenditures on all levels
of government for health and hospital care total close to $150 million annually;
expenditures on workmen’s compensation, provineial mothers’ allowances and
other provincial or local welfare services approximate $100 million annually.
The total annual cost of health and welfare services to the people of Canada
provided at public expense by all levels of government, can presently be
estimated on a conservative basis at not less than $1 billion annually. This is
an impressive total, and means the diversion of a not inconsiderable proportion
of the national income into this important field of health and welfare services.

25. Nor has the Committee overlooked other social security programs which
have been widely advocated, such as health insurance, invalidity pensions, ete.
These are not, of course, matters which come within the Committee’s terms of
reference. Furthermore, the Committee has not been able to obtain precise
data which would enable it to assess accurately the magnitude of the cost of
programs of this nature. It has been estimated, however, that the over-all cost
of a comprehensive system of health insurance would probably be not less than
$300 million annually, although it must be added that a large proportion of such
an amount would represent not a new burden on the people of Canada, but
merely a rechannelling of existing expenditures on various forms of health care.
So far as pensions for invalidity are concerned, an amount of the order of $40
to $50 million might be involved, depending on the details of the program and
the nature of the eligibility test which might be applied.

26. These and other expenditures which are advocated from time to time
represent substantial additions to the amounts which Canadians through their
various governments are presently being called upon to provide for social
security purposes. The Committee, having carefully examined these aspects of
the problem, considers that it must avoid suggesting such a substantial diversion
of the total national income into a program for the aged as to preclude the
possibility of developing in years to come a fully balanced social security

system.

THREE MAIN ALTERNATIVES

27. The study which the Committee has given to old age security systems
operated in other countries has made it clear that the choice lies among three

main alternatives:

(a) old age assistance;

(b) an insurance system;

(¢) a universal pay-as-you-go system.
It is. of course. possible to develon programs embodying features of two or
even all three of these systems. This is, in fact dgmonstrated by the studies
of the Committee with respect to programs in effect in other countries.

28. Tt may be helpful te outline briefly the main features of each of the
systems here mentioned. - :
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OLp AGE ASSISTANCE

29. Under an old age assistance program, the determining factor, both as
to receipt of assistance and as to amount of assistance, is the need of the
individual. This is the system that we have presently in effect in Canada. Any
system of old age assistance involves investigation and inquiry into the individual
resources of the applicant with a view to determining eligibility for assistance
and the amount thereof. It is this feature of the old age assistance program
which has been most strongly criticized .

30. But it must be kept in mind in this connection that such investigation
procedures are an almost inevitable requirement of any old age security system
which derives its funds from the general revenues of the country, rather than
from specific contributions levied for the purpose. Furthermore, it can probably
be said that a system of old age assistance based on the needs of the individual
assures the most sparing use of such revenues as may be available from the
general treasury. '

31. Even under the present old age assistance program in Canada, costs
have been steadily rising, and for the current year will amount to approximately
$136 million. Were it not for the fact that the present program in Canada
involves these procedures for the determination of individual need, the burden
on the general revenues of the federal and provincial governments would be
in excess of $300 million annually at the present time.

et L - OLD- AGE-INSURANCE '
32. The underlying principle of an old age insurance system is that the
individuals who are protected under the system provide for their own pensions

by regular contributions. In effect, the contribution made by the individual
under an insurance system is regarded by him as an investment, and the
pension which he ultimately receives is related to the amount or number of his
earlier contributions. The great strength of an insurance system lies in the
fact that the individual who is covered in the scheme has earned the right to
his pension by his own individual contributions or by contributions made on
his behalf by his employer.

33. However, by its very nature, the benefit earned by an individual
depends not only upon the amount of his contribution, but also upon the
period during which he is covered in the scheme. Therefore, those who enter
the scheme late in life can expect to build up only a small pension when they
reach retirement-age. Moreover, as other countries have found, it is extremely
difficult, if not impossible, to apply such a scheme universally, particularly to
he self-employed group, including the large part of the population which gains
its li&lihood from farming.

‘ 34. Consequently, even under an insurance system universal in scope,
there would still be need for old age assistance on a large scale for many
vears; and to the extent that such an insurance system did not cover such
groups as the self-employed, the problem of old age assistance would persist
indefinitely. This fact is clearly brought out in the experience of all countries
where an old age insurance program has been in effect. |

35. Some of the weaknesses of the insurance approach an(mm‘
need for old age assistance could be minimized by combining old age insur-
ance with a universal minimum benefit financed out of general taxes. But to
the extent that this minimum benefit approaches adequacy and is paid without
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regard to a record of prior contributions, it weakens the link between the
individual’s contribution and benefit which is the essential strength of the
insurance system itself.

36. The insurance system also involves the setting up of a reserve fund,
out of which benefits are ultimately to be paid, and the recording of premiums
throughout the working life of each of the insured.

37. These administrative difficulties and inherent weaknesses of the insur-
ance approach from the viewpoint of providing adequate old age security for
the population as a whole must be weighed against the psychological values of
such a scheme.

-

UNIVERSAL PAv-As-You-Go SysSTEM

38. The universal pay-as-you-go system of old age security is designed
to avoid the chief weaknesses of the insurance approach by assuring benefits
to the entire population in the eligible age group. It does not attempt to relate
the benefit which an individual receives or the amount of that benefit to the
individual record of contributions. Under a universal pay-as-you-go system
it is still necessary to face up to the total costs involved and to collect from
those who will ultimately benefit a portion of their earnings in order to meet
the cost of paying pensions to those who are now eligible. By ‘this device of
pay-as-you-go, the necessity for the accumulation of a reserve fund can be
avoided, and it becomes unnecessary to keep records of the amount or number
of individual contributions.

39. There is, the Committee recognizes, in the universal pay-as-you-go
system, some loss of the psychological values inherent in the insurance approach,
arising out of the fact that no direct relationship exists between the record of
prior contributions and the right to benefit. For this reason it is important that
any universal pay-as-you-go system should be solidly based on a revenue system
that involves direct contributions for old age security purposes from the largest
possible number of citizens.

" 40. The universal pay-as-you-go system 1is, of course, costly by its very
nature. Benefit payments cannot be limited to that section of the population
which can prove need, as in the case of old age assistance, or to those who have
previously made the required number of contributions, as in the insurance
approach. Considerations such as these have made it necessary for countries
such as New Zealand and Sweden to set the rate of their present universal
benefits substantially below minimum subsistence levels. Such considerations
have also led the Committee, after close study of the financial implications,
to the view that benefit rates under any universal system that may be
considered should not be set so high as to make the over-all cost too burdensome.

41. This argument has added foree for a country of such wide expanses and
diversified conditions as Canada. And flat rate benefit for a married couple
which would be reasonably adequate in an urban area where living costs are
high would almost certainly place beneficiaries in the low-income areas of many
of the provinces on a level of living superior to that prevailing in the locality as
a whole. . It is considered, therefore, that the rate of benefit paid should be set
at such a level as to avoid so far as possible the social inequities of a situation
in which the retired beneficiary group might find themselves in more favourable
economic circumstances than those not yet retired who are still actually engaged
in productive employment.

42. At the same time, care should also be taken not to diminish the area of
incentive for private savings or for supplementary provision of old age security
through employee pension schemes or individual purchase of annuities!’ ;
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COMMITTEE’S OPINION

43. The Committee found some advantages in each of the three systems
which it studied. On balance, however, the opinion of the Committee with
respect to the population presently of pensxonable age (70 and over) is that the
universal pay-us-you-go system is most suitable to Canadian circumstances.
It can be assumed that the great proportion of the individuals in this age group
have retired from active employment, and it is a fact that nearly one-half are
now in receipt of old age assistance. By VAL po Ao

44. The Committee further believes that such a program can be financed
and administered satisfactorily only by the federal government. Only the |
federal authority can establish a sufficiently broad base of contributions to |
make such a program possible, and only the federal authority can ensure that
an individual will receive the benefit to which he has contributed, regardless of |
whether he moves from one province to another. !

45. The Committee has not felt, however, that it would be discharging
properly its duties if it were to deal solely with the group presently of pension-
able age and overlook the needs of a significant section of the population in the
younger age group 65 to 69, many of whom, while younger in years, are no
longer able to carry on without assistance,

46. Application of the universal pay-as-you-go system to this younger agh
group would increase substantially the over-all cost. The difference between |
the cost of a universal pay-as-you-go pension of $40 a month at age 70 $(324 |
million) and a universal pay-as-you-go pension of $40 a month at age 65 $528 ’
million) amounts to $204 million. A

47. Tt may be doubted whether, in terms of priorities, the diversion of
such a large extra amount of the national income to this particular group can
be justified, particularly when such a large proportion of the people in this age
group are still actively engaged in productive employment and self-supporting.
There is an advantage in universality when the large majority of the age
group concerned is retired. That advantage does not obtain to the same extent
when the majority of the age group concerned is still active and self-supporting.

48. These considerations have led the Committee to the view that any
program of old age security to be applied to persons in the age group 65 to 69
should involve some principle of selectivity, and this, in the Committee’s judg-
ment, involves the application of a suitable test of eligibility, designed to
ensure assistance to persons in this age group most in need of it.

49. As already pointed out in Chapter II of this report it may be argued
thet such a test serves the double purpose of keeping costs within reasonable
limits, and of encouraging the largest possible number of individuals 65 to 69
to continue in gainful employment. This latter consideration is of particular
importance when it is realized that, with increasing longevity, the numbers of
persons reaching 65 may be oxnccted to increase substantially in future years,
As already indicated. the population 65 and over will be 1,101,400 in 1951,
and this number will rige. at a greater rate than the increase in our total ]Y‘Y)Ulq-
tion, to 1.372.500 in 1261 and to 1.630,000 in 1271. If universal benefits of $40
ner month were to be provided to all persons in this age group, the cost would
rise from $528,672,000 in 1951 to $658,800,000 in 1961, to $782,400,000 in 1971.

50. The Committee is not persuaded that the people of Canada would,
at this juncture, be prepared to divert such a substantial proportion of the total
national income to,old age security purposes, particularly when, as the evidence
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demonstrates, there are other priorities of unmet need, and other responsibilities,
the magnitude of which is as yet unknown, which may fall upon the shoulders
of the Canadian people in the field of national security.

51. All things considered, therefore, the Committee is of the opinion that
. Jthe most suitable old age security plan for Canada under present circumstances
Jconsists of a two-fold program, as follows:

(a unjversal pay-as-you-go program applicable to all persons 70 years

f age and over, based on the contributory principle and administered
y the federal government. The benefit should be a flat, uniform
mount of $40 a month for all eligible persons, and eligibility should
e based solely on age and a suitable residence qualification.

(b) For the age group 65 and over not eligible for the universal benefit,
old age assistance at the rate of $40 a month should be available,
subject to an eligibility test in some respects similar to that which
exists under the present old age assistance program, but modified to
take account of the different characteristics of the age group to which
this test is to apply, and adjusted in such a way as to recognize to
a greater extent than at present the desirability of encouraging reci-
pients to earn supplemental income.

52. One important result of lowering the age of eligibility on a selective
basis to 65 would be to make provision for a substantial number of persons
presently in need because of premature ageing or of invalidity. To the extent
that the age of eligibility under old age assistance is lowered to 65 it can be
considered as making a significant contribution to the security needs of the
disabled members of the population in the upper age groups.

53. Because a program of the assistance type requires individualized treat-
ment, it is important that it should continue to be administered by the provinces.
In order, however, to limit the financial burden on the provinces, the Committee
believes that the provincial share of such a program should be somewhat less
than the cost to which they are committed under present legislation. This
objective, according to the Committee’s estimates, would be achieved if the
federal government were prepared to share the cost of the assistance program
on a fifty-fifty basis.

54. The two-fold program here set forth would accomplish the two main
objectives of abolition of the means test from the present federal-provincial
old age assistance program and of lowering the age of eligibility for old age
assistance to 65 years. The main body of evidence placed before the Com-
mittee gave the highest priority, in that order, to the attainment of these ends.

CosTt

55. The Committee recognizes that this is an expensive program—a
program which overnight would increase three-fold the combined expe{ldlture
of federal and provincial governments under the present old age assistance

scheme.

56. An expenditure amounting to $388 million (estimated) in the year
1951 for the program outlined above is not one which any group of responsible
legislators would favour if they had any fears that the cost would be more
than the people of Canada were able or willing to pay, or if they were not
deeply convinced that the Canadian people are firm in their desire to achieve
for our aged people the ends of social justice. Such a program would indeed
place Canada without question in the forefront of the nations of the world in

respect to old age security.
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~ 57. A $40 universal benefit at age 70 is equivalent to an estate, valued on
an annuity basis, of $4,680 for males aged 70, $5,500 for females aged 70,
and $10,190 for a married couple of eligible age. This takes no account of the
value of old age assistance payments to persons in the age group 65 to 69.

58. Looking at such benefits from an economic point of view, it may be
assumed that most of them will be spent on the basic necessities of life—
food, clothing, shelter and medical attention. Like family allowances, the
program here contemplated would tend to stabilize consumer purchasing power
and employment, particularly in less favourable economic periods. )

59. The Committee has carefully considered the argument that such a
universal system for persons 70 and over is economically wasteful in that it
provides the same benefit to rich and poor alike regardless of their need. It
is true, of course, that, under any system which abolishes the means test for
the group presently of pensionable age, benefits will be paid to some persons
who do not “need” ‘them on any test of personal need. But it must be
remembered that to the extent that the universal pay-as-you-go system is
based on individual contributions, individuals in the upper income groups
would, through their personal contributions, have bought and paid for their
own retirement security, as well as making a substantial contribution towards
the cost of retirement securitv for others. In view of these facts, the Com-
mittee does not consider that it would be equitable to impose a “means test
in reverse” and wholly denv retirement benefits to those individuals who
have actually made the largest direct contributions to the revenues from which
the universal benefits will be paid.

60. A certain amount of the benefits paid to persons in the upper income
levels will he recovered through the normal operation of the income tax, if
benefits are considered as taxable income. Furthermore, if the special income
tax exemption of $500 presently applicable to persons 65 and over were to
be withdrawn from persons receiving the universal benefit. an additional amount
of the order of $6 million would be recovered. The Committee has not con-
sidered it necessary to deal with this problem beyond pointing out that any
adjustments which may be considered necessary or desirable can be made, as
in the case of family allowances, through alteration of prevailing income
tax exemptions.

DistriBUTION OF COST

61. The introduction of a universal pension of $40 a month at age 70 would
relieve the provinces of the cost which they are now bearing under the federal-
provincial program of old age assistance. This would enable the provinces to
share in the cost of old age assistance to those over age 65 who will not be
eligible for the universal pension.

62. The information placed before the Committee indicates that the total
cost of old age assistance to those found eligible over age 65 would not exceed
$64 million at the present time under an eligibility test similar to that which
now exists under the old age assistance program. If, therefore, one-half of
the cost of the assistance program were to be paid by the federal government,
the provinces would be left to pay about $32 million, or slightly less than
the cost that they now bear under the joint program of assistance at age 70.
It should also be kept in mind that the provinees would, in addition, be relieved
of certain expenditures which they are presently making, together with the
municipalities, in respect to public assistance and institutional care for groups
65 years of age and over.
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63. On the basis of these estimates, the total cost of the.federal share
of the combined program of universal pensions and old age assistance would
be as follows:

(@) Universal pensions at age 70.............. $324,000,000
(b) Federal share of old age assistance at age 65. 32,000,000
- $356,000,000

At the present time the federal share of the old age assistance program for
those 70 and over is about $100 million. In addition, certain other costs,
such as war veterans allowances for those 70 and over and assistance to aged
Indians, amounting to about $6 million, would be absorbed into the total
program as envisaged. The net additional funds required to finance the federal
share of the program would therefore be of the order of $250 million.

MersHODS OF FINANCING

64. The Committee is in favour of the contributory prineiple, not only
because of the importance of this in raising total moneys required, but also
because of the importance of establishing a close association in the mind of the
individual between his contribution to the cost and the ultimate benefit he is to
receive.

65. In considering how the cost could best be distributed fairly over the
whole population, the Committee paid particular attention to the estimates
given in Chapter VI of the theoretical yields of various tax and contribution
rates. In reviewing the methods of raising the necessary revenues, the Com-
mittee sought to find some system of contributions which was at once practical
and which achieved the objective of requiring a direct and conscious payment
by the largest possible number of those who will benefit from the program.

66. A three-way basis of sharing the cost, involving contributions from
individuals, from employers and from the general revenues of the country, was
considered as a possible method of raising the revenue necessary to meet the
federal share of the program. This is, of course, only one possibility among
many; it is put forward as an idea worthy of consideration rather than as the
final view of the Committee.

(1) Under such a tripartite arrangement, each individual would be
required so far as possible to make a direct contribution out of his individual
income or earnings. If the ideal of universal contributions is to be ap-
proached, if not fully attained, it would be necessary to require contribu-
tions from individuals who are now exempt from the payment of income
tax. There would, of course, inevitably be some individuals with incomes
so low in relation to their personal and family responsibilities that they
could not be expected to bear their share. Such individuals would clearly
have to be excluded from the reouirement to make contributions.

(2) A tripartite arrangement such as the Committee considered would
also provide for the direct participation of employers in sharing the cost of
pensions for their own employees. No new principle would he involved
here, since a precedent has already been set for employer participation in
existing unemployment insurance legislation.

(3) Finally, since expenditures which are now being made out of the
Consolidated Revenue Fund would be absorbed into the program here set
forth, the federal government would be expected to become a partner in
such a tripartite scheme to the extent of contributing to the total cost of
the program an amount not less than that which is now being paid out of
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general revenues under the various assistance programs. If an allocation
of the cost along these lines were to be considered, the federal contribution
might be regarded as being roughly equivalent to the cost of providing
benefits to those individuals and families in the lowest income groups from
whom no direct individual contribution could reasonably be expected.

(4) On the assumption set forth in (3) above, that the contribution
from general revenues should approximate present costs, it would follow
that the additional amount of $250 million required to implement the over-all
program would have to be obtained from employer and individual con-
tributions. The various rates of contribution that might be required to raise
such a sum can be found in Chapter VI. :

67. The Committee, however, did not consider that it was part of its
responsibility to- do more than indicate possible forms of contribution. The
raising of revenues is a technical problem which bears a close relation to fiscal
policy in general, and the Committee did not feel that it should suggest more
than the main outlines and principles to be followed.

RESIDENCE REQUIREMENT

68. The establishment of an old age security system such as that which is
here set forth would, as already stated, place residents of Canada in a favoured
position compared to the residents of other countries. Such a system, more-
over, does not contemplate the limitation of eligibility for benefit to those who
are citizens of Canada nor to those who can demonstrate that they have estab-
lished an individual record of contributions during their working years.

69. In order to qualify for the universal pension at 70 years of age, an
individual should have to reside for a reasonable period of time in Canada
during his earning years and be liable during these years to make his required
contribution to the old age security program. In the Committee’s view, it is
not unreasonable to suggest that for the universal pension program a residence
requirement of twenty years should be established similar to that which exists
now under the present federal-provincial old age assistance program.

70. With respect to an old age assistance program for persons 65 years of
age and over on the basis of an eligibility test, it is the Committee’s view that
a requirement of fifteen years’ residence should be considered.

CONSTITUTIONAL ASPECTS 7

71. It would appear from the opinion expressed to the Committee by
the Deputy Minister of Justice, that a contributory scheme of old age
sec r to unemployment insurance could not be instituted without
an_amendment fo the constitution, and an amendment might be necessary to
give Parliament authority to impose a social security tax “‘earmarked” for the
payment of old age pensions.

72. If anv change in the constitution is necessary, consideration might be
gi.ven by the federal and provincial governments to an amendment which would
give concurrent jurisdiction to Parliament and the Provincial Legislatures in
the field of old age security, since the participation of both is obviously neces-
sary to a satisfactory old age security program.

73. Moreover, in order to implement an over-all old age security program
of the type set forth in this report, it must be recognized that the consent of
the provincial governments would have to be obtained to the termination of the
present arrangements under the existing Old Age Pensions Act which hind the
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No. 88

VOTES AND PROCEEDINGS

OF THE

HOUSE OF COMMONS
OF CANADA

OTTAWA, WEDNESDAY, 28tH JUNE, 1950

11.00 o’clock a.m.
PRAYERS.

Mr. Lesage, from the Joint Committee of the Senate and House of
Commons on Old Age Security, presented the Second and Final Report of the
said Committee, which is as follows:—

On the 30th of March, 1950, the House of Commons passed the following
Resolution:

Resolved, That a joint committee of both Houses of Parliament
be appointed to examine and study the operation and effects of exist-
ing legislation of the Parliament of Canada and of the several pro-
vincial legislatures with respect to old age security; similar legisla-
tion in other countries; possible alternative measures of old age
security for Canada, with or without a means test for beneficiaries,
including plans based on contributory insurance principles; the prob-
able cost thereof and possible methods of providing therefor; the consti-
tutional and financial adjustments, if any, required for the effective
operations of such plans, and other related matters:

That 28 Members of the House of Commons, to be designated by
the House at a later date, be members of the joint committee on the
part of this House, and that Standing Order 65 of the House of Commons
be suspended in relation thereto;

That the committee have power to appoint, from among its mem-
bers, such sub-committees as may be deemed advisable or necessary;
to call for persons, papers and records; to sit while the House is sitting,
and to report from time to time;

That the committee have power to print such papers and evidence
from day to day as may be ordered by the committee for the use of

V 88—1
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the committee and of Parliament, and that Standing Order 64 of the
House of Commons be suspended in relation thereto;

And that a Message be sent to the Senate requesting that House to
unite with this House for the above purpose and to select, if the
Senate deems advisable, some of its members to act on the proposed
joint committee.

By order of the House of the same date, the following members were

appointed to act on the Committee on behalf of the House of Commons:

Messrs. Ashbourne, Benidickson, Beyerstein, Blair, Brooks, Brown
(Essex West), Corry, Coté (Verdun-La Salle), Courtemanche, Croll,
Diefenbaker, Ferrie, Fleming, Gingues, Homuth, Knowles, Laing, Lesage,
Maclnnis, Macnaughton, Picard, Pinard, Richard (Gloucester),
Robertson, Shaw, Smith (Queens-Shelburne), Weaver and Welbourn.

On the 31st of March, 1950, the following Resolution was adopted in the

Senate:

That the Senate do unite with the House of Commons in the
appointment of a Joint Committee of both Houses of Parliament to
examine and study the operation and effects of existing legislation of
the Parliament of Canada and of the several provincial legislatures
with respect to old age security; similar legislation in other countries;
possible alternative measures of old age security for Canada, with or
without a means test for beneficiaries, including plans based on con-
tributory insurance principles; the probable cost thereof and possible
methods of providing therefor; the constitutional and financial adjust-
ments, if any, required for the effective operations of such plans, and
other related matters.

That the following Senators be appointed to act on behalf of the
Senate on the said Joint Committee, namely, the Honourable Senators
Burke, Doone, Fallis, Farquhar, Ferland, Horner, Hurtubise, King,
Leger, Moraud, Stevenson, and Vaillancourt.

That the Committee have power to appoint, from among its mem-
bers such sub-committees as may be deemed advisable or necessary;
to send for persons, papers and records; to sit during sittings and adjourn-
ments of the Senate, and to report from time to time.

That the Committee have power to print such papers and evidence
from day to day as it may order for the use of the Committee and of
Parliament, and that Rule 100 of the Senate be suspended in relation
thereto.

That ‘'a Message be sent to the House of Commons to inform that
House accordingly.

The original membership of the Committee was changed on April 19th

by the substitution of Mr. C. A. D. Cannon, M.P., for Mr. M. Gingues, M. P,
and on April 27th, by substituting the Honourable Senator J. G. Fogo for the
Honourable Senator J. J. Stevenson, and on May 25th by substituting Mr. J.
W. Noseworthy, M.P., for Mr. A. MacInnis, M.P.

With the death of the Honourable Senator Antoine J. Leger on April 7,

the Committee suffered the loss of a distinguished and experienced colleague
who would have rendered valuable assistance had he been spared to participate
in its enquiries and deliberations.

g
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On April 4 the Committee adopted the recommendations of its Steering
Committee with respect to procedure and agenda for future meetings. Due to
the impending Easter recess of Parliament, the Committee then adjourned
until April 18, from which date its enquiries continued without relaxation until
June 2, when it held its last public hearing. Thereafter, it sat almost daily until
June 23 while drawing up its report.

In the course of its deliberations the Committee received assistance from a
number of officials of the Department of National Health and Welfare. The
Deputy Minister of National Welfare acted as a technical adviser to the Com-
mittee and gave evidence on the old age pension program in Canada and the
provisions for old age income security in other countries. He was assisted by
the Director of Old Age Pensions, and by the Director of Research who also
acted as the research adviser to the Committee. The Research Division of the
Department submitted documentation on legislation in other countries, provided
research assistance to the Committee during its hearings and under the direction
of the Committee prepared a draft summary of the evidence for the factual part
of the Committee’s report. The Departmental Secretary and her staff carried
out a number of secretarial duties for the Committee.

Assistance was also received from the Departments of Finance, Labour,
Justice and Veterans Affairs. The Director of the Economic Policy Division,
Department of Finance, gave testimony and provided technical assistance on
financial matters. Briefs and testimony were presented by the Parliamentary
Assistant of the Department of Veterans Affairs, the Chairman of the War
Veterans Allowances Board, the Deputy Minister of Labour and the Deputy
Minister of Justice. The valuable assistance of the Clerk of the Committee and
his staff greatly facilitated the work of the Committee.

The Committee reports that it gave careful study to the operation and
effects of the existing old age pension program in Canada and reviewed the
present provisions for old age income security in Australia, New Zealand, Den-
mark, Sweden, the United States, Great Britain, France and Switzerland.

In considering possible alternative measures for old age security in Canada,
the Committee gave special attention to representations received from provineial
governments, from representatives of agricultural, labour, business and welfare
organizations and from a number of well-known authorities in various aspects
of social security.

The Committee reviewed financial and constitutional aspects of old age
security and studied the relationship of old age security to other federal pro-
grams, such as war veterans allowances, unemployment insurance, government
annuities, and the housing program under the National Housing Act.

In addition to the oral evidence, written submissions which were received
from seven provinces and from twenty -two associations or individuals are
incorporated in the Committee’s printed record of proceedings and evidence,
amounting to over 1,300 pages. Hundreds of other representations were received
in informal letters. In all, the Committee held fifty-two sittings: thirty-eight
for public hearings and fourteen in private sessions.

A copy of the Committee’s minutes of Proceedings and Evidence is tabled
herewith.

(For Minutes of Proceedings, Evidence, etc., accompanying said Report, see
Appendix to the Journals, No. 18)

V 88—1%
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CHAPTER I

OLD AGE SECURITY IN CANADA

1. THE OLD AGE PENSION PROGRAM

The question of old age pensions first began to attract considerable attention
in the House of Commons during the session of 1906-07. The first legislative
action of the Canadian Parliament in this field was passage of the Government
Annuities Act in 1908. There followed a series of committees which studied
the problems of the aged. In 1924 a special committee of the House recommended
that an old age pension system be established for indigent persons aged 70 and
over; that the pensions be payable to British subjects of at least 20 years’
residence; that the maximum rate be $20 a month and that one-half the cost be
borne by the federal government. These resolutions were submitted to the
provincial governments in 1925, and were then embodied in a federal bill which
was introduced and passed by the House in 1926, but was rejected by the Senate.
In 1927 the same bill was re-introduced and was passed by both the House and
Senate.

The 1927 Old Age Pensions Act

The Act offered federal grants-in-aid to any provinece which would pass
enabling legislation and sign an agreement with the federal government for the
payment of old age pensions. Under such an agreement, administration, includ-
ing payment of the pension itself, was left in the hands of the provineial govern-
ment,

The Act authorized the federal government to reimburse the province for
50 per cent of a pension paid to any British subject 70 years of age or over who
had resided in Canada for 20 years, and in the province in which application was
made for five years; was not an Indian as defined by the Indian Act; was not in
receipt of an annual income of as much as $365; and had not made a voluntary
assignment or transfer of property for the purpose of qualifying for pension.
The maximum pension payable was $240 annually, which was reduced by the
amount of other income in excess of $125 annually. The Act authorized the
Governor-in-Counecil to provide by regulation for certain administrative pro-
cedures, and to establish an interprovineial board to interpret and recommend
alterations in the regulations. ;

Changes in the Act and Regulations

The legislation of 1927 remains as the principal basis of the present old
age pensions legislation in Canada, but numerous changes in the Act and regula-
tions have been made in the intervening years. Changes in the federal act
can be made effective within a province only through new agreements signed
by the provincial government. An existing agreement can be terminated by a
province at any time through repeal of its enabling legislation, but cannot be
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terminated unilaterally by the federal government without ten years’ notice.l
Changes in federal regulations, based upon decisions reached in meetings of the
Interprovincial Old Age Pensions Board, are not effective in any province unless
they are first specifically approved by provincial order in council. Thus, at
every stage, the provinces are protected from unilateral action by the federal
government, and the principle of mutual consent applies throughout.

Development of the Program Since 1927

The province of British Columbia was the first to pass enabling legislation.
Pensions have been payable in the provinces and territories since the following
dates:

British Columbia, September, 1927;
. Saskatchewan, May, 1928;
Manitoba, September, 1928;
Northwest Territories, January, 1929;
Alberta, August, 1929;
~ Ontario, November, 1929;
Prince Edward Island, July, 1933;
Nova Scotia, March, 1934;
New Brunswick, July, 1936;
Quebec, August, 1936;
Yukon, April, 1949;
Newfoundland, April, 1949;

In 1931 the Old Age Pensions Act was amended to increase the federal
share of pension payments from 50 per cent to 75 per cent. This action eased the
financial burden on the provinces and, during the depression period, was helpful
in facilitating the entry of some provinces into the program. Under the 1947
amendments, the provincial residence requirement was eliminated.

The maximum annual pension for a single person, which was set at $240 in
1927, was increased to $300 in 1943, to $360 in 1947, and to $480 in 1949.
Maximum allowable income (including pension) for a single person was increased
from $365 in 1927, to $425 in 1944, and to $600 in 1947. While the maximum
annual pension in 1949 is double that provided in 1927, the allowable income,
excluding pension, has decreased slightly. Evidence was presented to the
Committee showing that the several upward adjustments of the pension rate
have kept pace with the general rise in prices over the period.

Pensions to blind persons aged 40 and over were provided under the Old
Age Pensions Act by an amendment in 1937; in 1947 the eligible age was
reduced to 21 years.

Since 1936 there has been a twofold increase in the number of pensioners
and a fourfold increase in cost. In March, 1950, there were about 282,500
persons?! receiving old age pensions, representing about 43 per cent of all persons
aged 70 and over. For the fiscal year ending March 31, 1950, the federal share
of pension costs is estimated at $90 million, and the provincial share at $30
million.2 Table I shows the increase in the number of pensioners and in the
amount of federal and provinecial expenditures, from the fiscal year ending
March 31, 1937, the year in which the program first became effective in all
provinces except Newfoundland and Yukon, up to' March 31, 1950.

1 Section 4 of the Old Age Pensions Act reads as follows: Every agreement made pursuant
to this Act shall continue in force so long as the provincial statute remains in operation or
until after the expiration of ten years from the date upon which notice of an intention to
determine the agreement is given by the Governor General to the Lieutenant-Governor of the
province with which the same was made.

2The figures of cost and case load given here exclude the blind.
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TABLE I

NUMBER OF PENSIONERS, AND FEDERAL AND PROVINCIAL EXPENDITURES,
1936-37 TO 1949-50

Number . Expenditures
Year ended March 31 of
Pensioners Federal Provineial
($ million) ($ million)
146,524 21-1 § 7-0
175,673 28-5 9:5
181,514 28-3 9-4
186,035 29-1 9.7
185,946 28-9 9-6
185,922 28-5 9-5
183,601 28-9 9-6
181,384 32-2 10-7
187,512 39-5 13.2
196,941 41-3 13-8
209,029 43-8 14-6
229,158 57-0 19-0
251,865 64-2 21-4
282,584 89-7 29-9

Provincial Supplementation and Health Services

Since 1942, certain provinces have paid supplementary allowances to the
recipients of old age pensions; some of these allowances were discontinued as
the maximum pension available under the federal Act was increased. At
present, supplementary allowances are provided by three provinces: $10 a
month by British Columbia and Alberta, and up to $2.50 a month by Saskat-
chewan. A supplementary allowance of $10 monthly is also paid in the Yukon.

Hospital and medical ‘care and allied health services have been made
available to old age pensioners in some provinces. Medical services are provided
without cost to pensioners in Alberta, British Columbia, Nova Scotia, Ontario,
and Saskatchewan, but there is considerable variation between provinces in the
extent of care provided. In Manitoba, a municipality may provide medical
care for pensioners and claim partial reimbursement from the province. Hospital
services are provided without cost to pensioners in Alberta, British Columbia
and Saskatchewan. In cottage hospital areas in Newfoundland, a prepaid
hospital and medical care scheme is available; elsewhere in Newfoundland and
in other provinces, pensioners may receive the hospital and medical care
ordinarily available for persons unable to pay.

Operation of the Program

Administrative responsibility for the old age pensions program is vested in
the province, where a Board or Commission acts as the pension authority.
Federal aspects are administered by the Old Age Pensions Division of the
Department of National Health and Welfare.

The federal authority examines each case individually as a part of its audit
procedure, in order to ensure that pension payments are being made in accord-
ance with the federal-provincial agreement. Beyond this function, federal
jurisdiction in the operation of the program is limited. For example, the
federal authority may not order the payment or increase of a pension not
authorized by the province; however, it may refuse to reimburse a province for
individual pension claims that do not meet federal legislative requirements.
The federal authority does not deal with those applications which have been
rejected by the provinces and, although it may bring complaints on individual
cases to the attention of the provincial pension authorities, the power to take
remedial action in any individual case rests entirely with the province.
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General principles concerning methods of ecalculating income for pension
~ purposes are written into the federal Act and regulations. Current income, with
- certain specific exceptions, is assessed at its actual value, as determined by the
- provincial pension authority. Real property is assessed by the provincial
authorities in accordance with general principles laid down in the federal
- regulations. : ¢ -

The value of accumulated personal property of the pensioner must be

. calculated, on the basis of Canadian government annuity rates, as though
| invested in a government annuity at age 70. The calculation is made at the
time of application, and the resultant amount continues to be calculated as part
- of the annual income, no matter what disposition of liquid assets is subse-
- quently made. If, however, personal property is used for the payment of medical,
. nursing or hospital accounts, or for living expenses of the pensioner while not
~ in receipt of pension, the annuity value may be recalculated. While the annuity
calculation is a federal requirement, and is uniform for all provinces, some
variation among individual cases has resulted from the 1948 increase in
annuity rates. The new provisions are more favourable to old age pensioners,
but only those pensions which have been awarded or revised since 1948 are
. calculated on the basis of the new rates.

! The detailed administration of the means test is left to the provinces., The
. pensioner must make an annual statement of income to the provincial pension
[ authority, which reviews each pension once a year. The considerable variation
in the application of the means test in the various provinces is illustrated below.

(1) Income from real property. The federal regulations require that the
provincial pension authorities shall consider as income an amount
equal to the fair rental value of the property, from which expenses
may, however, be deducted. British Columbia, Manitoba and Alberta
take 5 per cent of the assessed value of the property, less encumbrances.
Quebec follows the same procedure for property where the equity is
less than $3,000, but employs graded rates if the equity is over $3,000.
Ontario takes 4 per cent of the assessed value, whether encumbered
or not. Nova Scotia and Newfoundland take a flat amount of $60 a
year for a single pensioner and $120 for a married couple. Saskat-
chewan uses a graded scale, running from $60, where the equity in
property is less than $1,000, to $180 where the equity is $3,000 or more.
These variations in assessing fair rental value should however be
considered in the light of different levels of property values and assess-
ments in various provinces.

(ii) Free board and lodging. In determining the amount of pension, each
provincial pension authority is required by federal regulations to
take into account, with certain stated exceptions, the value of all
income received by the applicant whether in cash or in kind. Where
a single pensioner receives free board and lodging, his annual allow-
able income including pension is reduced by $125 in Manitoba, $180
in Alberta, British Columbia and Saskatchewan, $200 in Prince
Edward Island, $210 or less in Nova Scotia, $210 in New Brunswick,
$240 in Newfoundland, $300 in Ontario, $330 in Quebec and $360 in the
Yukon. In general, the amounts, which are set in each case by the
provincial pension authority, appear to be below the actual current
values of board and lodging. :

(iii) Boarding house operations. The calculation of income derived from
board and lodging paid to a pensioner as the operator of a boarding
or rooming house varies from province to province. When adult
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sons and daughters live with their aged parents, and contribute from

their wages to the cost of food and household maintenance, the prov-
inces calculate in different ways the effect of these factors on the
allowable income of a pensioner.

(iv) Base year. When selecting a base year to be used in calculating
allowable income, some provinces choose the calendar year; others
choose a base year which commences with the month in which pension
is first received. If a pensioner becomes employed, and goes off pen-
sion temporarily, some provinces deduct income earned during this
period from total allowable income, calculated according to the base
year chosen. Other provinces, however, disregard income during a
period of temporary employment, and create a new base year starting
from the month when the person returns to the pension rolls.

(v) Recoveries from estates. Although each provincial pension authority
is required to make recoveries from the estates of deceased pensioners,
the federal act provides that claim must be waived where the estate
passes to another pensioner, or to a person who has made a “reason-
able” contribution to the support of the pensioner. Also, at the

discretion of the province, claims against the first $2,000 of any

estate may be waived, a procedure which most of the provinces have
followed. Despite widespread fears and misconceptions on the part of
pensioners and applicants, the number of claims actually lodged and
the amounts recovered are very small. For the fiscal year 1949-50
the amount was one-half of one per cent of all pension payments.
In Quebec, Manitoba, Saskatchewan and Prince Edward Island, the
province secures its claim by placing liens on the real property of
pensioners, as a means of preventing an estate from passing entirely
to a person who has not contributed in any way to the support of
the pensioner. In the other provinces, the practice of placing liens
on real property has been discontinued.

For Canada as a whole, the proportion of persons aged 70 and over who
are receiving pensions has remained substantially the same, except for a drop
during the war, since the early years of the program. In Ontario and the three
Prairie Provinces, the proportions were lower in 1949 than in 1938.

In the last few years trends have shown considerable regional variation.
The proportion of persons aged 70 and over and in receipt of pension has
remained fairly constant in the Prairie Provinces where the level of economic
conditions, and especially of farm revenue, has been maintained since the war.
In the Maritime Provinces, on the other hand, economic conditions have been
less favourable, and the proportion of pensioners has risen.

At the present time there is wide variation between different provinces in
the extent of participation in the program. In March, 1950, 76-3 per cent
of persons 70 years of age and over in Newfoundland were receiving full or
partial pensions, as contrasted to only 34-1 per cent in Ontario. Table I.I
below shows this variation and indicates that the proportion of pensioners is
highest in Newfoundland, with New Brunswick, Nova Scotia, Quebec and
Prince Edward Island, following in the order named. It is of interest to note
that the provinces with the lowest per capita personal income are those with
highest percentage participation. Also, in the two provinces, Ontario and
British Columbia, where the proportion of persons 70 and over receiving pension
is lowest, the per capita personal income is highest. In general, therefore, it would
appear that under present legislation the burden of old age pension costs in
Canada falls most heavily on those provinces least able to support it.

.

5
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Except for the Northwest Territories and the Yukon, where there are very
few pensioners, and Newfoundland where the maximum pension of $30 per
month! was lower than in the rest of Canada, the average pension in March 1950
varied from $34.36 in Prince Edward Island to $38.44 in Manitoba. Although
this is a comparatively narrow range, it may be significant that the average
pension payable in the Maritime Provinces is lower than in the rest of Canada.
Other things being equal, it might be expected that in those provinces with
higher per capita personal income, the average pension payable, as well as the
percentage of pensioners receiving the maximum, would be lower than in those
provinces where economic conditions are less favourable. However, since it
appears from Table IT that the reverse is the case, it seems difficult to escape the
conclusion that the main reason for the small proportion of pensioners receiving
the maximum in certain provinces is attributable to differences in the manner
in which the pension authorities apply the means testing procedures.

TABLE II
NuMmBer or PENSIONERS, AVERAGE MoNTHLY PENsiON, PEr CeEnNT RECEIVING MAXiMUM PENSION,

Per CenT oF PoruraTioN AGE 70 AND OVER IN RECEPT OF PENSION, MARCH, 1950, AND/PERSONAL
IncomE PER Carrra 1948, BY PROVINCE

Average Per cent Per cent v
Number Monthly Receiving Population Personal
of Pension Maxi- Age 70 and | Income per
Province Pensioners March 1950 . mum Over on Capita,
March 1950 (Maximum Pension Pension 19482
$40 March 1950t

Newfoundland................ 10,296 $29-473 94.43 B et SR L B
Prince Edward Island......... 2,976 34-36 35-5 45-1 $548
DOVA BOOLIA. 7. oie.o oot v sie s g 19,966 35-41 46-5 . 574 682
New Brunswick............... 16,231 36-22 58:3 71-5 636
L0 e M B B R DR 69,017 37-73 82-5 49.3 784
R R B A S 85,100 38-06 777 341 1,075
BERIEODA, Yo o A U e 16,868 38-44 81-1 43-4 946
Saskatchewan................. 16, 566 37-30 53-4 42-0 932
SMADarts: L iN: T bt T e 16,445 37-90 77-9 43-5 998
British Columbia............. 28,988 37-17 69-9 40-0 1,024+
Northwest Territories......... 23 39-71 91-3 12-6 4
AR 7, st e 0 v h a5 s% o wsihod 108 38-65 88-9 32-9 4
ORNADA vsiien's o s ass s 282, 584 37-21 73-7 43-1 922

1 Based on estimated population age 70 and over for June, 1950.2 The latest date for which provincial
data are available; no data for Newfoundland. 3 Maximum pension of $30 payable. 4 Northwest Terri-
tories and Yukon included in data for British Columbia.

The Canadian old age pensions program is characterized by a large measure
of flexibility in the application of the means test. It has been argued that this
flexibility is desirable, because social and economic conditions vary considerably
in different parts of the country. On the other hand, it has been suggested that
there should be greater uniformity in pension procedure, and that the federal
government should provide more leadership in the program, particularly since
it carries the greater part of the financial burden. The grant-in-aid technique
of the present program involves joint federal and provincial responsibility, and

represents a compromise, achieved by mutual consent, between uniformity and
flexibility.

2. OTHER FEDERAL PROVISIONS FOR OLD AGE SECURITY

The Committee heard evidence on other federal government provisions for

old age income maintenance: including war veterans allowances and Canadian
government annuities.

* The maximum pension in Newfoundland was raised to $40 a month, effective April, 1950.
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WAR VETERANS ALLOWANCES

Certain veterans of the two world wars, the South African War and the
North West Field Force are eligible for allowances under the War Veterans
Allowance Act of 1946,1 as amended. Allowances are payable at any age to
veterans who are mcapable of self-maintenance and who are unemployable for
physical or economic reasons, provided that they have served in a theatre of war
or have been awarded a disability pension of five per cent or more. Veterans
who have reached the age of 60 (55 in the case of women) are eligible for allow-
ances without evidence of unemployability. Widows, who have reached the
age of 55, and orphans of eligible veterans may qualify for allowances.

Allowances are payable at the rate of $40.41 a month for a single veteran,
reduced by the amount of other income in excess of $10.42 per month. In the
case of a married veteran, the allowance is payable at the rate of $70.83, reduced
by the amount of other income in excess of $20.83 a month. Thus the maximum
amount of income allowed, including the war veterans allowance, is $50.83 per
month for a single veteran and $91.66 for a married veteran.

Casual earnings are permitted if they do not constitute a regular source of
1ncodme also a recipient may hold an equity of $4,000 in the home in which he
resides

As of January, 1950 there were 26,170 veterans, 6,464 widows, and 73 orphans
in receipt of allowances. Only two per cent of all veterans are receiving allow-
ances but this group includes 25 per cent of all veterans aged 60 and over.

A special assistance fund was established in April, 1949 for particularly
needy veterans. Provided total allowable income from all sources does not
exceed the limit of $50.83, a single veteran may receive a supplementary allow-
ance of up to $10 per month. A married veteran may receive a supplement of
up to $15 per month provided total allowable income from all sources does not
exceed $91.66.

Expenditures on war veterans allowances at present amount to about $22
million a year. It is estimated that the special assistance fund will require an
additional $750,000 annually. The extension of eligibility in 1950 to British and
Allied veterans who have been domiciled 20 years in Canada will increase the
cost by $2,250,000, and bring the total expenditures on war veterans allowances
to approximately $25 million annually.

It is expected that the number of recipients will increase considerably during
the next few years, since the maximum number of veterans of World War I will
reach age 60 during this decade. A peak figure will again be reached in the
1980’s when the majority of veterans of World War II reach the qualifying age.
While the number of potential recipients during this latter period might be three
times as large as in the earlier period, the actual number of recipients will be
influenced by economic conditions. It is also believed that the peak may be
considerably reduced because of the development of rehabilitation services.

CaNADIAN GOVERNMENT ANNUITIES

The Government Annuities Act of 1908 was designed to promote habits of
thrift so that the people might be encouraged and aided to provide for their
old age. The Act, which has remained substantially unchanged since its intro-
duction, provides facilities for the purchase of a Canadian government annuity
by any person domiciled or resident in Canada.

1 Based on the War Veterans Allowance Act of 1930 with amendments.
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y Under the Act two main types of annuity may be purchased. There is
- first, the deferred annuity, purchasable through a series of payments or by a
. single payment, where payment of the annuity does not commence until the
.~ date of maturity. Policies do not lapse through failure to make premium
. payments; payments may be resumed at any time. If the annuitant dies before
~ the date of maturity, the premiums paid, together with interest at 4 per cent,
compounded annually, are returned to the annuitant’s estate. Secondly, there

. are vmmediate annuities, purchasable by a single lump-sum payment, under which

the first payment of annuity commences one month from the date of purchase.
In general, deferred annuities are purchased by younger people in order to make
prov1smn for their old age, while immediate annuities are purchased by older
people in order to convert cash assets into an immediate income for the rest
of their lives.

Of the 293,000 annuities sold since the beginning of the Act, about 258,600
were in force in March 1950. Of the annuities in force, 51,700 were vested, i.e.,
benefit payments had already commenced. The remammg 206 900 were deferred
annuities not yet matured.

Annuities may be purchased on the ordinary life plan (payable as long as
the annuitant lives), the guaranteed life plan (payable for a guaranteed period
of 5, 10, 15 or 20 years, or for life whichever is the longer); or on the last
survivor plan (purchased on the lives of two persons, with benefit payments
continuing in the full amount until the death of the survivor). The maximum
annuity which may be purchased on the life of one person, or on the lives of
two persons jointly, is $1,200. In calculating premiums required for the
purchase of annuities, an interest rate of 3 per cent has been used since 1948;
prior to that, the rate was 4 per cent.

Premium payments may be deposited at any postal money order office or
sent directly to the Annuities Branch of the federal Department of Labour.
Annuity payments are made by cheque from Ottawa. For the fiscal year 1949-
50, premium payments totalled about $63-1 million while benefit payments
came to $23-4 million. '

In addition to the purchase of annuities by individuals, provision is made
in the Act for group annuity contracts with employers for the implementation
of pension plans. Prior to 1940, most annuities were sold to individuals. Since
that date, however, the number of annuities purchased through pension plans
has exceeded the number of personal contracts purchased. As of March 1950,
approximately 122,000 of the deferred annuities in force were under 846 group
contracts and, in addition, 8,000 employees were participating in 300 pension
plans under per\onal contracts. There were thus approximately 130,000 par-
ticipants in pension plans, representing 63 per cent of all deferred annuities. Of
the premium payments of $63-1 million referred to above, $36-5 million were
made under pension plans.

The cost of administering annuities is met from general revenue. The
average annual administrative cost per annuity in force has decreased fairly
steadily, from $8.91 in 1930-31, to $7.16 in 1935-36, to $3.79 in 1940-41 and
to $2.70 in 1949-50.

3. EMPLOYEE PENSION PLANS

Provision for old age income security is made not only through government-
sponsored programs and individual savings, but also through employee pension
plans.
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It is difficult to describe a typical employee pension plan because the
detailed provisions differ widely. A number of major decisions are involved
in the setting up of a plan, which may be administered by an insurance company,
by the Annuities Branch of the federal Department of Labour, or by a Board
of Trustees or otherwise. In defining eligibility, membership in the plan may
be determined by factors such as an age limit, a salary limit, or years of
service.

In setting the pension formula, two major alternatives are involved. The
pension may be an amount based on ﬁxed contributions, payable by the employee
and his employer, or it may be an annuity amounting to a certain percentage
of the employee’s earnings. Particularly during the early years, problems arise -
in the case of older employees who are members of the plan for such a short
period that they can qualify only for a comparatively small pension.

The pension may be paid for life or for a guaranteed minimum period.
Also, in some plans the employee may have the option of including his wife
as a beneficiary by taking a somewhat smaller pension than he could otherwise
receive. Provision is usually made in such plans for those who die while in
the service of the employer or who leave before retirement.

In order to encourage the establishment of employee pension plans, the
federal government has, for many years, allowed income tax exemptions on
certain contributions paid to plans approved by the Pension Fund Division
of the Department of National Revenue. 3

By March, 1950, the Department had approved 4,125 employee pension
plans, covering approximately 627,000 employees. These figures exelude non-
taxable entities, such as the federal government, provincial and municipal gov-
ernments, local undertakings, hospitals, charitable and welfare organizations.

It has been estimated that in the tax year 1948 deductions claimed for
superannuation purposes by individuals amounted to $67-5 million and by
corporations to $65-5 million, a total of $133 million. This represented a tax
concession by the federal government of approximately $33 million.
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CHAPTER II

OLD AGE INCOME SECURITY PROGRAMS IN OTHER COUNTRIES

The Committee studied old age income maintenance programs in the follow-
ing countries: Australia, New Zealand, Denmark, Sweden, the United States,
Great Britain, France and Switzerland. In Section 1, the principal features of
the various schemes in these countries are presented. Section 2 provides a
comparative analysis of the programs in the first six countries listed.

1. PRINCIPAL FEATURES OF PROGRAMS

AUSTRALIA

In Australia, where jurisdiction in the field of old age pensions is specifically
assigned to the Commonwealth government, non-contributory pensions subject
to a means test have been payable since 1908. At present, these ‘“‘age pensions”
are one of a number of income maintenance programs provided under the
Commonwealth Social Services Consolidation Act of 1947.

An act establishing a compulsory health and old age insurance scheme based
on contributions from employers, employees and the Commonwealth treasury
was passed in 1938 but was never proclaimed. Another proposal which has been
discussed in Australia is the progressive elimination of the means test through
five successive steps.

The Age Pension

Age pensions are payable to men aged 65 and over and women aged 60 and
over, subject to a means test and to qualifications of residence, citizenship, and
character. The residence qualification is 20 years, with provision for certain
temporary absences. In 1947, 37-9 per cent of persons in the eligible age group
were receiving age pensions.

The maximum annual age pension of £110/10/—for a single person is reduced
by the amount of outside income over £78 annually, so that total income, includ-
ing benefit, cannot exceed £188/10/—. Where both husband and wife are eligible
for pension they are treated for pension purposes as two single persons, and the
income and property of the couple is assumed to be equally divided between
them.

The means test includes both income and property qualifications. Income
is defined as all moneys and valuable considerations received for the person’s
own use from any source, as well as any periodical payments. It does not
include periodical gifts or allowances from a member of the beneficiary’s family,
payments from trade unions or a friendly society, or social security benefits.

Property subject to the means test includes all real or personal property,
except the value of a permanent home owned by the pensioner or his wife, and
any furniture or personal effects. In addition, certain exemptions are made for
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life insurance policies and annuities. With respect to the remaining property,
the pension is reduced by £1 for every £10 of the value of that property between
£100 and £450, and by £2 for every £10 of the remainder of the value; when the
value exceeds £75O no pension is payable.

On two occasions Australia has provided for the automatic adjustment of
pension rates with changes in a cost of living index but in both cases the provi-
sion was eventually repealed. Some of the reasons given for abandoning the
procedure were: a drop in the index might cause considerable hardship to pen-
sioners because of the low level of the pension; variations in the cost of living
index were not reflected correspondingly in the cost of living of an age pensioner;
changes in a general index might not reflect changes in a particular area; and
the scheme involved considerable administrative work.

Finance

Age pensions are financed, along with thirteen other social security benefits,
by earmarked taxes, through the National Welfare Fund. The Fund derives its
revenues from a social services contribution, and from a pay-roll tax.

The social services contribution for individuals is a graded tax on income;
for private companies, it is equal to the contribution which would have been paid
by the shareholders on undistributed income of the company. The contribution,
which is levied on total income, is paid by all single persons whose incomes are
£105 or more a year, at a rate which rises from 1% per cent to 7% per cent.
Reduction in the amount of contribution because of dependents is effected in
a manner which also produces an automatic raising of the income level at which
payment of the contribution begins. In all cases, the maximum rate of 74 per
cent is reached at or before the level at which income tax is first payable; the
exclusion levels for the social services contribution have always been lower than
for income tax.

The financing of social services in Australia rests on a very broad base. In
1949-50 about 750,000 persons paid both income tax and the social services contri-
bution, while over 2,000,000 paid the social services contribution only. Thus,
over one-third of the total population pays into the National Welfare Fund
through the social services contribution.

Employers are required to deduct both income tax and social services con-
tribution from wages and salaries of employees. Income tax machinery is used
to collect social services levies. No record of contributions is kept for the purpose
of establishing eligibility for, or the amount of, benefit.

The pay-roll tax at the rate of 2% per cent is payable by employers with
payrolls in excess of £1,040 per annum.

The receipts of the Fund have always been larger than its expenditures so
that by June 30, 1950, an estimated balance of £100 million will have been
accumulated. The cost of age pensions for the year 1949-50 was estimated at
£36 million or about 36 per cent of total expenditures on social services. There
has been no contribution from the Commonwealth government, although the
government which was in power at the time the Fund was established stated that
it was prepared to underwrite the Fund when necessary.

It should be noted that both means test and non-means test social services
are financed through a fund which has been built up from earmarked taxes. Thus,
of fourteen programs financed through the National Welfare Fund, twelve are
subject to a means test, and these twelve account for 66 per cent of the total
expenditure of the Fund. Australian policy in this respect differs from that
usually followed in North America, where means test programs have been financed
traditionally out of general revenue, and earmarked taxes have been used to
finance insurance programs.
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Admanastration.

Age pensions are administered federally through the Commonwealth Depart-
ment of Social Services, which has branch offices in the six state capitals, and
regional offices in certain country areas. There is provision in the legislation
for appeal to the Director General of Social Services.

NEW ZEALAND

Non-contributory old age pensions on a means test basis were established
in New Zealand by the Old Age Pensions Act of 1898. At present, they are
provided to needy persons aged 60 and over as part of a comprehensive social
security program.

In 1940 a universal superannuation benefit was introduced. It is expected
that when this program has matured it will replace the means test age-benefit
for all persons aged 65 and over, However, the age-benefit will continue to be
payable on a means test basis for persons in the 60 to 65 age group.

The Age-Benefit

The age-benefit is subject to a means test and to qualifications of residence
and character. The residence qualification is ten years for those residing in
New Zealand on March 15, 1938, and twenty years for those not resident at that
time; in each instance, certaln temporary absences are allowed. In March 1945
approx1mately 47-2 per cent of the population of eligible age were receiving
age benefits. The percentage has risen only slightly since that time.

The maximum annual age-benefit of £130 for a single person is reduced by
the amount of outside income over £78, so that the total income, including
benefit, cannot exceed £208. When both spouses are eligible, a mamed couple
receives an amount equal to twice the maximum benefit for a single person.
When only the husband is eligible, the wife may, at the discretion of the Social
Security Commission, be granted a benefit not exceeding £130, provided that
this does not bring the total income above that allowed a marrled couple, namely
£338. It is understood that this discretionary benefit is granted in every case.

The means test includes both income and property qualifications. Income
is defined as all moneys and the value of all benefits received for a person’s
own use, but excluding social security benefits, and cash derived from the sale
of property There ‘are also certain exemptlons for life insurance policies and
legacies. The benefit is reduced by £1 for every £1 by which the outside income
exceeds £78.

In determining the value of accumulated property, the home, furniture and
personal effects are excluded. For every £10 of the remaining plopcrty over
£500, the benefit is reduced by £1 annually. Property which produces an income
is assessed as property or income, whichever produces the greater reduction in
benefit.

The Superannuation Benefit

The superannuation benefit scheme in New Zealand establishes the principle
of universal flat rate benefits, but mitigates the high cost of such benefits by
providing a low initial benefit rate, which increases automatically every year
and will not mature until 1988. The purpose of the scheme is to diminish the
use of the means test over a period of time. Each upward revision of the means
test benefit has led to a corresponding revision of the maximum superannuation
benefit, so that, at the present time, the superannuation benefit is further from
maturlty than it was when introduced in 1940,
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The superannuation benefit is payable to all residents who have reached
the age of 65. There is no retirement test. The original annual benefit rate
was £10, and this increases by £2/10/-yearly until 1988 when the maximum
benefit of £130 will be reached. For 1950-51 the annual benefit rate is £35. At
present, the low rate of the superannuation benefit results in the continued
necessity for wide participation in the means test program. A person who finds
the present superannuation benefit inadequate may apply for the age-benefit.
If he is eligible under the means test, his superannuation benefit becomes part of
his means test benefit. In 1948 the number of persons receiving only the super-
annuation benefit was 63,814, or 407 per cent of the population aged 65 and over.

Finance

Both the age-benefit and the superannuation benefit are financed, along
with other social security programs, from the Social Security Fund, which is
operated on a pay-as-you-go basis with a small contingency reserve. Annual
expenditures are financed to the extent of 70 per cent through revenues from a
social security contribution; the remaining 30 per cent is derived from annual
appropriations from general revenue.

The social security contribution, payable by all residents aged 16 and over,
is a specially earmarked flat rate income tax levied at the rate of 74 per cent on
all personal income and on net company income. In 1945-46, 62-9 per cent
of the social security contribution represented the charge on salaries and wages,
13-4 per cent the charge on company income, and 23-7 per cent the charge on
other individual income. The contribution is collected through the income tax
machinery and is paid is the same manner as income tax. In cases of hardship
the Commissioner of Taxes may exempt a-person or company from payment of
any instalment of the contribution. No record of contributions is kept for the
purpose of establishing eligibility for, or the amount of, benefits.

In New Zealand as in Australia, earmarked funds are used to finance both
means test and non-means test social services. Of eleven cash benefits paid
from the Social Security Fund, seven are subject to the means test and account
for 53 per cent of total expenditures on cash benefits.

The total cost of age-benefits in the fiscal year 1949-50 was approximately
£12-2 million. The total cost of superannuation benefits was about £5-4 million.
These amounts will increase considerably in the future because the rate of super-
annuation benefit is increasing and because the population is ageing in New
Zealand as in other countries. In 1949-50 the two income maintenance programs
for the aged accounted for 33-5 per cent of the total expenditures from the
Social Security Fund.

Administration

The age-benefit and the superannuation benefit, together with other income
maintenance programs, are administered nationally through the Social Security
Department which maintains branch offices in nineteen local districts. There
is provision for appeal to the Social Security Commission against any decision
of a distriet official. :

DENMARK

Non-contributory old age pensions subject to a means test were first
established in Denmark in 1891. Since 1933 they have been part of an integrated
social security program.
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Basic Pensions

Full basic peusions are payable to Danish citizens who have reached the
age of 65 in the case of men, and 60 in the case of women, provided they are
members of the National Sickness Insurance Scheme.

The basic pension is reduced for income in excess of 50 per cent of the full
basic pension, for other pensions paid by state or local governments and for
private pensions or bequests in excess of specified amounts. There is no infor-
mation available regarding the position of real property under the means test.

Basic pension rates are fixed at three different levels corresponding to three
cost of living areas: Copenhagen, provincial towns, and rural districts. Within
these areas, there is further variation in pension rates according to changes in
the cost of living index.

In 1947, 212,000 persons, or 48 per cent of the population of eligible age,
were receiving pensions.

 Supplementary Pensions

Four types of supplementary pensions are payable in addition to the basic

pension:

(a) If application is deferred to age 67, the basic pension is increased by
5 per cent; if deferred to age 70, the supplement is 10 per cent of the
basic pension;

(b) There is a supplement for dependent children under 15;

(c) Pensioners who have reached the age of 80 receive an annual age supple-
ment amounting to 8 per cent of the basic pension; and

(d) Special supplements up to 15 per cent of the basic pension are payable
for fuel, and clothing, in an amount varying according to need and to
cost of living areas.

Finance and Administration

The Danish old age pensions program is financed out of public revenue
from general taxation. Costs are shared by national and local governments in
the ratio of four-sevenths national to three-sevenths local. Pension payments
are made by local governments, which are reimbursed by the national government
for its portion of the cost.

SWEDEN

Sweden has had a national compulsory pension program since 1913. At
present, under the National Pensions Act of 1946, provision for old age income
maintenance is made in three ways. The Act also provides widows’ pensions.

The General Pension

The general pension is paid as of right to every Swedish citizen who has
reached the age of 67. A married couple, where both spouses are eligible, receives
eight-fifths of the general pension. Three-fifths of the general pension is payable
to a widow who had reached the age of 55 at her husband’s death. Since 1948
a cost of living bonus has been added to the general pension.

Supplementary Pensions
The general pension may be augmented by a supplementary pension which
is subject to a means test. Supplementary pensions are of two kinds:
(a) a supplement for wives not eligible for the general pension, provided
they have been married five years and have reached the age of 60; and

V- 88—2
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(b) national housing supplements adjusted to rental cost areas and in
addition, local housing supplements based on individual needs.

Voluntary Pensions

Additional pensions, which may commence as early as age 55, may be
purchased through voluntary national insurance. The premiums vary with the
amount of benefit purchased.

Finance

The Swedish program is partially contributory although pensions are in
no way related to contributions. Every citizen, with certain minor exceptions,
is required to make an annual pension contribution from age 18 to 66 inclusive.
For single persons, the contribution is one per cent of income that is subject
to income tax; for a married couple, it is one-half of one per cent of the couple’s
assessable income. There are, however, maximum and minimum contributions.

The pension program is financed through the National Pension Fund, which
is operated on a pay-as-you-go basis with a small contingency reserve. In the
fiscal year 1948-49, 79 per cent of national pension costs came from general
revenue, 17 per cent from the pension contribution, and 4 per cent from interest
on the National Pension Fund. Twenty per cent of the total government contri-
bution came from local governments.

Administration

The pension program is administered nationally through the National
Pension Board. All pension claims are dealt with initially by local pension
committees which are in part appointed by the Crown and in part elected by
the local district. Liaison between the local pension committees and the Pension
Board is effected through district pension officers appointed by the Board.

TaeE UNITED STATES

Before 1935 responsibility for the provision of assistance to aged persons
rested solely with individual states. The federal Social Security Act of 1935
provided federal grants-in-aid which encouraged the establishment of new state
assistance programs, and extended and co-ordinated existing programs. It also
established a federal compulsory contributory insurance program which was
to be the foundation of a national system of old age security. It was expected
that Old Age Assistance (OAA) would decline in importance as the Old Age and
Survivors Insurance program (OASI) matured, so that eventually most of the
working population would be insured against the contingencies of old age, while
assistance would be required only as a supplementary and residual program.

The development, of OASI since 1935 has been hindered for a variety of
reasons, including the difficulty of extending coverage and the absence of any
long-range financial plan. The rise in price levels since the beginning of the
program, and particularly since the war, was not anticipated, with the result
that benefits, which are calculated on wage records since 1937, are low in
comparison with the current cost of living. Similarly, the income limit on which
contributions are payable, and the amount which a retired worker may earn
in addition to benefit are very low in comparison with current wages and salaries.

. At the present time, OAA remains the major income maintenance program
in terms of average monthly payment, number of recipients and total expendi-
tures. The average monthly payment in December 1949 was $44.76 in the case
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of OAA recipients as compared with $26 in the case of retired wage earners
insured under OASI. In the same month the number of recipients under OAA
was 27 million, whereas the number of aged beneficiaries under OASI, including
retired workers, dependents and survivors, was 1-9 million. Moreover, of these
1:9 million, about 10 per cent were receiving additional assistance under OAA.
For the fiscal year 1948-49 old age assistance payments amounted to about
$1,259 million, while OASI benefits to aged beneficiaries amounted to about
$442-5 million.

Proposals now before Congress suggest that the administration believes the
present program to be inadequate but that it continues to support “an adequate
and universally applicable basic social insurance system” as the national founda-
tion of old age security in the United States. A Bill, H.R. 6000, passed by the
House of Representatives, would revise and extend OASI. The Bill has been
amended by the Senate Committee on Finance, and is now being considered
by both Houses.

OLD AGE ASSISTANCE

Title I of the federal Social Security Act of 1935 authorizes the federal
government to appropriate sums of money to enable each state to furnish
financial assistance to aged ‘“needy” individuals. The receipt of federal grants-
in-aid by the states is conditional upon the fulfilment of certain federal require-
ments. Bach state must submit for the approval of the Federal Security
Administrator, a plan for granting OAA.

The state plan must provide that the OAA program be in effect in all
political subdivisions of the state and be administered or supervised by a single
state agency. It must provide for state financial participation; for fair hearings
before a state agency for any applicant denied assistance; and for certain
standards of administration, including personnel standards on a merit system.
In addition, the state agency must, in determining need, take into account any
other income and resources of the applicant.

The state plan must not provide for an eligible age of more than 65 years;
a residence requirement of more than five out of the nine years immediately
prior to application, including the year immediately preceding application; or
any provision excluding a citizen of the United States.

A state plan meeting these requirementes must be approved by the Federal
Security Administrator. Once the plan has been approved it has the effect of a
contract between the state and federal governments.

Under the Act the federal grant provides an amount equal to three-quarters
of the state expenditures on assistance payments or three-quarters of the
product of $20 multiplied by the total number of OAA recipients for the month,
whichever is less, plus one-half of the amount, if any, by which such state
expenditures exceed $20 times the number of recipients for a month. The
federal government contributes only towards the first $50 of a monthly assist-
ance payment and does not contribute towards assistance paid to a person
under 65 years of age.

. The federal government also pays the state an amount equal to one-half

of the cost of “proper and efficient” administration as determined by the federal
authority.

Assistance Payments

Within this legislative framework, the state administers the OAA program,
and determines the existence of need and the extent to which it will be met.
A needy person is usually described as having “insufficient income or other

V 88—2}
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resources to provide reasonable subsistence compatible with decency and
health.” The amount of assistance granted in an individual case depends on
the difference between the applicant’s income and resources and his basic
subsistence requirements as determined by the standards of the state or local
administrative agency.

This procedure, the budgetary deficiency method of determining need, -
differs from the means test in which a fixed maximum assistance payment is
reduced according to the excess of the applicant’s means over a defined allow-
able income. The budgetary deficiency method implies that there will be con-
siderable variation among individual cases. Costs and standards of living,
extent and definition of need, objectivity and efficiency of administration are
matters affected by local circumstances. ;

At the state level there are matters of policy which cause variation as
between one state and another. The state may set out certain budgetary require-
ments, certain limits on other income and resources and certain maximum
amounts of assistance payable. All these standards will apply only to one
state; provisions in any other state may be different.

Apart from policy, the fiscal capacity of a state affects its old age
assistance program. Where payments are made from consolidated revenue,
the appropriation for OAA may be fixed in advance. Where payments are
made only from earmarked taxes, the amount of money available for assistance
payments may be limited. Average per capita income is higher in some states
than in others, and the amount of taxable resources varies considerably in
different sections of the country.

As a group, industrial states, where a large proportion of the aged popula-
tion receive benefits under the insurance program (OASI), differ from agricul-
tural states, where the proportion receiving OASI is less significant and the
need for OAA is correspondingly greater.

In December, 1949, assistance payments were made to some 2.7 million
persons or about 24 per cent of the population aged 65 and over. The national
average monthly payment was $44.76 This figure is higher than the average
pension paid in Canada. On the other hand, eligibility in many states is
narrower than in Canada because income and property limits tend to be lower,
although the value of a home is often exempt from the calculation of means.

The average monthly payment by a state in December, 1949, ranged from
$18.92 in Mississippi to $77.89 in Colorado. In general, the states with higher
average per capita incomes are able to provide higher average monthly pay-
ments, but in some states where payments appear to be very high, income
and property qualifications are particularly strict, so that the high pensions are
being paid to a relatively small percentage of the aged population.

Finance

The federal share of the cost of OAA comes from general revenue. In 1947
two-thirds of the states’ share came from general revenue, while one-third
came from earmarked taxes, usually sales taxes. However, the great majority
of the states employ only general revenue, and the use of earmarked taxes
to finance OAA is decreasing.

There has been a very substantial increase in the cost of OAA since 1937
because of the ageing of the population, the increase in the numbers of needy
aged, and because of changes in the federal matching formula. In the fiscal
year 1936-37 the total cost was $250 million. By 1948-49 the total cost had
risen to $1,300 million.
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The federal share of assistance payments had increased gradually. For
the calendar year 1936, the federal government paid 42.8 per cent of OAA
payments., This increased to 52:6 per cent in 1947 and to 548 per cent in
the fiscal year 1948-49.

The maximum federal contribution to any assistance payment is $30;
the average federal contribution is estimated at $25, or 62 per cent of a $40
monthly payment. Thus, the federal contribution is lower, both absolutely
and proportionately, than in Canada.

Since 1936 the larger share of the non-federal cost of OAA has been carried
by the states and the proportion payable by local governments is steadily
diminishing. In the calendar year 1947, state and local funds accounted for
41-2 per cent and 6-2 per cent, respectively, of the total assistance and
administrative costs of OAA.

Administration

Within the federal requirements set out above, the old age assistance
program is usually supervised by the state agency and administered locally by
either state or local (county) offices. As mentioned earlier, the state plan must
provide for fair hearing before the state agency. On the federal level, the
Bureau of Public Assistance of the Social Security Administration administers
the program through its central and regional offices.

Through the Bureau, consultative services are available to the states on
administrative and research problems connected with all aspects of public
assistance.

Since 1939 state administrations have been subject to continuous review
by the federal Social Security Administration. The review is concerned with
policy rather than with individual cases, and has been exercised on a flexible
and consultative basis. Part of the administrative review is concerned with
assisting the states in broad personnel problems relating to examination, certi-
fication and selection procedures, salary classifications, and so on.

OLD AGE AND SURVIVORS INSURANCE

Title IT of the federal Social Security Act of 1935 established a national
compulsory old age insurance program based on contributions levied against
-employers and employees and with benefits to be paid at retirement regardless
of means. The Act originally provided for benefits only to retired persons; in 1939
it was amended to include certain dependents and survivors of insured persons.

Coverage

OASI covers wage earners and salaried employees in commerce and industry,
with many exclusions. The most important of these are persons in agricultural
employment, the self-employed, employees of federal, state and local govern-
ments, domestic servants, and persons employed in non-profit institutions.l
Railway employees are also excluded.?

It was expected, originally, that coverage under OASI would be extended
gradually towards the ultimate goal of universality. Up to the present time,

1 H.R. 6000 would extend coverage to certain urban self-employed persons, certain workers
in agricultural processing, lay employees of non-profit organizations, steadily employed domestic
servants, federal employees not covered under existing retirement systems and, on a voluntary
basis, the employees of state and local governments.

2 The Railroad Retirement Act provides protection to about 1:5 million railway employees,
including a substantial group of Canadian railway workers.
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however, administrative problems, opposition by certain groups, and in some
instances, constitutional difficulties have prevented any substantial c¢hange in
the categories of employment originally included in the program. Thus OASI
covered between 52 per cent and 57 per cent of the employed labour force in
1940; by 1949 it covered 56 per cent.!

The exclusion of agricultural employment from OASI has led to a disparity
between industrial states, where there is a concentration of OASI recipients
among the aged population, and agricultural states, where the needy aged must
depend largely on the assistance program. There are indications at the present
time that agricultural groups are beginning to see the advantages of being
included under OASI.

Insured Status

The primary qualification for benefits under OASI is the achievement of
some form of wnsured status. A worker’s insured status depends upon the
number of quarters of coverage, that is, the number of calendar quarters in
which the worker has earned not less than $50 in covered employment.

(a) Fully insured status. At any given time a worker is fully insured if
he has coverage in one-half of the calendar quarters since January 1937 or
since age 21. Fully insured status entitles a worker and his eligible dependents
or survivors to benefits only at his retirement or death. However, the status of
the worker may change during his working life according to his movement in
and out of covered employment.

(b) Permanently insured status. After he has achieved a total of 40
quarters of coverage, a worker has permanently established his right to benefits
for himself and his eligible dependents and survivors. Permanently insured
status entitles a worker to the same benefits as does fully insured status, and
once attained, cannot be lost for any reason.

(¢) Currently insured status. A worker who was insured in covered employ-
ment for six or more quarters out of the 13 immediately preceding his death
has established a right to survivors’ benefits for his eligible widow and eligible
dependent children. Benefit rights under currently insured status are therefore
much more limited than under fully or permanently insured status. '

In January 1949, of about 78 million living persons who had ever made
any contribution to OASI, 13 million were permanently insured, 25 million were
fully insured, 5 million would, in the event of death at that time, have been
currently insured, and the remaining 35 million had contributed but were not
insured.

Types of Benefit

The amount of benefit under OASI is directly related to individual wage
records. It is not related to the degree of insurance status. There are four
main types of benefit:—

(@) Primary benefits. The primary insurance benefit payable to a retired
worker permanently or fully insured at the age of 65 is based on his average
monthly wage. To caleulate the average monthly wage, the amount of total
earnings in covered employment is divided by the total time which has elapsed
since 1937, regardless of the way in which an individual may have divided his
time between covered and uncovered employment, and regardless of any periods
of unemployment.

1Under H.R. 6000, OASI would cover an estimated 45-7 million workers, or about
716 per cent of the employed labour force in 1951.
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The monthly primary benefit consists of:— - Chelgiy

(i) 40 per cent of the first $50 of the average monthly wage, plus
(ii) 10 per cent of the next $200 of the average monthly wage, plus

- (iii) one per cent of the sum of (i) and (ii) for each calendar year in ‘which
the worker earned at least $200 in covered employment.

The benefit formula is thus weighted in favour of low income workers as
well as those who have been in covered employment continuously since 1937.
The wage record after age 65 is not included in the calculation unless it would
raise the benefit rate. At present, 55 per cent of benefits payable under OASI
are primary benefits.

(b) Dependents’ benefits. Dependents’ benefits are payable to eligible
wives at age 65 and to children under age 18 at a rate equal to one-half of
the primary benefit.

(¢) Survivors’ benefits. Survivors’ benefits are payable to ehglble widows
at the rate of three-quarters of the primary benefit and to eligible children or
parents at the rate of one-half the primary benefit.

(d) Lump sum death benefit. Where there is no survivor immediately
eligible for any monthly benefit, a lump sum equal to six times the primary
benefit is payable to any person paying the funeral expenses..

The Retirement Test

If a retired worker earns $15 or more in covered employment during any
month neither he nor any of his dependents is entitled to benefit in that month.1

Amount of Benefit

(@) Maximum and minimum benefits. There is a minimum primary benefit
of $10 a month and a minimum family benefit of $20 a month. There is no
fixed maximum primary benefit but the effective maximum rises slightly each
year according to the benefit formula. The maximum family benefit is $85, 80
per cent of the average monthly wage, or twice the amount of the prlmary
benefit, whichever is least.2

(b) Adequacy of benefit. As OASI matures, the benefit formula operates
in such a way as to increase slightly the rate of benefit payable each year. The
maximum monthly primary benefit payable rose from $42 in 1940 to $44.80
in 1949. The average monthly primary benefit rose from $20.67 in 1940 to
$26.00 in 1949. This represents an increase of 19 per cent in average monthly
benefit but, during the same period, the consumers’ price index rose by 70 per
cent and wages in manufacturing industries rose by 125 per cent.

Under the present law, a worker who has spent 40 years in covered employ-
ment and has earned an average of $250 a month will receive at retirement a
primary benefit of $56 a month.

Finance

OASI is entirely contributory. The original intention was to maintain an
actuarial reserve, but since contributions would be greater than benefit payments
in the first years of the program, it was decided to set the contribution rate,

1 H.R. 6000 would increase allowable earnings for a retired beneficiary from $15 to $50
a month.

2 Minimum primary and family benefits would be doubled and maximum famllv benefit
would be increased to $150 or 80 per cent of the average monthly wage whichever is less.
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beginning in 1937 at one per cent each, for employers and employees, with
contribution being levied only on that portion of annual salary or wage below
$3,000, and to increase this rate gradually to 3 per cent each by 1949. By 1939,
however, opposition had developed to the large reserve which was accumulating,
and the increase in contribution rates was deferred and continued to be deferred
until 1950. For 1950 and 1951 the rate will be 11 per cent each for employers
and employees; from 1952 on it will be 2 per cent each under the present
legislation.? Contributions are collected as long as a worker remains in covered
employment.

The 1939 amendments, which deferred the increase in contribution rate,
departed in other respects as well from the principle of an actuarial reserve by
changing the benefit formula so as to increase benefit rates; by making benefits
payable earlier than was originally planned; and by adding dependents’ and
survivors’ benefits to the program. The present Fund, therefore, is operated on
a modified actuarial reserve basis. On June 30, 1949, the balance of the Fund
stood at $11,310 million, but on current calculations this represented an actuarial
shortage of $7,000 million.

The revenue of the Fund is derived primarily from the contributions of
employers and employees, which amounted to $1,691 million in 1948-49.
Additional revenue is derived from interest on investments which amounted to
$230 million in the same year. An appropriation from general revenue is
authorized when required, but up to the present time no such appropriations
have been made.2

Benefit payments under OASI have increased from $64 million in 1940-41
to $700 million in 1950. Administrative expenses have risen from $27 million
in 1940-41 to $53 million in 1948-49. At present they represent about 3:1 per
cent of contributions and 8-1 per cent of benefits.

Administration

OASI is administered entirely by the federal government. The Bureau of
Internal Revenue is responsible for collecting insurance contributions and
issuing benefit cheques. Contributions are collected with income tax at the
source, and since January 1950 have been entered by the employer on the same
form as income tax. ;

All other administrative functions are carried out by the Social Security
Administration through the Bureau of OASI. The Bureau has a central office
in Baltimore and a net-work of local and itinerant offices throughout the country.
The main function of the Bureau is the maintenance of wage records for all
workers who have at any time earned wages in covered employment. As of
January 1, 1950 the Bureau had on file 80-7 million individual accounts.

The Social Security Act provides that appeals can be made to the Appeals
Council and can be carried to the federal courts.

GREAT BRITAIN

Modern legislative provision for the aged in Great Britain began with the
Old Age Pensions Act of 1908. This non-contributory means test program was
followed in 1925 by a second program, a contributory plan under the Widows’,

__1Under H.R. 6000 the contribution rate will continue to increase until 1970 when it
will be stabilized at 3} per cent each.

. 2Under H.R. 6000 the provision for appropriations from general revenue would be
withdrawn.
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Orphans’, and Old Age Contributory Pensions Act. In 1940, a scheme of
supplementary pensions on a means test basis was introduced for needy
pensioners. These measures were further developed and benefits substantially
increased in the retirement and assistance provisions of the National Insurance
and National Assistance Acts, which ecame into full operation in July, 1948. The
retirement pension is one of a number of benefits to which a contributor to
National Insurance is entitled. National assistance is available at need to
those of any age over 16 years, including the aged who fail to qualify for either a
retirement or non-contributory pension or who, because of special circumstances,
find either of the pension benefits inadequate to meet their minimum needs.

THE NATIONAL INSURANCE PROGRAM

The National Insurance Act of 1946 introduced a unified system of
compulsory insurance for a variety of income maintenance programs, based on
the principle of uniform flat rate benefits and a fixed scale of flat rate con-
tributions.

Coverage

Every person in Great Britain who is over school-leaving age and under
pensionable age (65 for men and 60 for women) is compulsorily insured and
continues to be insured through life. New-comers to Great Britain are insurable
after 26 weeks’ residence, ‘Coverage is comprehensive, but not yet universal.

For insurance purposes, the population is divided into three classes: em-
ployed, self-employed and non-employed.

A man and his wife are usually treated as a unit but an insured woman who
marries may choose to continue insurance and to qualify for benefits in her own
right. Persons with incomes not exceeding £104 a year may apply to be
exempted from liability to pay contributions.

Contributions

Contributions are payable by the insured person, by the employer, in the
case of those who are under contract of service, and by the Exchequer which
makes a supplementary contribution on behalf of each insured person. In
addition to these supplementary contributions, Exchequer grants are paid annu-
ally in support of the program. Insured persons make contributions, according
as they fall, week by week, into one of the three classes of coverage, and
contributions paid in one class may be treated as equivalent to a corresponding
number in another class.

If retirement is deferred, the insured person’s contribution is payable to
an age not later than 70 for men and 65 for women, but the employer’s
contribution in respect of an employee continues as long as the latter remains
at work. Contributions by non-employed persons are normally paid only up
to pensionable age.

Rates of contribution vary slightly for the three classes of insured persons
and also, to some extent, in accordance with age, sex and rate of remuneration.
The weekly rate for an employed man is 4s. 7d. while the employer’s contribu-
tion on his behalf is 3s. 10d. The weekly contribution of a self-employed person
is 6s. 2d. and of a non-employed person 4s. 8d. Lower rates are established for
women, with further reduced rates for employed persons in lower income groups
and for boys and girls under 18. These rates will be increased slightly in 1951.
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Under certain conditions the weekly contribution may be eredited without
being paid, as for example during periods of unemployment, incapacity for
work or, in the case of students, full-time study. Credited contributions count
for some purposes in the same way as contributions actually paid but, in general,
no benefit is payable unless a prescribed number of contributions has actually
been paid.

Benefits

Benefits are intended to provide a uniform subsistence minimum based
broadly on the cost of living; benefits and rates are subject to review every
five years. :

A basic retirement pension of 26s. a week is payable at pensionable age to
a person who has a yearly average of not less than 50 weekly contributions paid
or credited, and who has contributed for three years between the date of last
entry into insurance and the date of attaining pensionable age. The basic
pension is also payable to a self-insured wife.

The basic pension is increased by 16s. a week for a dependent wife, and
7s. 6d. for one dependent child.

The basic pension and the pension in respect of a wife are subject to
reduction on a sliding scale if the yearly average number of weekly contributions
paid does not reach the required minimum of 50 weeks. If the yearly average
paid or credited falls below 13 weeks, no retirement, pension is paid.

If retirement is deferred, the amount of pension is increased by 1s. weekly
for every 25 contributions paid during the first five years after reaching pension-
able age. The pension payable in respect of a wife is likewise increased for
every additional contribution made while both are over pensionable age. At the
age of 70 in the case of men and 65 in the case of women, the retirement pension
is payable without further increase. It was estimated, for purposes of cost
calculations, that 40 per cent of persons retire at 65, 30 per cent between 65 and
70, and 30 per cent at 70 or over.

A late age entrant into the scheme makes contributions and may qualify
for retirement pension after a specified number of years, or may choose at
pensionable age, to receive a refund of contributions, with interest.

The number of persons receiving retirement pensions in April, 1949 was
4,150,000, or 63-5 per cent of all persons of pensionable age.

Other related provisions of the insurance program include benefits for
widows and death grants payable for expenses connected with the death of an
insured person, or of a member of the immediate family.

Conditions of Retirement

A person claiming retirement pension within the first five years after reach-
ing pensionable age must not work for more than a limited number of hours
during any week. During this five year period earnings in excess of 20s. a
week are deducted from the amount of retirement, pension. At the age of 70 in
the case of men and 65 in the case of women, the retirement pension is payable
without restriction.

Finance

The National Insurance program is only partly contributory in the direct
sense. It is financed through the National Insurance Fund, a current account
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which derives its revenues mainly from the contributions of insured persons
and employers, from Exchequer supplements, and from Exchequer grants. The
Fund also receives interest from the National Insurance (Reserve) Fund, a
capital account containing the assets of former insurance schemes now super-
seded. Capital assets may be transferred, when necessary, from the Reserve
Fund to the National Insurance Fund, by resolution of the House of Commons.

The program is financed on a pay-as-you-go basis. The cost of retirement
pensions is expected to rise from £238 million in 1948 to £501 million in 1978,
when the scheme will approach maturity. Costs will increase during this
period partly because of the ageing of the population and partly because full
pensions will be paid to many persons who entered insurance after the age of
16 and have therefore not contributed throughout the whole period from
school-leaving age to pensionable age. During the same thirty years, the
proportion of total estimated expenditure under the National Insurance program
represented by retirement pensions will increase from 53 per cent to 67 per cent.
Increased costs of retirement pensions will account for the major portion of
the estimated increase in total Exchequer contributions and grants to the
Fund, from £118 million in 1948 to £416 million in 1978.

Administration

The Ministry of National Insurance is responsible for the administration
of the National Insurance Act and for this purpose maintains regional and
local offices. Contributions are made through stamps purchased at post-offices
and benefits are paid through books of orders cashable also at post-offices.
The Act makes provision for appeals against the decisions of insurance officers.
A case may be taken to the local appeal tribunal, to the Commissioner of
National Insurance, to the Minister and, finally, on a legal question, to the
High Court.

NON-CONTRIBUTORY OLD AGE PENSIONS PROGRAM

Non-contributory old age pensions were introduced in 1908 and have
continued in operation since that time. This scheme will be retained, as a
transitional measure, for aged persons not eligible for retirement pensions but
no new pensions will be granted after October 1, 1961. TUnder this program
pensions are payable to persons 70 years of age and over, subject to qualifica-
tions of residence and citizenship, and on the basis of a means test.

In calculating the amount of pension, the total value of means from the
following sources is included: income in cash, the yearly value of property
owned and occupied, the value of free board or lodging, and the yearly value
of investments or other property. The maximum pension under the non-
contributory program is 26s. a week, the same as the basic retirement pension,
with 16s. for a married woman living with her husband. Maximum annual
pension for a single pensioner is £67/12/-; allowable income is £65/5/-; thus,
the maximum annual allowable income, including pension, is £132/17/-. Allow-
able income for a married couple is proportionately higher.

In April, 1949, 445000 persons were receiving non-contributory pensions.
As of June 30, 1949, this represented about 14 per cent of the population 70
years of age and over. More than three-quarters of these beneficiaries were
recelving maximum pension. The estimated total cost to the Exchequer for
1949-50 was £27-4 million. It is estimated that the cost will decrease as the
insurance program matures and will drop to £1 million by 1978.

Administration of non-contributory old age pensions is under the National
Assistance Board and the cost is met from general revenue.
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THE NATIONAL ASSISTANCE PROGRAM

National Assistance, the major program supporting National Insurance,
replaced a variety of earlier assistance schemes and was designed to provide
basic maintenance for persons who fail to qualify for insurance benefits, and
to supplement those benefits in special circumstances. National Assistance
is available to all persons aged 16 and over, but two-thirds of the beneficiaries
are persons of advanced years.

The keynote of the program is flexibility. Assistance is provided on the
basis of a needs test and in urgent cases it may be granted without preliminary
investigation. Assistance to needy persons is normally given through weekly
grants of money but occasionally it is granted wholly or partly in kind.

The amount of assistance payable depends on the difference between the
applicant’s resources and his estimated needs calculated according to minimum
standards of living. The resources considered include only those of the person
or persons to be assisted. The major items taken into account are contribu-
tions towards household expenses, retirement or non-contributory pensions and
earnings over 20s. weekly. The value of an owner-occupied house, death and
maternity grants, specified war savings, certain other defined income, and
the first £50 of capital are disregarded. Where the total value of capital is
between £50 and £400, the amount of assistance is reduced by 6d. for each
complete £25 after the first £50. In general, no assistance is granted to persons
with free capital of more than £400.

There are two scales of assistance: one for all ordinary assistance pay-
ments, and one for special payments on a higher level for blind persons and
persons suffering from tuberculosis of the respiratory system. An aged person
may qualify under either scale of assistance. The weekly assistance rate for
a married couple on the ordinary scale is 40s. and on the special scale 55s.;
for a single householder, it is 24s. and 39s.1 Rates for other persons are lower,
and those for dependents decrease in the lower age groups. Assistance rates
may be increased where there are exceptional needs and single grants may
be made to meet unusual needs which are unlikely to recur.

The assistance payment is increased by a rental allowance based on
individual needs. According to a sample survey taken in 1948, the rental allow-
ance covered the whole of net rent in 87 per cent of assistance cases. A
combination of maximum benefit rates under the assistance program is more
generous than retirement or non-contributory old age pensions.

Amounts of weekly assistance payments vary widely. The average weekly
assistance payment for all recipients was 15s. 4d. in November, 1948. The
average payment to those receiving assistance as a supplement to retirement
or non-contributory old age pensions was 9s.3d. weekly.

The number of persons receiving National Assistance in 1948 was over
one million. Of these, 628,040 were men age 65 and over and women age 60 and
over; 91-4 per cent were already receiving retirement pensions or non-con-
tributory old age pensions. Twelve per cent of all persons receiving retirment
pensions and 18 per cent of all persons receiving non-contributory pensions
were also receiving National Assistance.

Finance

National Assistance is financed from general revenue. The estimated
expenditure for 1949-50 on all forms of assistance, including non-contributory

1 Rates have increased as of June, 1950.
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old age pensions, was £87-4 million. No figures are available to show wha
proportion of National Assistance expenditures is spent solely on the aged.

Administration

National Assistance is administered through the National Assistance Board
which reports annually to Parliament through the Minister of National Insur-
ance. Administration is decentralized through a series of local offices established
through the country. Applications and payments are made through post
offices.

National Assistance appeal tribunals are established in each district. Any
decision of the Board is subject to appeal, but decisions of the tribunals are
final.

France
Structure and Development

Since 1945 a comprehensive national social security program has been
developed in France. ;

Old age pensions are payable under a general scheme for employed persons
and under a number of separate schemes, organized on an occupational basis,
for self-employed persons and for certain categories of the employed such as
agricultural workers. Pensions are payable on retirement at age 60 or over,
in the case of the employed, and 65 and over in the case of the self-employed.
There is no means test.

The amount of pension varies within fixed maximum and minimum limits
and is based on average earnings over the last ten years of employment and
on the number of contributions made. The maximum pension for an employed
person with 30 annual contributions at the age of 60 is 20 per cent of his average
wage for the last 10 years. Where application for pension is deferred, the
amount is increased by 4 per cent for each year until the age of 70, which the
pension is 60 per cent of average wage.

Under a voluntary insurance program, pensions are payable to persons
who leave covered’ employment. There are four contribution classes and
pension rates are similar to those under the compulsory insurance program.

A transitional allowance on an assistance basis, approximately equal to the
minimum pension, but varying according to place of residence and subject to
a means test, is payable to formerly employed persons not qualified for the
minimum pension by reason of insufficient contributions.

Similar allowances, subject to a means test, are also payable to residual
groups in the aged population.

Pensions and allowances may be augmented by special supplements for a
dependent spouse and for the number of children who have been raised. Benefits
under the health insurance program are available to old age pensioners without
contribution.

Finance

Social insurance in France is entirely contributory. For employed persons,
a 16 per cent contribution on total wages and salaries, divided in the ratio
of 10 per cent employer contribution to 6 per cent employee contribution,
provides protection against the contingencies of old age as well as sickness,
maternity, disablement and death. For self-employed persons, the rate of
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contribution is approximately the same as for employees but may vary between
different occupational groups. Costs of assistance and of administration are
also paid out of contributions.

Administration

The administration of the French social security system is decentralized
through a network of autonomous funds or offices. General policy is laid
down by the National Ministry of Labour and Social Security.

SWITZERLAND
Structure and Development

Switzerland adopted an old age and survivors insurance program °in
1948. At present there are two types of old age pension under this program.

(a) Under the basic program pensions are paid to insured persons who
have reached the age of 65. There is no means test and retirement is not
compulsory. Widows and orphans of insured persons receive survivors’ benefits.
In 1948, 42-8 per cent of the eligible age group were receiving pensions under
this program.

Coverage includes all residents of Switzerland and certain Swiss citizens
abroad who have made at least one annual contribution. The amount of
pension varies within fixed maximum and minimum limits and is based on
average income and number of contributions. The pension is increased when
the pensioner’s wife reaches the age of 60.

(b) Under a transitional pension scheme Swiss citizens aged 65 and over
who have not made a contribution to the insurance program may receive a
flat rate pension subject to a means test at rates determined by place of
residence, :

Finance

The insurance program is contributory. On all wages and salaries the
contribution rate is 4 per cent. Employers and employees pay 2 per cent
each; self-employed persons pay 4 per cent. On unearned income the con-
tribution rate is graded. Contributions are made to, and benefits paid by,
a national system of funds, with over-all control and co-ordination exercised
by the federal Equalization Fund, The funds are subsidized by grants from
the federal and cantonal governments; the federal share is raised by a special
tax on liquor and tobacco. Interest from the federal Fund constitutes an
additional source of revenue.

Administration

Under general supervision by the Federal Council, administration of the
insurance program is carried out by the funds, organized on three levels of
equalization: the federal Equalization Fund, occupational and cantonal funds,
and employer funds. Private insurance organizations may be licensed to
administer the pensions with respect to their beneficiaries.

2. COMPARATIVE ANALYSIS OF LEGISLATION
The Committee reviewed, on a compartive basis, the main features of

the old age security legislation in the following countries: Canada, Australia,
New Zealand, Denmark, Sweden, the United States and Great Britain.
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During the twentieth century the hazards of old age have come increasingly
to the fore in modern industrial countries and there has been a steady and
considerable growth in the number and scope of government-sponsored old
age security schemes. The financial burden of an adequate income maintenance
program for the aged is inevitably a heavy one in any country; it is particularly
heavy in relation to the cost of other social welfare programs. Moreover,
costs are rising because the aged population is increasing; the problem has
been accentuated in recent years by a general rise in price levels.

The historical development of old age security programs in these countries
shows certain definite trends. Beginning with Denmark in 1891, all the
countries except Sweden established non-contributory old age pension programs
subject to a means test as the first approach to the problem of income security
for the aged. With this type of program as a foundation, there have been
three separate lines of development: on the benefit side, there is a trend away
from the means test towards either a universal flat rate benefit or an insurance
program; and on the revenue side, there is a trend away from the non-contrib-
utory program and towards the use of specially earmarked taxes. None of
these countries, however, has entirely eliminated the payment of old age
assistance under means test, and at the present time only one, Australia, has
entirely eliminated the use of general revenue in the financing of the old age
security program.! A third trend is towards extension of coverage. The
statistics for each country indicate that the number of persons receiving old age
benefits is increasing both absolutely and relatively. This increase is due in
part to the ageing of populations; in part, however; it is due to the addition
of new programs providing either universal or comprehensive benefits within
a certain age group, and in part to the liberalizing of eligibility qualifications
such as age, residence and allowable income under means test assistance
programs.

Although these three trends are clearly distinguishable, there is no uniformity
in the types of old age security programs in operation at present.

Canada and Denmark retain the original non-contributory means test
program. Australia also retains the means test benefit but introduced earmarked
taxes for social security purposes in 1941, and since 1946 has collected all
revenue for its old age security program by this means, New Zealand adopted
a non-contributory means test program in 1898, combined it with a limited
non-means test program in 1938 as part of a general social security system
financed in part by an earmarked social security contribution.

The United States developed means test assistance programs in some
states over a period of years. In 1935, in addition to a nationally organized
assistance scheme, a non-means test program limited in coverage was introduced,
financed entirely by earmarked contributions. In Great Britain non-contribu-
tory means test pensions were first introduced in 1908; a non-means test
program with earmarked contributions and limited coverage was adopted in
1925 and a revised and extended national social security program, including
retirement and assistance schemes, was introduced between 1945 and 1949.

Sweden is the only country which did not follow this general course of
development: a universal non-means test program with earmarked contributions
was adopted in 1913 and has been maintained, with substantial means test
supplementation, up to the present time.

The old age security program in any country is influenced by the
prevailing social outlook, the existence of other social security programs, and
by other services for the aged, such as housing and medical care. Also, it

1 General revenues may be used in the future if necesary.
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tends to reflect the economic capacity of the country and the pressure of other
responsibilities on the available financial resources.

In appraising the existings programs of different countries, it is impossible
to make accurate comparisons of such features as the amount of benefit and
the details of means testing, because there is no adequate basis for comparing
purchasing power parity. Foreign exchange rates are often established
arbitrarily, and are influenced by political and economic factors other than
internal price levels. Cost of living indices are not an accurate measure of
comparison, because the basket of goods and services on which they are
based contains different items in different countries, and the index is weighted
differently according to the relative importance of the items chosen. The base
period used in one index may be different from the base period used in another.
In any case, a cost of living index in general use throughout a country may
not reflect accurately the patterns of living of a particular group such as the
aged. Instead of a cost of living index, the average wage may be used as
a measure of comparison, but there will be variations within the caleulation of
such a wage, and the usefulness of the resulting figure in comparing benefit
values will depend to a great extent on the relative degree of industrialization
in the countries concerned. A true comparison of purchasing power parity
in different countries would require information which is not available at
the present time.

While there are serious difficulties in comparing the old age security programs
of different countries, there are, nevertheless, certain common features which
may usefully be examined.

Universality of Benefit

In Sweden and in New Zealand a universal benefit is paid as of right to all
persons who have reached a certain age. The benefit is subject in Sweden to
qualifications of citizenship, and in New Zealand to qualifications of residence.
The amount is not at present an adequate subsistence minimum, particularly in
New Zealand; in both countries it must be supplemented by assistance on a
means test basis, although the amount of basic benefit in New Zealand will
increase annually as the scheme matures. The emphasis in New Zealand is
not on the actual amount of benefit but on the fact that it is payable as a
universal right,

In Great Britain and the United States, income maintenance for the aged
18 not provided as a universal right, but is made available through a national
compulsory insurance program. The insured person establishes a contractual
right to benefits at retirement by making contributions during his working life,
although neither of these programs is a completely orthodox deferred equity
insurance scheme. Great Britain, under its insurance program, has achieved
comprehensive coverage in terms of contributions, but at present only 63:5 per
cent of persons in the eligible age group are receiving retirement benefits; this
proportion will increase as the scheme matures. The United States, under its
insurance program, has achieved only limited coverage; in terms of contri-
butions, 56 per cent of the employed labour force are covered; in terms of
benefits about 16 per cent of the population of eligible age are covered. Neither
of these programs provides in itself adequate income security for all beneficiaries;
in both cases benefits must be supplemented by assistance on a means test basis.

In Australia, Canada and Denmark, income maintenance for the aged is
provided on the basis of need, as determined by a means test. The proportion
of persons receiving means test assistance comprises 37-9 per cent of the age
group 65 and over for men and 60 and over for women in Australia, and 48 per
cent ol the same age group in Denmark. The proportion in Canada represents
43-9 per cent of the age group 70 and over.
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In the countries which provide universal or insurance benefits, Sweden, New
Zealand, Great Britain, and the United States, these benefits are insufficient for
- substantial numbers of the covered population and must be supplemented by
assistance on either a means test or needs test basis. Sweden provides special
supplements for dependents and for housing.! In Great Britain a non-contribu-
tory means test old age pensions program is maintained as a transitional measure
for certain persons who. cannot qualify for insurance benefits. There is also a
national assistance program on a needs test basis for all persons over the age
of 16; the majority of recipients are aged persons. About 10 per cent of the aged
population are receiving national assistance; this includes 12 per cent of those
already receiving retirement pensions.

. New Zealand and the United States each have two self-contained old age
security programs. In both cases the non-means test program as originally
established was limited in scope (New Zealand in size of benefit and the United
States in extent of coverage) but was to mature over a period of years. The
United States scheme, however, has not changed substantially from its original
form, while due to increases in the ultimate rate of maximum benefit the New
Zealand scheme is farther from maturity now than it was in 1940. In both cases
the means test program was to be replaced as far as possible; at present, however,
it continues in both countries to be the main income security program for the aged.
Thus, in New Zealand, 49 per cent of the population of eligible age were receiving
means test assistance in 1948, and this included 60 per cent of those entitled to
superannuation benefits. In the United States, 24 per cent of the eligible age
group are receiving means test assistance and this includes 10 per cent of the
relatively small proportion of the population of pensionable age who are receiving
insurance benefits.

Rate of Benefit

The universal benefit in Sweden and in New Zealand is payable at a flat
rate, although in New Zealand the amount increases each year towards a
maximum. In the United States insurance program, benefits are graded above
a fixed minimum ; the rate is determined by the wage record of the insured person.
In the insurance program in Great Britain, benefits are payable at a flat rate
which may be reduced if the contribution record is inadequate, and may be
supplemented where retirement is deferred beyond pensionable age.

Where assistance is provided on the basis of need, there is usually a means
test, with a flat maximum benefit amount which is subject to reduction. This
procedure applies to assistance in Canada, Australia, Sweden and New Zealand.
The means test maximum is supplemiented in Denmark for deferred application,
for age, for dependents and for special needs; in Canada it is supplemented by
gome provincial governments to meet increased costs of living.

In Great Britain and the United States a “needs” test is used instead of a
means test; the amount of benefit depends on the difference between an applicant’s
resources and his subsistence needs. Some state assistance programs in the
United States, however, have set a flat maximum benefit, while in Great Britain
there is a graded maximum benefit, which is supplemented by an allowance for
rent and may be increased to meet special needs.

Age and Retirement Qualifications

The universal benefit is payable at 65 in New Zealand and 67 in Sweden.
The insurance benefit is payable at 65 in both the United States and Great Britain
(60 for women in Great Britain).

1No figures are available for participation in such assistance.
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Means test assistance is payable in New Zealand at 60, and in the United
States at 65. In Australia and Denmark it is payable at 65 for men, and 60
for women. In Sweden it is payable at 67, and in Canada and Great Britain it
is payable at 70.

It will be seen that only three countries, Australia, Denmark and Great
Britain' provide any age different for women (in Great Britain the differential
applies only to the insurance program).

The insurance programs in both Great Britain and the United States encour-
age insured persons to remain in employment rather than to claim retirement
benefits at the minimum age. In Great Britain there is a deferred retirement
supplement, which increases steadily from 65 to 70, and there are retirement
qualifications, which limit both hours of work and earnings for persons who"
claim the retirement pension during these five years. In the United States the
insurance benefit increases automatically by a small amount for each year of
covered employment, and there is also a restriction on earnings in covered
employment of retired persons receiving the insurance benefit.

Where assistance is provided subject to a means test, either as the main
income maintenance program or as a supplement to the basic program, the means
test itself encourages deferred retirement, and may in many instances act as a
retirement condition, since it limits the outside earnings of a pensioner. In
Denmark, however, deferred application for a means test pension is further
encouraged by means of special supplements.

Reswdence and Citizenship Qualifications

In Denmark and in Sweden old age benefits are payable only to citizens, but
there is no residence requirement. In the other countries the residence qualifi-
cation is more important. In Canada and New Zealand there is no ecitizenship
qualification; residence in Canada is twenty years; in New Zealand it is ten years
or twenty years depending on whether or not the applicant for pension was
resident in New Zealand on March 15, 1938. :

Under the insurance program in Great Britain compulsory insurance begins
for new comers after twenty-six weeks’ residence. Neither Great Britain nor the
United States requires citizenship for its insurance program and there is no
legal residence qualification for the receipt of benefits, but the contribution
requirements establish an effective residence qualification of three years in Great
Britain and of at least a year and a half in the United States.

Means test assistance in Australia, Great Britain, and the United States is
subject to both residence and citizenship qualifications. In Australia the
residence requirement is twenty years, and the applicant must be a British
subject. In Great Britain residence is twelve years or twenty years depending
on whether the applicant is a natural born British subject or a naturalized British
subject of ten years’ standing. Persons who have been naturalized for less than
ten years are ineligible. In the United States the combination of residence and
citizenship qualifications varies according to state law within certain general
limits set by the federal government.

Revenue

Only Canada and Denmark finance their old age security programs entirely
from general revenue. Australia derives all necessary revenue from earmarked
soclal security taxes, as does the United States insurance program, but in both
cases there is a commitment for appropriation from general revenue if necessary.
In Sweden, Great Britain and New Zealand, a combination of earmarked con-
tributions and general revenue is used to finance old age security programs.
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The proportion formed by contributory revenue is high in New Zealand; in
Great Britain it is high but will decrease to some extent in the years ahead;
in Sweden it is low.

Where there is an earmarked social security tax on individuals, the form
of the tax varies considerably. In New Zealand, it is a flat percentage on total
income; in Sweden, a flat percentage on income tax assessment; and in Australia,
a graded percentage on total income, with exclusions for persons with incomes
below certain limits. Great Britain levies a flat rate contribution.

In addition to the security tax on individuals, some countries impose ear-
marked taxes on employers. New Zealand uses a flat rate percentage tax on
net company income; Australia has a flat percentage on payroll with certain
exclusions; Great Britain takes a flat contribution from employers in respect
of each employee.

The United States insurance program is financed by equal contributions from
employers and employees, levied as a percentage on that part of all wages and
salaries under a fixed limit.

In most countries, contributions on wages and salaries are collected at the
source together with and in the same manner as income tax. Similarly, in most
countries, contributions on other income are collected through income tax
machinery. This procedure is followed in Australia, New Zealand, Sweden and
the United States. In Great Britain the traditional method of making insurance
contributions through the purchase of stamps at post offices has been retained.

In programs which are financed from general revenue, there is no direct
relationship between contributions and benefits. Of the countries which have
introduced specially earmarked taxes, Australia, New Zealand and Sweden do
not relate these taxes to benefits in any way. In the insurance program in Great
Britain, benefits are related to contribution records, but the relationship is not -
a direct one. In the United States insurance program, detailed wage records
must be kept for benefit purposes. It may be concluded that the principle of
earmarking taxes for old age security programs does not necessarily involve the
keeping of individual contribution records or a direct relationship between
contributions and benefits.

Administration

The administration of universal flat rate benefits in Sweden and in New
Zealand is on a national basis. Administration is relatively simple; eligibility
is readily determined and payment of benefits is automatic. In both cases
contributions are collected at the source through income tax machinery. There
is no relationship between benefit and contribution, and there is no need to
maintain individual contribution records.

On the other hand, the insurance programs in both the United States and
Great Britain require more complex administration both in the calculation of
benefits and in the accumulation of revenue. In the United States the rate of
benefit is based on the wage record and quarterly wage records must be kept
for every individual who at any time enters covered employment; further, a large
reserve fund, now eleven billion dollars, in itself poses administrative and other
problems,

In Great Britain, insurance contributions have been made traditionally
through the purchase of stamps at post offices and the maintenance of individual
insurance books. This method involves considerable difficulties in administra-
tion; in particular it forces employers to keep individual contribution records.
The amount of benefit is related to the contribution record and benefits are
paid through post offices.
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. Assistance programs necessarily raise serious administrative problems.
Eligibility and amount of benefit are determined by a complicated procedure
which inevitably involves a degree of subjective discretion at some level of
administration. The means test can be standardized to some extent because
there is a flat maximum benefit, but the needs test, as used in the United States
assistance program, implies that there will be a different benefit calculation
for each individual. In such a program there is, of course, no relationship
between contribution and benefit; even where an earmarked contribution is used
to finance the costs of the program no record need be kept.

It will be seen that from the benefit side, the universal flat rate pension is the
easiest to administer. On the revenue side, where earmarked contributions are
used they can be collected for this specific purpose through existing tax
machinery so that the financial administration becomes an extension of the
collection of general revenue. Only the insurance programs involve the keeping
of individual records and the establishment of a procedure for determining in
each individual case eligibility for and amount of benefit on the basis of previous
contributions.

Pay-As-You-Go and Reserve Funds

0ld age security programs in all the countries under review are financed
essentially on a pay-as-you-go basis, with the exception of the United States
insurance program, which maintains a modified actuarial reserve.

Canada and Denmark finance their means test programs entirely from cur-
rent revenue. No fund is established and no reserve is maintained. New
Zealand and Sweden use the mechanism of a fund to finance a number of pro-
grams, including old age security, but maintain only contingency reserves
(enough to meet unforeseen contingencies for one year). New Zealand does not
accumulate a reserve even though the cost of superannuation benefits increases
each year as the benefit rises. '

In Australia, the National Welfare Fund is used to finance several
programs, including the means test age pension and unemployment benefits.
The Fund maintains a reserve which at the present time is large enough to
meet all its expenditures for one year. It appears that the reserve is held as a
cushion against such contingencies as a fall in revenue from taxation and a
rise in unemployment benefits in case of fluctuations in the level of employment.
There is no evidence to indicate that a large reserve is being built up in order
to meet future increased expenditure on age pensions. Moreover, the govern-
ment which set up the National Welfare Fund indicated that it was prepared
to underwrite the Fund if necessary.

In Great Britain a reserve fund was created from the assets of former social
wecurity programs now superseded. When the National Insurance Program
was established, a certain amount of the accumulated capital was transferred
from this reserve fund to the National Insurance Fund, which is a current
account used for several social security programs. The interest from the reserve
fund is paid annually into the National Insurance Fund, and there is provision
for further transfers of capital when necessary, through resolution of the House
of Commons; but since the initial transfer the program has been financed
entirely from current revenue on a pay-as-you-go basis.

The United States insurance program was originally established on the
basis of a full actuarial reserve. There has been opposition to the accumulation
of large reserves and the requirement of an actuarial reserve was deleted from
the Social Security Act by the 1939 amendment. It was hoped that the program
would be financially self-sufficient but, in 1943, provision was made for an
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appropriation from general revenue when necessary, because the fund was
operating at an actuarial deficit. There is still opposition to the reserve prin-
ciple, as illustrated by the Curtis minority report on H.R. 6000, the bill which
would revise and extend the insurance program. However, the majority in both
House and Senate Committees examining H.R. 6000 continue to adhere to the
modified reserve principle,! and the bill would remove the provision for appro-
priation from general revenue, thus committing the insurance program to
permanent financial self-sufficiency. :

From the evidence of the countries studied it appears that there is a growing
tendency to finance old age security programs on a pay-as-you-go basis. The
payment of social security benefits in any given year is essentially a transfer
of goods- and services produced by the country in that year to a special group
within the population, in this case the aged. .Thus the real burden of main-
taining the aged in terms of goods and services must be met out of current
production each year, and it has been argued that the pay-as-you-go approach
is a realistic method of financing an old age security program.

1 It is of interest to note, however, in this connection that in June 1950, the United States
Senate, in giving its approval to the report of the Senate Finance Committee on H.R. 6000,
also gave unanimous approval to a vote of $25,000 for a two-year study of the possibilities of
universal coverage and of pay-as-you-go financing of the old age insurance program.



638 HOUSE OF COMMONS 14 GEORGE VI

CHAPTER III

REPRESENTATIONS FROM THE PROVINCES

In response to a request to the provincial Ministers of Welfare to furnish
information which might be helpful to the Committee, replies were received
from seven Ministers; no comments were received from those of New Bruns-
wick, Prince Edward Island or Quebec. The Welfare Ministers of Newfound-
land, Ontario, Saskatchewan and Alberta forwarded briefs dealing with problems
arising from the administration of the program and making certain recommen-
dations. In the case of Newfoundland, difficulties which have arisen in the
administration of the means test and in equating provincial aid to other
dependent groups with the federally supported pensions to the aged were
discussed. The communication from the Ontario Minister noted certain diffi-
culties encountered in administering residence qualifications and the means test,
indicated the government’s support of a universal pension payable at 70, and
expressed the view that a contributory scheme without a means test might be
possible. The Saskatchewan and Alberta Ministers mentioned different admini-
strative difficulties which have arisen in those provinces. The Manitoba and
British Columbia Ministers forwarded copies of resolutions passed by the
provincial Assemblies calling for early consideration of the 1945 Dominion
Proposals, and, with the Minister of Public Welfare for Nova Scotia, expressed
a desire to co-operate with the Committee and to supply such information as
might be requested. A communication was also received from the Council of
the Yukon Territory requesting an increase in allowable income from $120 to
$360 per annum, in addition to pension. The more extensive of these briefs
are summarized below.

NEWFOUNDLAND

The Minister of Public Welfare pointed out that prior to Confederation,
pensions were paid to persons aged 75 years and over at the rate of $6 a
month to a single pensioner and $10 a month to a married pensioner. The
widow of a pensioner could qualify for pension only if aged 65 or over at the
time of the pensioner’s death. At the time of Confederation with Canada, new
legislation was enacted, and an agreement between Newfoundland and the
federal government to pay a $30 monthly pension became effective April 1, 1949;
the existing agreement, which raised the pension to $40, came into force April 1,
1950. During the first year of the federal-provincial program, 11,283 persons,
or 88-4 per cent of an estimated 13,400 in the province aged 70 and over,
qualified for either full or partial pension. ~ The average pension paid was
$29.57. Newfoundland does not provide a supplementary allowance, but a
provincial pension of $25 per month is paid to certain persons aged 70 and
o;’er who do not meet federal requirements, particularly with regard to proof
of age.

The Minister also made a number of personal comments on problems
connected with the existing program. Difficulty is encountered in determining
the extent of income, especially in occupations such as fishing, where income
fluctuates from year to year. Strict enforcement of the means test tends to
encourage devices which cannot be regarded as wholly honest. The allowable:
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income ceiling is felt to be too low and certain pensioners already receiving
a very modest industrial or government pension can qualify for old age pension
only in an amount insufficient to meet their needs. An equitable evaluation
of property is particularly difficult in Newfoundland because reliable standards
of evaluation are lacking in many areas. Certain difficulties attending increase

~ in pension rates since Confederation are also noted. Because of increases in

the amount of old age pension the province has found it necessary, if a balanced
welfare system is to be maintained, to effect increases in payments to other -
dependent groups. In addition, a monthly allowance of $40 represents a con-
siderable sum in an outport of Newfoundland and the $80 received by married
pensioners is out of line with average normal earnings. The possibility of a
flexible scheme was suggested, under which the needs of all dependent groups
could be considered, and federal aid could be applied in a manner best suited
to over-all welfare requirements of the province. :

ONTARIO

The Minister of Public Welfare for Ontario stated in his reply that the
government of his province favours a universal pension payable to persons 70
years of age and over. It believes contributory old age security without a
means test might be possible although it would take time to implement such a
plan. In the interim the existing scheme might be improved in a number of ways.

In a memorandum accompanying the Minister’s letter, it was pointed out
that existing residence requirements tend to disqualify applicants who are
unable to provide acceptable evidence of extended residence in Canada. A lesser
period of continuous residence would suffice, and yet provide adequate safeguard
against abuse.

In addition, it was claimed, that income limits discourage attempts to
attain higher standards of living. The aged person who could obtain part-time
or seasonal employment is so restricted in the amount he can earn while retaining
pension that he finds it impracticable to accept work. If a maximum income
limit is to be incorporated in any pension scheme it should provide for an
outside income, in addition to pension, at least equivalent to the amount provided
for in the Act prior to the last amendment.

It was suggested that Section 9(1) of the Old Age Pensions Act, which
forbids transfer of real or personal property for the purpose of qualifying
for a higher pension, is used so little that it should be excluded. The view
was expressed that application of this section causes long administrative delay
while the pension authority obtains evidence to indicate whether the applicant
has transferred his property in order to qualify for pension.

Finally the memorandum stated that Section 9(2) of the Old Age Pensions
Act, which relates to recoveries from estates of deceased pensioners, deters
many persons from applying for pension but actual recoveries represent less
than one per cent of total expenditure and do not warrant the retention of the
section.

SASKATCHEWAN

The Minister of Social Welfare and Rehabilitation for Saskatchewan:
submitted a memorandum with respect to the Department’s experience in the
administration of old age pensions. It was pointed out that in an agricultural
province the application of the means test requires a large field and office staff”
to determine eligibility from year to year. Extensive knowledge is required of
changing prices for livestock and grains, production costs, land values, and!
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many other complicated facts; and difficult administrative problems are created
by requirements of proof of age, transfers of real and personal property, assess-
ment, of the value of shelter, recoveries from estates, and interprovincial charge-
backs. Other special problems with respect to the determination of income
are caused by payments under the Prairie Farm Assistance Act, deferred pay-
ments to grain growers by the Canadian Wheat Board, mortgage payments and
se on. Cancellations and adjustments in calculation of income cause very
considerable hardship as over-payments must be recovered, regardless of the
pensioner’s ability to live on a reduced amount during the process of recovery.
The present maximum award of $40 a month does not meet living requirements
in the province.

ALBERTA

The Deputy Minister of Public Welfare for Alberta raised the problem
of old age pensioners maintained in homes and institutions, as an example of
the type of question which might receive consideration. In Alberta the
approximate average maintenance cost in institutions is $95 monthly, which
includes $5 per month allowance to the pensioner. Of the total cost, the
federal share is $30, the provincial $42.50, and the municipal $22.50. In addi-
tioh, Alberta provides hospitalization and treatment services to all old age
pensioners and their dependents.
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CHAPTER IV

BRIEFS AND TESTIMONY OF ORGANIZATIONS

The Committee studied briefs on old age security presented by a number
of organizations, and heard testimony from representatives of eight of the
larger organizations. Briefs and testimony are summarized in this Chapter,
which includes evidence from I"Union Catholique des Cultivateurs; the Canadian
Congress of Labour, the Trades and Labour Congress of Canada and la
Confédération des Travailleurs Catholiques du Canada; the Canadian Chamber
of Commerce, the Canadian Manufacturers’ Association and the Canadian Life
Insurance Officers Association; and the Canadian Association of Social Workers
and Canadian’ Welfare Council. In Section 1 the principal features of briefs
and testimony are presented; in Section 2 a comparative analysis is given.

1. SUMMARY OF BRIEFS AND TESTIMONY

Agricultural Organizations

L’Unton CatHOLIQUE D=Es CULTIVATEURS

L’Union Catholique des Cultivateurs recommended that the age of eligibility
for pension be lowered from 70 to 65, that the means test regulations be broadened
and that amount of pension be adjustable to meet variations in living costs.
The witness for ’Union, in giving testimony, stated that first priority should be
given to lowering of the age limit and second to broadening of the means test.

In considering a supplementary measure to the basic means test pension
I"Union stressed the difficulty, in so far as the agricultural population is con-
cerned, of establishing a universal compulsory program and suggested, as an
alternative, that a voluntary contributory program might be developed through
utilization of Canadian government annuities. To encourage participation in
the voluntary scheme, the organization suggested that the government might
consider subsidizing the cost of annuities.

Basic Universal Pension

Amount of Pension. 1’Union approved the upward adjustment of pension
rates which has taken place since 1927 and endorsed the principle of'adjusting
pension in accordance with cost of living levels. It considered the existing
$40 pension to be fair at the present time, subject to adjustment of age and
means qualifications as recommended.

.Age Requirement. The organization pointed out that many persons aged
from 65 to 70 are unable, under modern intensive mechanized methods, to
carry on farming operations. In addition, in the case of many older persons
engaged in agriculture today, intensified activity during the war years and the
introduction of new and unf#miliar machinery have hastened the advent of
old age. L’Union accordingly recommended that the minimum pension age be
lowered from 70 to 65 years.
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Means Test. On the assumption that the means test would remain a
~ condition of eligibility for pension, the organization proposed that regulations
governing the test should be broadened to permit ownership of personal assets
of a value up to $10,000, the income from which should not be taken into
account when determining the amount of pension. While 1'Union had not
explored all the implications involved in abolition of the means test, and felt
some doubt as to whether this would be possible from the point of view of
costs, the witness stated that he would support its removal in the case of
persons aged 70 and over, as the costs of universal pensions for this group
would not greatly exceed those that would be incurred under the liberalized
means test proposed by 'Union. However, in the opinion of the witness the
test should be retained for pensions paid to the 65 to 69 age group.

Financing the Program. While no specific proposals were made in 1’Union’s
brief concerning the financing of the basic pension, the witness stated that a
possible method would be through sales or other indirect tax, together with a
social security tax collected from all but the lower income groups.

Admimistration. L’Union recommended that the basic means test pro-
gram should continue to be administered on the existing federal-provincial
basis.

Contributory Insurance Program

While I’Union was not opposed to the contributory principle, it expressed
the view that, if applied on a compulsory basis, certain difficulties would arise
in the case of farm workers, because of difficulty in arriving at an exact
assessment of income, the instability of farm income, and complications with
regard to the verification of returns and the collection of contributions.

It recommended that, as a supplement to the basic minimum pension, pro-
vision be made through government annuities for persons whe desire to
purchase additional pension rights, and that the government should study the
possibility of increasing its contribution to these annuities, so that the state
could more effectively aid individual effort and assist persons unable to
provide for old age through private annuities.

Labour Organizations

THE CANADIAN CONGRESS OF LABOUR

The recommendations of the Canadian Congress of Labour concerning old
age security were prepared by the Executive Council of the Congress. They
constitute part of the over-all social security policy of the organization, which
calls for establishment of a comprehensive program covering old age pensions,
health services, and sickness, disability and other benefits. The Congress, in
previous representations to the federal government for the implementing of
this program, had laid special stress on the necessity of adequate provision for
the aged and its brief emphasized both the necessity of state welfare measures,
as an inevitable concomitant of industrialization and urbanization, and "the
difficulties that face the worker today in providing for his old age.

The existing Old Age Pensions Act was criticized on three major points;
the means test, the age requirement and the ameunt of pension. In answer to
a question on priorities, the witness testifying for the Congress stated that, if
these three criticisms could be met only in order of relative urgency, he would
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assign first priority to abolition of the means test, second to lowering of the
gge qualification and third to increase in the amount of pension. Variations
in the application of the Act, as between provinces, were also criticized.

The Congress recommended the establishment of a universal basic federal
pension of $50 a month as of right, payable at age 65 and increased annually
by a cumulative national productivity bonus of two per cent. To supplement
the basic pension it recommended a contributory insurance pension with
graduated contributions and benefits, and, in addition, a means test assistance
program for persons unable to qualify for pension, or for sufficient pension
to meet their needs. In addition, certain basic amendments to the Government
Annuities Act were proposed. The brief was divided into two parts, the first
dealing with government pensions, the second with employee pension plans.

Basic Universal Pension

Amount of Pension. The existing $40 monthly pension was criticized as
insufficient to maintain life in comfort and decency, and as quite unjustifiable
at a time when the national income is nearly $13 billion. ;

The Congress contended that the proposed pension of $50 represents a
moderate amount and should be paid universally, at a flat rate. Variations in
living costs between different areas could be offset to a large extent by a suitable
housing program. The organization stated that right to pension should not be
contingent upon retirement.

To obviate the possibility of the pension remaining fixed in amount while
economic conditions changed, the Congress suggested a two per cent cumulative
annual increase in pension. This recommendation was based on the assumption
that national productivity increases continuously at a rate averaging about two
per cent annually over a long span of time. The organization argued that the
increase would have the further important effect of enabling pensioner purchasing
power to keep pace with the volume of goods and services being made available.
The use of a sliding cost of living bonus was rejected by the Congress because
of its tendency to freeze the amount of pension, and to tie the beneficiary to a
standard of living which may no longer exist, and because it represents only
an average based on a rigid pattern of consumption.

Age Requirement. The Congress expressed the view that the age require-
ment of 70 or over is onerous by any standard, and recommended that pension
be payable at age 65. It cited illustrative statements from the Bank of Nova
Scotia Monthly Review, February 1950, and the Labour Gazette, November
1949, concerning employment difficulties faced by older workers today; a state-
ment made by Louis I. Dublin, Vice-President, the Metropolitan Life Associa-
tion, that in the United States close to 40 per cent of older persons suffer
economic hardship due to present high living costs; an estimate of the Annuities
Branch, Department, of Labour, that 45 out of every 100 average Canadians who
start to work at age 25 are dependent at age 65; and the fact that 73-3 per cent
of Canadian old age pensioners are receiving the maximum assistance available
under the Act. These examples were supported by comparison with other
countries, where pension generally commences at age 65 for men, and in many
cases at age 60 for women. In terms of employment opportunity and the degree
of indigence or near indigence among the aged, 70 was thus considered by
the Congress to be too high an age for commencement of pension.

Means Test. The Congress recommended that the means test be abolished.
The test was criticized on a number of points: that is discourages thrift and
encourages dishonesty; that it places an undesirable stigma of indigence on
persons receiving pension and subjects recipients to a scrutiny which is demean-
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ing, intrusive and damaging to self respect; and that it causes wide variation
between provinces in assessing the value of board and shelter, property and
other income factors, so that pensioners in identical circumstances but in different
provinces may receive substantially different amounts of pension. The Congress
pointed out that, in effect, there are eleven different pension jurisdictions where
there should be one, as with unemployment isurance. ;

Financing the Program. The Congress stated that the total cost of paying
a $50 monthly pension to all persons age 65 or over, irrespective of means, would
be about $660,840,000 in 1951. It believed that this would be offset in part by
about $110 million federal and provincial expenditure under the existing program,
by an additional amount that could be realized through elimination of the
special $500 tax exemption now allowed to persons over 65, and by the amount
that would be recovered from pensioners through income tax. It estimated that
the net additional cost of the recommended program would therefore be about
$500 million, or less than 4 per cent of the $13,000 million national income. It
also expressed the view that any future increases in the proportion of pensioners
to population would be more than offset by increases in the national income.

The Congress suggested the following ‘methods for the financing of the
program, though it did not specifically recommend any one method, or combina-
tion of methods. Restoration of corporation income tax to wartime levels would
bring in well over $300 million. Graduated increases in personal income tax
rates, averaging 25 per cent, would collect over $125 million. In addition, the
Congress stated that it would not oppose a lowering of exemption levels for the
specific purpose of financing old age pensions. The witness expressed his belief
that the great majority of members of unions affiliated to the Congress would
be prepared to meet these costs, in part through lowering of income tax exemp-
tion or, as part of a comprehensive social security program, through intro-
duction of a social security tax extending downward to low incomes.

Admanistration. The Congress recommended that the program be admini-
stered by the federal government.

Contributory Insurance Program

Assuming the establishment of a universal $50 basic pension as of right, the
Congress considered that the next logical step should be the establishment of a
supplementary scheme of contributory pensions, as universal as possible in
application, under which both contributions and benefits would be graduated on
the basis of income. The witness for the Congress favoured an actuarially
sound reserve fund rather than a pay-as-you-go program. The Congress rejected
the flat sum benefit for this program as it would tend to be tied to the lowest
incomes and as better paid groups would face an unduly drastic cut in living
standards. The scheme would be supported on a tripartite, government-
employer-employee, contribution basis and the Congress accepted the fact that
costs of administration would be relatively heavy. The witness suggested that
the total amount which would be payable under the combined basic and contri-
butory pensions might equal the $100 pension which the Congress has been
endeavouring to obtain through employee pension plans.

Assistance Program

To meet the needs of contributors who would be too old to build up adequate
pension rights through the contributory plan, or for whom the basic pension
plus entitlement under the contributory program would be insufficient,” the
Congress recommended the payment of assistance on a means test basis. The
use of a means test was justified by the organization in this instance as minimum
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needs would already have been covered. The Congress contemplated that, over
a period of years, assistance costs would become stabilized at a relatively low

figure.

Employee Pensions

The Congress stated that with its affiliated unions it is now pressing for
employee pension plans for two reasons: the absence of any government
program considered to be adequate, and the belief that the employer has an
obligation toward the employee beyond the payment of wages. Assuming the
establishment of an old age security program, as recommended, it considered
employee pensions as largely limited to providing a useful supplement for
long-term employees.

Two considerations governed Congress policy in regard to employee schemes.
First, it argued that pensions should be non-contributory in character, because
employer contributions may be regarded as deferred wage payments liable to be
terminated through bankruptey or weakened through lack of funds, and because
company schemes are invariably qualified by considerations such as eligibility
and past service which tend to.limit both the pension rights and the freedom
of the employee. Secondly, it contended that administration should be shared
equally by management and by employees through their union. Since employees
are bound by the terms of the pension scheme, and because the scheme, as a
form of wage, becomes a condition of employment, the Congress suggested that
the employee pension properly falls within the area of collective bargaining.
Congress policy calls for administration by Boards of Trustees composed of
equal numbers of union and management representatives, under an impartial
chairman.

The Congress would be prepared to recommend that the Annuities Branch
of the Department of Labour be used as the vehicle for the administration of
employee pensions were it not for certain features of the Government Annuities
_ Act which are considered to be unduly restrictive in relation to Congress policy.
These are: the employer alone and not a Board of Trustees may enter into a
contract for his employees; the maximum pension of $1,200 a year payable under
the Act makes it necessary to enter into supplementary contracts with other
agencies; if separation takes place before retirement, no cash rebate is possible
since the employee must accept a paid up annuity for his vested right, and his
element of choice is thus restricted; and the Act and its regulations are un-
necessarily restrictive and rigid, e.g., supplementary disability pensions may
not be included in a contract.

The Congress recommended that the Government Annuities Act be amended
to meet these problems and that it preferably be administered by a crown
eompany so that the required flexibility could be obtained.

THE TrADES AND LaBoUR CONGRESS OF CANADA

The brief of the Trades and Labour Congress of Canada, was prepared by
the Executive Council of the Congress on the basis of decisions or resolutions
adopted at national conventions.

In its introduction the Congress expressed the hope that comprehensive
social security legislation would be adopted during the present session, and
summarized a memorandum, presented to the government on March 9th, 1950,
urging the enactment of an all embracing Social Security Act to provide, on a
universal contributory basis, for a comprehensive health insurance program;
for non-means test, federally administered $60 old age and blind pensions,



646 HOUSE OF COMMONS 14 GEORGE VI

payable at age 65 for men and age 60 for women; for mothers and widows';
allowances administered on a national basis; and for unemployment, insuranpe .

to be integrated into the proposed comprehensive social security program.

The history of old age income security plans and other social security
measures in Canada was traced and the growth of private pension plans noted.
While not officially opposed to employee pension plans, the Congress is opposed

to their acceptance as a basic old age security measure and, for a number of
reasons, is concerned about their growth. The Congress contended that while
employee plans have provided some protection to those able to benefit from them,
they have also created great difficulties. They tend to immobilize the labour
force and to reduce the economic freedom of the individual; their financial
soundness depends on the hiring of young people and, where an employee plan
is in effect, hiring policy must be geared to it; persons engaged in seasonal
occupations cannot benefit; marginal undertakings cannot support the cost.

The Congress stated that a universal pension to provide comfort and security is

necessary if employment is to be based on skill and ability and not to be
influenced by the ease with which a person can be fitted into a pension scheme.

The Congress recommendations were divided into these concerning old age
pensions, and those concerning other supplementary services for the aged.
Recommendations concerning services for the blind and disabled were also made.

Old Age Pensions .

Amount of and Qualifying Conditions for Pension. The Congress recom- -

mended a universal old age pension, to be paid irrespective of means or whether
retirement_has taken place, at the rate of $60 per month to persons aged 65 and
over. Fifteen years’ residence in Canada was the only qualifying condition
recommended by the organization. The pension was set at $60 because the
Congress felt that this is the minimum amount required to keep a person aged
65 or over in a state of health and decency, and because the rate should be high
enough to preclude the need for employee plans. The proposed amount was not
regarded by the Congress as excessive at a time when average labour income is
$108 a month. The organization suggested that the amount of pension could be
inc¥e(iilsed or decreased if it were reliably established that living costs had risen
or fallen. :

Financing the Program. The comprehensive social security scheme recom-
mended by the Congress, would be financed on a pay-as-you-go contributory
basis, with the cost of old age pensions being met by an assessment on personal
income. The Congress on a number of occasions has endorsed the contributory
principle and condemned financing by indirect taxation.

Costs of the recommended old age pensions program were estimated at
$720 million annually, on the basis of an estimated 1,006,000 persons aged 65
or over in Canada in 1949. If personal income in Canada is $12,495000, as
estimated for 1949, then allowing for certain non-taxable income, estimated to
be about $2,500 million, net taxable income for purposes of old age pensions
would be $10,000 million. The Congress suggested that a six per cent or possibly
slightly higher social security contribution levied on this amount would provide
an annual revenue of $600 million. The difference between this sum and the
estimated cost of $720 million is equal to the combined federal and provincial
expenditure of $120 million under the existing old age pension program. The
Congress pointed out that if this latter amount were to be raised entirely by
the federal government from general taxation it would provide for partieipation
in the program by those whose incomes were too small to be affected by a general
social security contribution.
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Because pension payments would be relatively rigid as compared to the
amount of contributions, which would fluctuate in accordance with economie
conditions, the Congress suggested that a reserve fund might be built up by
setting aside in each year a small sum, equal to one or two per cent of total
pension payments, and that the fund and its administration be reviewed and
ad]usted by Parliament every ten years.

Administration.  The Congress recommended that the basic old age pension
program be administered and financed entirely by the federal government,
though the provinces might still pay supplements.

Other Services for the Aged

Medical and Hospital Services. The Congress proposed that pending and
after the establishment of a national health service, old age and blind pensioners
and their dependents should be provided with complete free medical and hospital
care, including care for mental illness.

Housing. The Congress submitted that consideration should be given to
provision, on a low rental basis, of special living quarters for the aged, where -
they would live in proximity to their families, with special accommodation for
married couples.

Recommendations Concerning Blind and Other Disabled Persons

The Congress proposed that pensions to the blind should be paid at age 18
instead of 21. It considered that any increase in old age pensions should be
applied to pensions to the blind, and that pensions should be extended, on the
same conditions, to other disabled persons.

LA CoNFEDERATION DES TRAVAILLEURS CATHOLIQUES DU CANADA

The recommendations of la Confédération were based on resolutions adopted
at the last annual congress and emphasized labour’s interest in and desire for
increased social security measures. Due to the absence of its officers on official
business, la Confédération was unable to send representatives to testify on its
brief before the Committee. The organization was interested primarily in union-
negotiated employee pension plans, and in ensuring that the worker, through his
union, is enabled to participate in the administration of the plan. La Confédéra-
tion expressed the belief that an important concern of the state should be to
ensure that negotiation of employee pension plans is accepted as an integral part
of collective bargaining. Since such employee pensions could never cover all
real needs, it would be necessary that the state meet the remaining needs. Thus,
state old age pensions were regarded as a measure complementary to employee

pension plans.
<

Employee Pensions

La Confédération expressed the view that the social security structure should
be built around the union-negotiated employee pension plan. It stressed the
important role that should be played by the workers’ professional association
in negotiating employee plans, and the necessity of providing that the worker
might, through his union, participate in their administration. The organization
proposed that the state should ensure that the negotiation of pension plans is
included as an integral part of collective bargaining, and that, where such plans
exist and provide advantages not less than those offered by state plans, the
worker is compelled to participate before he can apply for any government
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pension. La Confédération added that if any contributory state plan is adopted
the worker should not be obliged to contribute 'if already contributing to an
employee pension plan which provides comparable benefits. A

. Basic Universal Pension

Amount of and Qualifying Condition for Pension. As employee pension
plans could not however, cover all employed persons or all industries, a universal
state pension was felt by la Confédération to be necessary as a complementary
measure. The organization proposed that the state plan should provide a mini-
mum pension which, taking present living costs into consideration, should be at
least $50 a month. La Confédération considered that it should be paid at the
age of 65 for men and 60 for women but should not be contingent upon retire-
ment. The organization argued that the means test, which it considered to be
humiliating and to give the impression that a worker must aceept charity after
a lifetime of work, should be abolished.

Financing the Program. Although la Confédération expressed the belief
that if priority were given as suggested to employee pension plans, the costs of
the state program would decrease progressively as coverage under employee
pension plans developed, it estimated that the cost of the recommended state
program would amount to approximately $1 billion in about ten years’ time.
La Confédération expressed the view, however, that a country with Canada’s
wealth is capable of providing its population with this minimum social and
economic security.

Administration. La Confédération expressed its belief that the existing
joint federal-provincial administration has worked excellently and recommended
its continuance. It would like, however, to see the membership of old age pension
commissions broadened to include representatives of labour.

Business Organizations

THE CANADIAN CHAMBER oF COMMERCE

The recommendations of the Canadian Chamber of Commerce were pre-
pared by the Executive Council which was unable to submit them for the
approval of its members, because there was to be no annual meeting of the
Chamber prior to termination of the Committee’s hearings.

The Council recognized a growing public demand for increased measures
of old age security and suggested that, if the Canadian people are willing
to meet the cost, a universal basic pension of $30 a month be paid without
means test to all Canadians aged 70 and over. The pension proposed by
the Council should be administered by the federal government and financed
from current revenue. No specific proposal was made as to how the amount
required to finance the program should be raised, but it was suggested, in
testimony, that both direct and indirect taxation should be employed.

While concerned about the present high taxation level, the Council stated
that if there is a general desire for universal pension, ways and means for its
implementation should be explored. However, because of the present budgetary
position, increasing defence costs, the effect of foreign trade on domestic pros-
perity, and uncertainty as to the extent to which the Canadian people are able
and willing to meet the costs of old age security, the Council suggested that
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any plan adopted at this time should be of an exploratory nature, especially
in view of the tendency of expenditures of this kind to increase over the years,
and to become a fixed and rigid recurring cost.

Noting that security may be attained through individual savings, insurance
or employee pension plans, and voluntary welfare and assistance services, as
well as through state financed plans, the Council expressed the view that
whatever program is adopted should be so designed as not to discourage thrift,
personal incentive or the individual sense of responsibility to provide against
those risks that can be met personally. The Council considered that any
integration of the various industrial retirement schemes ‘with the proposed
universal pension program should be left to the choice of industry.

Universal Basic Pension

Amount of Pension. In proposing a $30 monthly pension the Council had
in mind the spending of between one and two per cent of the national income.
While it was admitted in testimony that a $30 pension was low, the Council
expressed the belief that revenue to finance a higher pension could not be
raised, taking into consideration the present budgetary position, rising defence
costs, uncertain foreign trade conditions, and existing high levels of taxation.
However, it emphasized that the amount proposed is tentative and exploratory,
and could be reviewed after a period of administrative experience. No future
decrease in the proposed $30 pension was contemplated by the Couneil.

The basic pension recommended by the Council was envisaged as a basie
minimum, the payment of which by the federal government would not exclude
the possibility of supplementation by provincial governments. Under the
scheme proposed by the organization, some pertion of the pension paid to those
in the high income group would be recovered through taxation.

Age Requirement. The Counecil, in recommending a basic universal pension
at age 70, had in mind that the cost of universal pensions below that age would
mount alarmingly. In considering the ageing of the population and increased
life expectancy, one witness particularly emphasized the older persons should
remain in productive employment, even up to age 70 and beyond, and stressed
the important responsibility of business and industry in this regard.

No recommendations were made concerning persons below 70 years of age,
except that they should be given every encouragement to continue in productive
activity. The problem of destitute and incapacitated persons in the age group
65 to 69 was recognized but, as was pointed out in testimony, the question
of incapacitation was considered bevond the scope of recommendations with
respect to old age. However, one witness suggested that incapacitated persons
below 70, or even 65 years, might receive assistance on a means test basis, if
funds were available.

Means Test. The Council recommended the abolition of the means test
i order to encourage elderly persons to continue contributing to the productive
capacity of the country. It considered the test to be diseriminatory, to penalize
the thrifty and to tempt persons to make false declarations of income in order
to secure the maximum benefit. A precedent for the payment of benefits without
test, it was pointed out, had been established under the Family Allowances Aect.

Financing the Program. The program proposed by the Council would be
financed out of - current revenue, specifically raised and earmarked for the
payment of pensions. The Council argued that payment of the proposed pension
should be viewed as a redistribution of the national income, and should be
financed on a contributory pay-as-you-go basis out of current revenue or
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income, rather than through some type of funded reserve. The organization
pointed out that any plan operated by the government under a funded arrange-
ment, particularly where an individual’s contributions are credited to his aceount,
would be open to the danger of high administrative costs, and that a large
fund might be uneconomically accumulated. No recommendation was made as
to the specific tax measures by which the necessary revenues could be obtained
but, since the Council expressed the belief that all Canadians should contribute
out of current income, it was suggested, in testimony, that both direct and
indirect taxes might have to be levied.

Adminmistration. The Council proposed that the program be administered
by the federal government.

THE CANADIAN MANUFACTURERS  ASSOCIATION

The recommendations of the Canadian Manufacturers’ Association were
based on the Association’s previously expressed policy in social security matters;
current thinking of the membership could not be ascertained until the next
annual meeting of the Association.

Because of the problems raised by the ageing of the population, the
Association considered that the question of old age income security would have
to be dealt with on a long-range constructive basis. The Association expressed
the view that the problem could best be met, as it had previously recommended,
through the establishment of a national compulsory contributory insurance
plan under which the amount of benefit is related to contributions and benefit
is paid as a right upon retirement. The Association considered the establish-
ment of such a program to be urgently necessary at this time, because of the
growth of the existing means test program. It contended that the contributory
approach would serve to keep costs within reasonable limits, would eliminate
incentives to thriftlessness and fraud, and would stimulate self-reliance and
independence. The program suggested by the organization would provide a
coverage not possible under employee plans, on which it considered that no
basic social seeurity system could be built, and would allow more industries
to set up employee pension schemes to supplement benefits paid under the
basic national program. In addition, as universal coverage could not be
obtained for some years, it would be necessary in the opinion of the Association
to retain the present federal-provincial means test program, though it would
decline in importance as the contributory program developed.

Contributory Insurance Program

The Association recommended the establishment of a national, compulsory,
contributory insurance scheme, financed through employer-employee contri-
butions, with only the cost of administration being met by the federal govern-
ment. The Association emphasized that coverage of substantially all gainfully
occupied individuals should be the ultimate goal, to prevent the mobility of
workers between covered and non-covered employments from being impeded
and to reduce administrative complications. The Association admitted that
universal coverage might not be administratively feasible immediately, but said
that the scheme should include at least those workers now covered under
unemployment insurance, with every effort being made to extend coverage
further; it considered that any scheme based on employer-employee contri-
butions would be discriminatory to the extent that coverage is not complete.

The Association suggested that the self-employed might be allowed to
enter the scheme voluntarily if administratively feasible; these persons, together
with the vast majority of workers not covered under employee plans, are now
discriminated against in their role as consumers and taxpayers.
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_ Amount of Pension. The pension should be related to the worker’s earnings

in covered employment, as the Association considered that a flat rate uniform
pension was not feasible when wage rates vary widely between different
occupations and areas, as in ‘Canada and the United States.

The Association did not suggest specific contribution or benefit rates. It
recommended however that the contribution rate and benefit formula should be
so constructed as to avoid payments in excess of a “reasonable maximum”.

As part of the program proposed by the Association, pensions, calculated
as a percentage of the pension entitlement of the deceased pensioner, would be
paid to the surviving widow and children. The payment of an additional
benefit to a retired pensioner, on behalf of his wife, was not specifically recom-
mended by the Association; it was suggested in testimony, however, that this
might be done.

The payment of a minimum pension as of right was recommended by the
Association for those persons in covered employment who, at the beginning of
the contributory program would be at, or beyond, retirement age, or so close
to retirement that their contributions would provide only an insignificant
amount of benefit. The amount of the “minimum pension” was not specified
by the Association.

Age Requirement. The Association did not recommend a specific pension-
able age other than that it should be over 65 but not over 70 years for both
men and women. It was recognized by the organization that many industrial
plans retire men at 65 and women at 60 years, and that the United States and
Great Britain set the retirement age for men at 65 years. However, in proposing
that the age limit be well over 65, the Association had in mind considerations
of cost, increasing longevity, the ability of older persons to work longer than
formerly, and the fact that the increased time now required to obtain an
education diminishes the percentage of the population from whose production
the steadily increasing costs of old age protection must be met.

Retirement Test. The Association stated that it would encourage retired
pensioners to continue in occasional or part-time employment, but no contri-
butions should be required from pensioners in respect of such employment, and
their pension should not be reduced, unless earnings exceed a specified amount,
which should be higher than allowable income under the present means test
program. In discussing the administration of the necessary retirement test,
various difficulties were foreseen, and the witness stated that thlc question would
therefore receive further attention by the Association.

Contributions. The insurance scheme proposed by the Association would
be entirely self-supporting, with equal contributions from employers and
employees.. No contribution should be made by the government except for
costs of administration. The Association suggested that, if the self-employed
were included, their contribution rate might well be set at one and one half times
the regular employee rate, as is suggested under proposed amendments to the
OASI program in the United States.

In the opinion of the Association contributions should be levied only on
that part of earnings up to a specified amount, because, as pensions would be
related to the amount of contributions, a limit on taxable earnings was con-
sidered necessary to place a reasonable maximum on the amount of pension.

The Association emphasized its belief that every effort should be made
to facilitate and encourage those workers who are able to remain at work
beyond the retirement age set by the program. Although it recommended that
contributions continue to be payable until actual retirement, it felt that the
amount of pension should increase where retirement is deferred, having regard
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for shorter life expeetancy following such retirement and for the additional
contributions made during the period in employment after normal retirement age.

The Association proposed that contributions of both employees and
employers should be allowable as deductions from taxable income, as with
approved employee plans. As contributions to the program suggested by the
Association would be exempt from taxation, it would follow that pension benefits
should be considered as income for tax purposes.

Method of Financing. The Association  considered that the insurance
program should be financed on a modified pay-as-you-go basis. It argued that
if the contribution rate was set initially at the level premium rate (i.e., the
rate required from the outset to meet all future liabilities in perpetuity), a
large reserve fund would accumulate in the early years and would stimulate
unsound demands for increased pensions, On a straight pay-as-you-go basis,
the Association considered that the contributions required would be very much
smaller in the earlier years of the program, but would have to be set, in the
later years, at a rate higher than the level premium rate. The Association, as
a compromise measure, suggested a policy between a full actuarial reserve
and a straight pay-as-you-go method. The contribution rate would be set a
little higher than immediately required to pay pensions, thus building up a
contingency reserve. As pension payments increased, the Association suggested
that the rates of contribution could be adjusted upward, but at a less rapid
rate than would be required under a straight pay-as-you-go method. The
present method of financing the United States OASI program was suggested
by the Association as an example for Canada.

Admanistration. Under the program proposed by this organization the
difficulties of collecting contributions, and of paying benefits graded according
to contributions, would pose the same type of administrative problems as
under unemployment insurance, and in testimony it was explained that the
Association had in mind the possible integration of the recommended program
with the unemployment insurance program.

Means Test Pension

The Association, recognizing that universal coverage would probably
not be reached for some years, further recommended the retention of a means
test program, either as at present or in an amended form, to meet the assistance
needs of dependent persons age 70 or over who could not qualify for pension
under the contributory program, or who required aid beyond that provided
by the minimum pension. The Association considered that the means test
program should continue to be a federal-provineial responsibility but should
decline in size and cost as the insurance program developed.

THE CANADIAN LireE INSURANCE OFFICERS ASSOCIATION

The recommendations of the Canadian Life Insurance Officers Association
were made on behalf of, and endorsed by, the companies affiliated with the
Association,

While the Association expressed the belief that individuals should be
encouraged to provide for their own security, it was recognized that some can-
not or will not save and must be supported when they can no longer work.
The Association considered that these persons represent the basic problem
to be solved by a federal old age security program and will be the prime
beneficiaries of any old age pension plan adopted.

The Association had considered the present means test old age pension
scheme as against possible alternatives. It contended that while the means
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test has the advantage of keeping costs to a minimum, nevertheless, as the
number of persons qualifying for benefit increases, administrative difficulties
and the detrimental effect on incentives to work and save both increase
correspondingly.

The Association, therefore, believing that the alternatives it proposed would
remove the defects of the present system, recommended that a federal program
of old age security be established, under which benefits at a universal flat
rate would be payable without means test but subject to a reasonable residence
qualification. The Association expressed the opinion that the -pensionable
age should probably be 70 and that benefits should be fixed at a level that
could be met without placing an undue burden on the economy. It did not,
however, recommend any specific amounts. It proposed that benefits should
be subject to partial recovery through income tax and that the program should
be financed in full on as broad and equitable a pay-as-you-go basis as is
possible. ;

Benefits

Universal Flat Rate Benefit. The Association recommended that benefits
should be payable to all older Canadians without means test but subject to a
reasonable residence qualification. It argued that benefits should be payable on
a uhiversal basis because, apart from imposing a means test, this is the most.
practical way to ensure that all who require it receive assistance. No detailed
records are required, no difficulties arise because.of movement between covered
and non-covered employment. A basic floor of old age protection is offered to all
income classes and there is no disecrimination between segments of the population.

The Association urged that benefits should be paid in the same amount
to all. It argued that the benefit should be a flat amount as the state should
not distinguish between economic classes. An additional merit would be that
benefits payable to low income groups would represent a larger proportion of
their normal income, so that those most in need of assistance in old age would
receive benefits nearer their requirements than under a plan providing graded
benefits. The Association argued that flat benefits ensure simplicity and
economy by eliminating the necessity for detailed records of prior coverage
and income.

The Association also expressed the belief that flat benefits would facilitate
the integration of existing employee pension plans. For example, in the case
of an industrial plan providing benefits at an earlier age than the federal plan,
it would be relatively simple for larger benefits to be paid under it until
pensionable age was reached under the federal plan, and a smaller benefit
thereafter, so that an employee would be assured of substantially level benefits
in his retirement years.

While there might be special reasons for the American graded benefit
system, due to wide variations in living costs, climatic or other conditions in
the United States, the Association contended that the adoption of such a
system in Canada would not be in this country’s best interests for the following
reasons:

(a) the function of a federal plan is not to provide benefits related to the
previous economic status of an individual but to ensure, by a method that
encourages thrift and incentive to work, that Canadians will not be destitute
in old age;

(b) graded benefits would entail maintenance of elaborate long-term
individual records; .

(c¢) it is not possible to provide universal coverage when benefits are related
to contributions;
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(d) benefits, under a graded system, would be greatest for that portion
of the population best able to make personal provision for-old age through
normal savings; and

(e) at present, aged persons and those reaching benefit age for many years
to come, would, under a graded benefit scheme, be required to rely, at least in
some measure, on assistance benefits. ,

Amount of Benefit. The Association considered that benefits should be fixed
at a level which could be financed without placing an undue burden on Canada’s
present and future productive capacity. It pointed out that there seems little
doubt that determination of benefit level would be dictated by costs involved
and the financial strain the economy could be expected to bear. The Association
argued that aggregate benefits payable at any given point of time are a direct
“charge on goods and services produced at that time. It pointed out that, if
benefits were too high, recipients would enjoy a purchasing power disproportion-
ate to that of the whole population. As Canadians spent a monthly average of
$65 on goods and services in 1948, and $68 in 1949, the Association considered
it obvious that, apart from the cost factor, benefits should not approach this level
since most beneficiaries, it was believed, possess at least some private resources.

Cost figures were presented by the Association for pensions of $30 and $40
monthly., While the witness suggested in testimony that $40 a month was
perhaps on the high side, payment at this rate would not be opposed by the
Association. However, in the opinion of the organization a benefit rate in
excess of $40 a month would tend to place recipients in possession of purchasing
power disproportionate to the average of the population as a whole.

Means Test. The Association argued that while the means test has an
important effect in minimizing cost, it is difficult to handle fairly except on a
local basis, and benefits are uncertain, as payment depends on the individual
judgment of administrative officials. The test destroys incentive to accumulate
personal savings and to continue working. While the Association agreed that
some form of means test would be required by local authorities in providing
supplementary assistance to needy persons, it considered that the means test
should not in future form part of any federal plan.

Age Requirement. The Association suggested that benefits, if payable to all,
should commence at a specified age which should probably be age 70. The
primary function of federal old age benefits, in the opinion of this organization,
should be to guarantee that no Canadian will be destitute when reaching an age
when no longer able to work, rather than to establish a nation wide plan which
would stimulate the withdrawal from the labour market of persons still able to
produce wealth.” The Association argued that this was of special importance in
view of the increasing aged population and improvements in general health and
working conditions which make it possible for persons to work to a later age
than formerly. The Association expressed the belief that people lead happier
lives if occupied in some suitable way as long as possible, and that they should
only qualify for old age benefits at an age when a substantial portion of the
population is no longer capable of performing useful work.

Residence Qualification. The Association suggested that benefits should not
be paid without a reasonable residence qualification but did not consider itself
competent to specify what the requirement should be. The witness testifying
for the Association stated, however, that he considered the present requirement
too long.

Financing the Program

In discussing methods by which the program could be ﬁnapced, the
Association emphasized and illustrated, by cost figures and contribution rates,
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t]ie extremely high cost of any nation wide plan of old age benefits. It stated
also that under the recommended pay-as-you-go system contribution rates must
rise as the proportion of aged persons in the population rises.

Contributions. In the opinion of the Association, contributions should be
collected on as broad and equitable a base as possible and in such a way that
people would realize they are contributing to the support of the current aged.
It emphasized that contributions should not lose their identity but should be
credited to a special account in the consolidated revenue fund.

The Association urged that the system of contributions be simple from
the point of view both of understanding on the part of the contributor and of
practicality of administration. It expressed the belief that these principles
would be combined in varying degrees by a contribution payable as a percentage
of personal income below a specified maximum, by the contribution of a flat
amount by all adults below benefit age, or by a sales tax levied on a broad
group of items in more or less universal use.

The Association noted the view that employers should share in the payment
of contributions, as they would thus be relieved of part of the cost of providing
adequate pensions for employees, as employees might consider the employer
to be receiving preferential treatment if he did not contribute, and as it is
important to encourage employers to take an active interest in old age security
for their employees. However, the Association considered there is room also
for the view that every Canadian should be liable for his own contribution,
that differentials in rates for the employed and self-employed should be avoided,
and that the employer should not be required to contribute toward a flat pension
when he might still have to establish pensions above the federal floor.

Recovery of Benefit Through Income Tax. From the point of view of cost
and of maintaining equality between working and non-working taxpayers, it
was suggested by the Association that benefits should be recoverable in part
through income tax in the case of recipients having significant income from
.other sources.

Funding vs. Pay-As-You-Go. While the Association agreed that employee
pension plans should be funded on an actuarial basis, it did not consider it
desirable that this practice should be followed in any national old age benefit
plan. The Association argued that under a funded scheme the amount that
would be required for benefits to persons qualifying for pension at the com-
mencement of a national program would be very large and could be raised by
borrowing, but interest charges would have to be paid by the taxpayer, so that
the total amount collected from the population to operate the fund would be
substantially the same, despite this complicated procedure. At the same time,
the Association pointed out that, although the proportion of aged persons is
growing, the rate of growth is insignificant compared to growth in the proportion
of pensioners that may be expected under an employee pension plan. While
it would be possible, in the opinion of the organization, to levy, at the com-
mencement of a national old age pension program, a somewhat higher contri-
bution than would be required for current benefits, in order to stabilize the
contribution rate over the years, it did not appear that the increase in rate to
be expected on account of the increasing proportion of aged persons would be
so serious as to justify the complex accounting that would be involved. The
Association also expressed the view that the accumulation of such a fund would
give rise to demands for increased benefits. In addition, the Association pointed
out that it must be assumed that the state will continue in perpetuity and with
full taxing powers, as opposed to the employer who might not continue indefi-
nitely in business or enjoy perpetual profits.
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The Association also directed attention to the fact that none of the plans
in effect in the United States or Commonwealth countries is funded on a full
actuarial basis and that, in the United States, although the prospective benefit
load will increase very sharply, only a limited amount of funding has been
done and there appears to be little doubt that much higher contribution rates
will be required in future, perhaps supplemented by federal grants from general
revenue.

The Association, therefore, emphasized that it attached great importance
to the necessity of financing in full on a pay-as-you-go basis. It urged that
contribution rates should be fixed over a relatively short period at a level
which, together with anticipated recoveries through the medium of income tax,
would produce an amount approximating closely to the expected cost of the
benefits to be paid during each such period. A simple and clear form of
financing of this type would in the opinion of the Association enable Canadians
generally to form a wise judgment as to the level of benefits that should be
paid.

-

Welfare Organizations

THE CANADIAN ASSOCIATION OF SOCIAL WORKERS

The Canadian Association of Social Workers in its brief approached the
problem of old age security from the viewpoint of its special knowledge of basie
human needs, and more particularly the individual needs of the increasing
numbers of older people in the population today. The Association stated that
the largest factor contributing to social change is Canada’s increasing indus-
trialization, with its consequent changes in family life; living in small homes
and often distant from relations, today’s society of employees is unable to
absorb the shocks of illness, unemployment and old age within the family group
and older people must look increasingly to the community for their security.

The Association argued that all aged citizens, the majority of whom do not
have sufficient private means upon retirement, should be able to look forward
to a predictable income at a given age from a known source, as of right. In the
opinion of the Association, employee pension plans, while useful as a supple-
mentary form of income security to workers with long service, are inadequate
as a basic program because of poor coverage and inequitable benefits. The
Association expressed a fear that the present trend towards employee pensions
would result in serious curtailment of individual freedom through loss of
mobility, and might create a chaotic and extravagant system of administration.

The Association recommended the establishment of-a national compulsory
contributory old age insurance program, under which benefits would be paid
without means test and at a flat rate sufficient to permit a living standard of
health and decency. Comprehensive coverage was envisaged by the Association
although, as the right to benefit would be related to contribution record, diffi-
culties would be encountered in achieving a universal benefit. The Association
recognized the need for supplementation through public assistance, to meet
individual needs beyond those which could be met through the basic benefit.

In addition, while income security against wage loss at retirement was
accepted as a matter of basic importance, the Association emphasized that the
needs of the aged extend beyond mere income requirements, and that provision
for these needs should be an integral part of a comprehensive and integrated
program under which health, welfare and community services would be pro-
vided. The Association stressed the need to encourage and assist older persons
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' to remain in productive employment, and to provide them with medical and
- nursing care and other health services, adequate housing under public and
. private auspices adapted to the individual needs of old people, and special
community services designed to encourage recreational interests and the con-
tinuation of family life. The Association argued that the development of these
‘various services for the aged depends on a larger knowledge and understanding
of older people and their potentialities, on the availability of trained personnel,
and on research in all phases ‘of services for the aged.

Uniform Flat Rate Contributory Penston Program

Amount of Pension. The provision of a uniform flat rate benefit recom-
mended by the Association was based on the belief that, under a contributory
scheme, the amount of an individual’s benefit should not be directly related to
the size of the contribution made. The amount of the benefit was not stipulated
but the provision of sufficient income to permit a living standard of health and
decency was considered essential by the Association. In keeping with its belief
that every effort should be made to maintain older persons in productive
employment, the Association recommended that the contributory scheme should
only depart from payment of a uniform rate of benefit if an additional increment
is given for delayed retirement.

Means Test. The Association recommended the abolition of the means test
on the grounds that, unless administered with great skill by trained workers, the
test can be a humiliating and damaging experience, interfering with the manage-
ment of personal affairs and undermining independence. The difficulties of
effectively administering the test for the large numbers now in need of aid,
unjustifiable administrative costs in proportion to the amount saved, and the
serious delays incurred when persons are in immediate need, were other reasons
advanced by the Association to support this recommendation.

The Association suggested that reasonable employment activity should be
allowed under such a scheme, without reduction in the amount paid; for
example $1,500 is the current income tax exemption for single persons 65 years
and over,

Financing the Program. The Association proposed that the program be
financed through tripartite compulsory contributions from individuals and
employers and from the federal government, through consolidated revenue. The
Association stated that a regular contribution from individuals establishes a
contractual relationship with the government, so that a measure of individual
responsibilty for the cost of benefits is provided, and the risk of extravagant
demands for increased benefit is reduced. In the opinion of the Association, the
contribution would add substantially to the sense of security which is as impor-
tant as adequate pension, and would remove the suspicion, present under any
means test program, that the recipient is in receipt of benefits for which he has
not made some direct contribution. The Association considered that contribu-
tions from employers, on the basis of pay roll, would allow that group to con-
tribute their fair share of the cost without recourse to widespread adoption of
industrial pension plans. The Association expressed the belief that a government
contribution would be required to supplement that of low income groups who
would be unable, without jeopardizing their present well-being and that of their
dependents, to contribute an amount adequate to provide for sufficient pension
to meet their future needs.

Administration. The program recommended by the Association would be
administered by the federal government. The witness indicated it would be
necessary to maintain records so as to establish eligibility (i.e., that a minimum
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number of contributions had been made), but that as the pension would be paid
at a flat rate it would not be necessary to record the amount of contributions on
which the amount of pension was based. No specific recommendations were
made as to how the contributory scheme could be made universally applicable.
However, the Association contended that it would be easier to collect contribu-
tions from a worker as a contributor than as a taxpayer.

Public Assistance Program

The Association strongly urged that more adequate provision be made for
supplementary assistanee than is now available in many parts of Canada. To
meet special individual needs, beyond basic benefit entitlement, the Association
recommended a secondary program of public assistance, based on a needs test.

The Association emphasized that such a program should provide not only
for special income needs, but a variety of welfare services, particularly the
provision of more adequate medical ecare. No method of financing such a program
was suggested by the Association, except that it should not use funds from the
contributory scheme, but should remain a public responsibilty at some level of
government. Since this program would be developed to meet special individual
needs, the Association urged that it be administered by a trained staff capable
of offering skilled case work services.

Other Services for the Aged

The Association said that serious consideration should also be given to the
development and integration of certain community services required for the
aged; for example, it suggested the use of funds available through Central Mort-
gage and Housing Corporation for the development of plans under a wide variety
of public and private auspices, for suitable housing accommodation for both well
and chronically ill aged persons of all income groups. The development of other
community services such as home nursing and housekeeping services, mobile meal
services, recreational clubs, holiday centres and so on, is also important in the
opinion of the Association; these would tend to keep aged persons well and in
their own homes and would therefore reduce costs to the community. The Asso-
ciation proposed that fees for these latter services should be charged according
to ability to pay.

The Association expressed the belief that particular attention should be
given to the establishment of a variety of facilities for medical and nursing care.
A positive approach to medical treatment, general nursing and rehabilitative
services for the chronically ill is required in the opinion of the organization. In
this regard, a form of government subsidy might be made available to licensed
nursing homes, operated by reputable agencies on a non-profit basis and offering
care to minimum income groups.

The Association considered that research would be required on all phases
of individual and community services. To this end, the use of the National
Health Grant Program for research and study of the medical and psychological
needs of the aged was recommended by the organization. In discussion, the
witness for the Association emphasized the necessity for the federal government
to provide leadership, particularly wtih regard to social and medical research
and consultative services in the field of geriatries and some assistance to those
levels of government now providing various social services to the aged. Finally,
since the effective operation of the recommended services would depend upon
the provision of skilled personnel, including doctors, nurses and social workers,
the Association considered it important to provide training through seholarships,
grants and the organization of special courses by appropriate educational bodies.
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THE CANADIAN WELFARE COUNCIL

The recommendations of the Canadian Welfare Council were made on
the basic assumption that comprehensive social security measures are a necessity
in modern society. The Council expressed the view that by protecting the
individual from the major hazards of life against which, except in the case of
a fortunate few, he is powerless to protect himself, these measures increase his
productivity and usefulness to the community through removal of the paralyzing
fears of unemployment, prolonged illness and old age. The Council contended
that social security measures, provided they are financed largely from general
revenue or from general contributions based on ability to pay, stimulate
consumption and make full use of productive capacity. The Council pointed out
that ten per cent of national income has been proposed by an expert of the
International Labour Organization as a reasonable expenditure on social security
for a prosperous country. Canada’s present expenditure is approximately half
this amount. The Council also directed attention to the fact that in countries
with well developed social security systems, such as Great Britain, Australia
and New Zealand, an estimated one third of total welfare expenditure is devoted
to the needs of the aged and an equal proportion to the maintenance of children.
The Council estimated that probably more than one third is now expended on
family allowances in Canada but a much smaller proportion on old age
pensions.

In addition to adequate old age income security measures, the Council
emphasized the necessity of ensuring that other needs of the aged are met.
In the opinion of the Council, older workers desire to remain in productive
employment as long as possible; experience in Great Britain since 1948 has
indicated that, of persons reaching the retirement age of 65, two thirds of the
men and one-half of the women have chosen to forego retirement. benefits
and continue in employment. At the same time, the Council pointed out that
in Canada, workers as young as 45 find it difficult to continue in regular
employment, particularly when the demand for labour is less than the supply.
Planning and maintaining a full employment policy was viewed by the Counecil
as an important part of old age security policy, in order to provide a demand
for the services of the older worker as well as to facilitate personal savings
for old age and to support the financing of social security measures.

The Council discussed the living costs of aged persons in relation to their
particular needs, and emphasized the significance of such factors as their inability
to buy economically and to find suitable accommodation within their means.
The Council pointed out the need to relieve older persons of proportionately
heavier costs of health care, and to provide special medical, hospital and home
nursing services, as well as recreational, counselling and other facilities. The
co-operation of all levels of government, private agencies and citizen groups is
required to meet these needs.

In commenting on the existing old age pensions program the Couneil
observed that the means test has the advantage of providing assistance to those
who need it most, within the limitations of the eligibility requirements, and that '
the Act has proved capable of expansion as required. The Council pointed out
that any proposed increase in expenditures can be forecast fairly-closely and the
present method of financing from general revenue has meant a simple adjustment
to increased costs.

On the other hand, the Council contended that the Act contains serious
defects. The total allowable income is considered by the Council to be too
low; the 1949 amendment increased the pension but did not increase the amount
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of outside income allowed. The Council considers that the accumulation of
small savings is now discouraged, and deductions from pension are disproportion-
ately expensive to administer because of the present low allowable income. The
period of residence required is too long in the opinion of the Council; any
immigrant who comes to Canada will have to be provided for in case of need,
and those whose need is due to their age are more logically cared for in a
program for the aged, than through other forms of assistance. Old age cannot
be rigidly defined in chronological terms, and the present age requirement
excludes prematurely aged or incapacitated persons from assistance. Indians
and Eskimos should be eligible for old age pensions as for family allowances,
in the opinion of the Couneil.

The Council considered that simplification in the procedure for estimating
income would be desirable, since the administrative costs involved are out of
all proportion to amounts saved by making deduction for gifts, casual earnings,
small pensions and income from similar sources. Differences in interpretation and
application of the regulations now exist among the provinces. These differences
are said to permit adaptability to local conditions, but the Council expressed
the view that since a high proportion of costs is carried by the federal govern-
ment, pensioners should receive a greater degree of equity. Finally, in the
opinion of the Council, liens, registered against estates in some provinces, give
the pension the appearance of a loan, and add to the stigma of the means test.

The Council outlined three possible alternative approaches to the question
of old age income security: continuation of the existing program, amended
to meet these criticisms; introduction of a system of insurance in which benefits
are related in some degree to the amount and period of contributions; and
introduction of a flat rate pension at a given age to persons satisfying a
minimum residence requirement.

The first of these alternatives was rejected as a basic scheme, because the
Council regarded the philosophy of the means test as untenable in Canada and
because, if the means test were relaxed, costs would approach those of a universal
pension. However, if the program recommended by the Council were rejected,
a means test scheme amended to meet the above criticisms would be acceptable,
provided that if the principle of joint responsibility were retained, the federal
government should be given power to require standards; the alternative would
be federal administration.

The insurance prineiple encourages responsibility, gives assurance of benefits
and protects against excessive demands but, on the other hand, the Council
argued that older people would not receive adequate retirement benefit for as
long as three generations unless heavy government subsidies are provided.
In the opinion of the Council only incomplete coverage would be possible,
subsidies would be required for low income groups, and public funds would be
expended in support of a program from which all citizens would not benefit.
The expense of administration would be large, and the Council contended that
the necessarily large reserve fund would ereate investment problems. For these
reasons the Council recommended that such a program be employed, if at all,
only as a supplementary measure.

The third- alternative, a universal flat rate pension was recommended by
the Council as it is simple to administer, avoids reserve fund and means test
difficulties, does not conceal government subsidies and is consistent with social
security in the true sense since persons contribute according to their means in
order to provide protection to those who need it. The Council recommended
that such a pension be paid at age 70 as of right and, in addition, to unemployable




A.D. 1950 : WEDNESDAY, 28tH JUNE i 661

persbns aged 65 to 69. In addition the Council made certain recommendations
concerning other supplementary services to the aged and concerning provincial
and local public assistance programs.

Universal Basic Pension

Amount of and Qualifying Conditions for Pension. The Council proposed
that a universal flat rate pension be paid as of right to all persons, including
Indians and Eskimos, aged 70 or over, in an amount that would provide the
majority of recipients with a minimum standard of health and decency. Pensions
in the same amount should be paid to those persons aged 65 to 69 who are
prematurely aged and unable to support themselves, and to their wives if retired
from employment. Pending a careful study of living costs, the Council recom-
mended that the pension should be at least $40 per month, with the amount
being reviewed every three or five years.

Veterans in receipt of war service pension should, in the opinion of the
Council, be eligible for old age pension on the same terms as civilians; when a
veteran in receipt of veterans allowance becomes eligible for old age pension his
allowance should be reduced by the amount of pension.

In determining pensionable age the Council assumed that few persons aged
70 or over are physically and mentally capable of regular employment and
recommended that the pension should be given to all this group, whether
working or not. A considerable proportion of the 65 to 69 age group are, in the
opinion of the Council, still capable of performing useful remunerative work,
and the suggested amount of pension would not be sufficient to encourage early
retirement especially as most old people prefer to work when possible.

As it-was desired to provide pensions only for persons unable to work, it was
suggested by the Council that, for the age group 65 to 69, a health rather than a
means test should be employed to determine unemployability. While the
Council agreed that a health test might be difficult to administer initially, it
pointed out that such tests are involved in invalidity and disability programs in
many countries as well as in mothers allowances, workmen’s compensation,
military pensions and war veterans allowances in Canada. The Couneil
suggested that it might be necessary in the beginning to define qualifying
conditions somewhat arbitrarily but as experience in geriatrics was gained it
would be possible to broaden the test.

The Council recommended a residence requirement of possibly five years,
the period required to qualify for citizenship. It considered that the basic needs
of all aged persons, including former immigrants, should be met through the old
age pension rather than an assistance program.

Financing the Program. The program recommended by the Council would
be financed to a major extent either by an earmarked social security contribution,
or out of consolidated revenue, or through some combination of these two
methods. The Council proposed that if a social security contribution were
employed, contributions should be required only from persons ‘with incomes
over the amount considered necessary to maintain a minimum standard of
living, and should be graded according to ability to pay. The witness stated
that majority opinion in the Council appeared to favour the social security
contribution. Employer contributions were not recommended by the Council
because of the tendency for incidence of the tax to be shifted.

The Council suggested that pensioners should be required to submit annnal
income tax returns and, through modification in the present income tax



662 ‘ HOUSE OF COMMONS -14 GEORGE VI

exemption for persons aged 65 and over and application of revised rates, the
amount of pension should be progressively recovered, beginning at the point
where income provides more than a minimum standard of living.

The program proposed by the Council would be financed on a pay-as-you go
basis so that it could be adjusted to changing economic circumstances. Variations
in the rate of contribution or taxation from year to year could be avoided by .
setting a rate which, averaged over a period of years, would provide the amount
necessary to pay the total amount of benefits during that period. The Council
considered that future costs could be calculated with considerable reliability
after the first year or so of operation.

The Council estimated the cost of a $40 pension to all persons aged 70 and
over, and to prematurely aged persons over 65, (assuming these to be 30 per cent
of the 65 to 69 age group) at approximately $385 million in 1951, $490 million
in 1961 and $583 million in 1971. While these amounts compared to the present
$138 million expenditure were admitted by the Council to be substantial, the
general desire to improve the condition of elderly persons in spite of the expected
increase in cost, was noted. The Council pointed out that needy aged people
are already being provided for through local or private charity, and that in
addition, part of the cost would be recovered through income tax. Additional
savings would result if the federal government maintained economic policies
that would ensure employment for older persons. Finally the Council pointed
out that this recommended program would not discourage thrift and saving.

Administration. The Counecil proposed that the program be administered
by the federal government with administrative procedures kept as simple as
possible. To permit flexibility and simplicity of operation, pensions for
prematurely aged persons in the 65 to 69 age group should, in the opinion of the
Council, be administered through regional boards.

Other Services for the Aged

The ‘Council emphasized that although an old age income security program
is essential it should be accompanied by a program to assist older people to
remain in employment and in mental and physical condition to continue working.
As the provinces would be relieved of the costs of pensions under the program
recommended by the Council, they should be better able to provide medical,
hospital and other institutional care, as well as recreation and counselling
services. The Council submitted that the federal government, through the
National Health Grant Program should encourage the provinces to give more
attention to the medical care of older persons as well as to research in this field
and suggested that, in regard to supplementary programs for the aged, the
federal government provide technical consultant services to the provinces. In
the opinion of the Council, the federal government should arrange for special
provisions to be made for old people in the housing projects to which it
contributes.

The Council also stressed the fundamental importance of qualified personnel
in any program for the aged. It emphasized that social workers are needed for
meeting problems arising from determination of eligibility for pension in the
65 to 69 age group and in such other aspects of the recommended program as
rehabilitation, shelter, institutional care, recreation and case work services. The
Council maintained that existing shortages of personnel call for rational use of
the available supply of workers and for government support of training programs.
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Public Assistance

The Council drew attention to the necessity of providing assistance, through
provincial and local governments, for persons whose needs are not fully met by
the federal pension. The Council emphasized that federal grants to the provinces
are urgently required if existing standards of general assistance, which at present
vary widely between different areas, are to be raised.

COMPARATIVE ANALYSIS OF VIEWS PRESENTED BY
THE ORGANIZATIONS

The nine organizations, whose _briefs are discussed above, generally
approached the provision of old age security in terms of the income maintenance
needs of older persons although a number were equally concerned with the
necessity of developing a wide range of social services for the aged. Some
organizations emphasized that old age security should not be considered in
isolation but within the context of a larger national social security program.

The majority favoured a basic income maintenance program, under federal
auspices, which would provide a flat rate pension, without means test, to all
persons at a certain age, although there was some divergence of opinion concern-
ing the amount of pension and the age at which the universal benefit should
commence. This approach was supported by the Canadian Association of Social
Workers, the Canadian Chamber of Commerce, the Canadian Congress of Labour,
the Canadian Life Insurance Officers Association, the Canadian Welfare Counecil,
and the Trades and Labour Congress of Canada. In the program proposed by
la Confédération des Travailleurs Catholiques du Canada a universal flat rate
benefit plan was also suggested, but under federal-provincial administration and
as a complementary measure to the gradual extension of retirement security
through employee pension programs.

Six of the seven organizations recommending this approach made sugges-
tions with respect to methods of finance. These organizations would obtain
revenues, in part or in whole, from earmarked taxes. With the exception of the
Canadian Association of Social Workers, none of these organizations would main-
tain individual contribution records in order to relate benefits to contributions.
For the most part, these organizations favoured pay-as-you-go financing.

A different approach was put forward by the Canadian Manufacturers
Association, which proposed a contributory insurance scheme under which cover-
age would be extended as far as administratively feasible, with eligibility for
and amount of benefit related to contributions. The scheme would be financed
on a modified pay-as-you-go basis with a small contingency reserve.

A third approach was suggested by I'Union Catholique des Cultivateurs,
which recommended the improvement of the existing means test program; the
witness representing this organization indicated, however, that they would not
be opposed to the provision of a universal flat rate pension.

All organizations, with the exception of 'Union Catholique des Cultivateurs,
strongly criticized and rejected the means test as the basic approach to an old
age income maintenance program. Most, however, suggested that some form of
means test or needs test supplementation of the basic pension at the provincial
or local level might still be necessary. Under the Canadian Congress of Labour
program, the means test scheme suggested would be supplementary to both
their universal flat rate pension and their contributory insurance scheme with
graded benefits. While la Confédération des Travailleurs Catholiques du
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Canada proposed the extension and development of employee pension plans as
the basic retirement security program, most organizations pointed out certain
fundamental inadequacies of such plans in providing adequate retirement secur-
ity on a national basis, but favoured their voluntary development as a supple-
mentary scheme.

CONTRIBUTORY SCHEME WITH UNIVERSAL FrAT RATE PENSION

Amount of Pension

The seven organizations which recommended a universal flat rate pension
suggested rates of pension ranging in amount from $30 to $60 a month. The
lowest rate of $30 was recommended by the Canadian Chamber of Commerce as
a tentative and exploratory measure; the witness for this organization considered
that this amount might be increased after a period of administrative experience.
In suggesting this rate, the brief of this organization drew attention to the
government’s present budgetary position, rising defence costs, and the fact that
flat rate pensions become fixed and rigid items in governmental expenditure and
tend to increase rather than decrease over the years. The Canadian Welfare
Council would set the immediate rate at least at $40 a month, but suggested a
review of the amount in terms of a minimum standard of health and decency
after a careful study of living costs. The Canadian Association of Social
Workers also followed this approach but recommended no specific pension rate.
The Canadian Life Insurance Officers Association, while not opposing a $40
pension, believed this rate rather high in relation to current average expenditure
on goods and services, and suggested that most elderly people have some personal
savings, or other resources. The Canadian Congress of Labour, on the other
hand, severely criticized the existing $40 pension particularly in the light of a
national income of nearly $13 billion, and proposed $50 as a moderate figure.
La Confédération des Travailleurs Catholiques du Canada also recommended
$50 in the light of present-day living costs. A $60 pension was proposed by the
Trades and Labour Congress of Canada as a reasonable amount in view of the
present average income of the working population and present-day living costs;
the Congress suggested that this amount should be high enough to preclude the
necessity for privately financed pension plans for the working population.

Pensionable Age

There was some variation with respect to the pensionable age suggested by
the seven organizations recommending a universal pension. Most, howevér,
stressed the need, for both economic and psychological reasons, of encouraging
and assisting elderly persons to remain in gainful employment as long as they
are able to do so. '

Four organizations, the Canadian Congress of Labour, the Trades and Labour
Congress of Canada, la Confédération des Travailleurs Catholiques du Canada
and the Canadian Association of Social Workers recommended a pensionable age
of 65. In support of this retirement age the belief was expressed by some of
these organizations that retirement at 65 is preferred by both employees and
employers, that older workers encounter difficulties in obtaining suitable emplqy-
ment and that there is a significant degree ‘of indigence among the population
over 65. While the Canadian Association of Social Workers recqmmer}ded pay-
ment of a predictable minimum income at age 65, with an additional increment
for deferred retirement, the Canadian Welfare Council recommended a universal
pension payable at age 70 and a basic pension for the prematurely aged in the
65 to 69 age group, based on a health test.
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A pensionable age of 70 years was suggested by both the Canadian Chamber
of Commerce and the Canadian Life Insurance Officers Association, who opposed
a reduction in pensionable age to 65, on the basis of cost considerations and on
the ground that nothing should be done to discourage thrift and personal incentive
to continue work. Universality of pension payments should apply only at an
age, such as 70 years, when substantial numbers of the population are no longer
able to continue useful work.

Other Qualifications

Four organizations discussed residence qualifications for the basic pension.
The Canadian Life Insurance Officers Association believed that the pension should
‘be subject to a “reasonable residence qualification” and the witness for the Asso-
ciation expressed the personal opinion that the present requirement of 20 years
was too long. The witness for the Canadian Chamber of Commerce on the other
hand expressed the view that the present residence qualification under the Old
Age Pensions Act might be appropriate. The Trades and Labour Congress of
Canada considered the present residence provision too high and believed that
15 years would be adequate. The Canadian Welfare Council recommended a
residence requirement of possibly five years which would correspond with the
present requirement for the attainment of citizenship.

Sources of Revenue

The use of specific earmarked contributions for old age security purposes
was supported by all organizations discussing possible revenue sources. It was
repeatedly emphasized that all Canadians should have a direct and conscious
financial responsibility in the provision of old age income security, and should be:
made aware of their responsibility to meet the costs through an earmarked device.
Most of these organizations would utilize general revenue in conjunction with
these earmarked taxes.

The Canadian Association of Social Workers and the Trades and Labour
Congress of Canada specifically recommended social security contributions. The
Canadian Welfare Council proposed that its program be financed to a major
extent through an earmarked social security contribution graded according to
ability to pay. or out of consolidated revenue, or through some combination of
these two methods.

The Canadian Congress of Labour suggested a number of alternatives without
recommending any one revenue source or combination of sources; these included
the restoration of corporation excess profits taxes, a graduated increase in personal
income tax rates, the lowering of income tax exemption levels for the specific
purpose of financing an old age program, and finally the elimination of the special
tax exemption now allowed to persons over 65.

The Canadian Life Insurance Officers Association put forward three possible
types of earmarked revenue sources, including a contribution payable as a
percentage of personal income up to a specified maximum, payment of a flat
amount by all adults below benefit age, and a sales tax levied on a broad group
if items in more or less universal use. In the Association’s view, such taxes should
be collected on as broad and equitable a base as possible and should carry the
full cost except for administration.

The Canadian Chamber of Commerce, while equally concerned that all
Canadians contribute, did not suggest specific revenue sources; it was indicated
in testimony, however, that both direct and indirect earmarked taxes should
be used.
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Reserves

There was general agreement that universal flat rate pensions should be
financed on a pay-as-you-go basis. While the provision of a fully funded
reserve was uniformly rejected by those organizations considering the question
of reserves, some, however, suggested the need for a contingency reserve.

(1) Fully Funded Reserve. This type of reserve is developed under a
deferred equity insurance scheme. While not favouring such a reserve, the
Canadian Welfare Council outlined the chief advantages claimed, namely, that
by relating benefits to contributions it encourages a sense of personal respon-
sibility, gives assurance of benefits due at a future date and protects the public
treasury against excessive demands. Criticisms of such a scheme suggested by
some organizations included the belief that a large reserve fund might be
uneconomically accumulated and that such program would require a complex
administrative mechanism and would be open to the danger of high adminis-
trative costs; furthermore, accumulation of such a fund might be misunderstood
and give rise to demands for increases in benefit. '

(ii) Pay-as-you-go. A number of organizations supported the- principle
of pay-as-you-go in preference to a large reserve fund, for a variety of reasons,
including the following: such a method would permit a flexible fiscal policy which
could be varied in the light of changing economic conditions and resources;
the payment of pensions of a particular amount depends upon the willingness
and ability of the working population at any one time; the total amount to be
collected from the population would not be reduced by the use of the funded
reserve, A pay-as-you-go method, where revenues and expenditures are
balanced over a short period of time, is, according to the view of one organ-
ization, best calculated to avoid unwise extensions in the benefits payable under
the plan, since the working population would at all times be paying for the
benefits being received by the current aged and might therefore be expected
to resist any proposals for their unwarranted augmentation. It was also
submitted that a simple and clear form of financing of this type would enable
Canadians generally to form a wise judgment as to the level of benefits that
should be paid in the light of the true costs involved; further, it was pointed
out that none of the plans in the United States or the Commonwealth operate
on a fully funded reserve basis.

(ii1) Contingency Reserve. Although no organization recommended the
use of a fully funded reserve, two suggested some type of contingency reserve.
The witness for the Canadian Welfare Council proposed that a contingency
reserve might be developed within the framework of pay-as-you-go financing,
so that in meeting the rising cost of pension payments, annual adjustments in
the contribution rate would be avoided. The Trades and Labour Congress of
Canada pointed out that while pension payments would remain on a relatively
fixed base, contributions would be eollected .from a relatively changing base;
accordingly, it suggested a small fund, perhaps equal to one or two per cent of
annual pension payments, to act as a cushion during periods of adverse economic
conditions.

Admanistration

Six of the seven organizations supporting a universal pension recommended
that it be administered by the federal government, while la Confédération des
Travailleurs Catholiques du Canada considered that the present system of
federal-provincial administration should be continued under the proposed
universal pension scheme. La Confédération asked, also, that worker representa-
tion be included in the membership of commissions appointed to administer
the pension program.
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CONTRIBUTORY INSURANCE WITH (GRADED BENEFIT

Two organizations suggested a contributory insurance scheme with graded
benefit. The Canadian Manufacturers’ Association put forward this type of
program as a basic pension plan, while the Canadian Congress of Labour recom-
mend such a scheme as a supplementary measure to a basic universal flat rate
pension.

. The Canadian Manufacturers’ Association rejected the payment of a
universal flat rate pension not only in the light of the increasingly burdensome
costs involved, but also because increasing longevity and the gradual lenghtening
of the period of education are causing a steady decline in the percentage of the
‘population from whose production the cost of pension payments must be met.
In the Association’s view the provision of a pension on a flat rate uniform basis®
is not considered feasible in countries where there is a wide spread between
wage rates in various occupations and geographical areas,

The Association proposed an old age insurance program under which
pensions would be payable at retirement on the basis of individual contribution
records, related in some degree to previous earnings in covered employment.
Coverage would be limited initially to wage earners now protected under un-
employment insurance, but would be extended towards universality as rapidly
as administratively feasible. The scheme would -be supported entirely by equal
contributions from employees and employers except for the cost of administration.
Contributions would be levied on all earnings up to a specified limit. Pensionable
age should be set at “well above 65”. In order to encourage retired workers to
continue occasional employment, the pension should not be reduced unless
earnings exceed a specified amount which would be higher than the allowable
income under the present means test program.

This program, in the opinion of the Association, should be financed on a
modified pay-as-you-go basis. A contingency reserve should be built up.to the
level of two or three years of pension payments. The recommended insurance
scheme might possibly be integrated with federal unemployment insurance.
Additional supplementation would be provided through the retention of a
federal-provincial means test program.

The Canadian Congress of Labour’s supplementary contributory insurance
scheme would also relate eligibility for and amount of benefit to contributions.
The Congress proposal called for government contributions as well as employer-
employee contributions. The Congress, having recommended a universal flat-
rate pension as a basic program, favoured graded benefits under their supple-
mentary scheme. The Congress argued that flat-rate benefits here would tend
to be tied to the lowest incomes, and better paid groups would thus receive
retirement pensions disproportionate to their previous incomes.

Mgeans TesT APPROACH

There was considerable criticism of the means test. All organizations except
I’Union Catholique des Cultivateurs urged the abolition of this test in any basic
pension program. However, a number of these organizations suggested that
some type of means test supplementation to the basic retirement measure,
would still be necessary.

The criticism of the means test as put forward by the organizations might
be summarized as follows: such a test with its undesirable stigma of indigence,
penalizes thrift and discourages personal saving, destroys the initiative to
continue productive employment, undermines the independence of the individual
and interferes with the management of his own affairs. It cannot be effectively

V 88—5%
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administered considering the large numbers now in need of assistance, and
finally it provides assistance which is uncertain and unpredictable, as payment
depends, to some extent, on individual judgment. Furthermore, the program
as at present administered by the respective provinces introduces variations
in administrative provisions regarding eligibility, which in turn produce a serious
inequity as between applicants in similar circumstances.

While I’'Union Catholique des Cultivateurs sponsored an improved means
test program the witness for that organization indicated that they would not
be opposed to a flat-rate universal pension. At the same time, this organization
opposed a compulsory contributory old age retirement scheme and favoured the
provision of a subsidized annuities program in addition to the basic means
test program, :

L’Union urged that the present means test provision should be broadened
in order to encourage thrift and to avoid some administrative complications.
Ownership of personal assets should be permitted up to the value of $10,000
and the program should be financed and administered as at present.

The amount of pension should bear some relation to living costs but should
not be so high as to relieve the individual of all responsibility for his maintenance
in old age. The existing pension of $40 was considered a reasonably fair amount
at the present time. Pensionable age should, in the opinion of I’'Union, be
reduced to 65 years because there 1s a significant amount of need in the
65 to 69 age group.

An alternative approach to the means test was put forward by the
Canadian Welfare Council with the suggestion that persons in the age group
65 to 69, if retired and unable to support themselves because of premature old
age, should be entitled to a pension of $40 a month subject to a health test.

SUPPLEMENTARY PROGRAMS

All organizations considered that some type of supplementary assistance
would be required to meet the residual income needs of older persons. Both the
Canadian Association of Social Workers and the Canadian Welfare .Council
favoured payment of such supplementary assistance on the basis of need through
adequate programs of public assistance at provincial and/or local levels; the
Canadian Welfare Council submitted that such programs should be assisted
by federal conditional grants-in-aid. The Canadian Congress of Labour would
provide two supplementary programs, a federal tripartite contributory scheme
providing graded benefits, and a means test scheme where benefits under the
universal and the contributory programs are insufficient in particular cases to
meet basic living needs. In addition to these three programs the Congress
stressed its continued support of employee pension schemes financed solely by
employers. The Canadian Manufacturers’ Association would retain either the
present or an amended means test for supplementation. - The witness for the
Canadian Life Insurance Officers Association indicated that any residual needs
would have to be met at the local level. In addition to the recommended flat
rate pension the Canadian Chamber of Commerce and the Trades and Labour
Congress of Canada would not preclude the payment of supplementary pensions
such as are now paid by some provincial governments. The universal flat rate
pension of la Confédération des Travailleurs Catholiques du Canada was
regarded as supplementary to the development of retirement plans negotiated
through collective bargaining agreements. While 1’'Union Catholique des
Cultivateurs favoured a basic means test approach, it believed that persons
should retain a sense of individual responsibility for their maintenance in old
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age, and consequently recommended that the present annuities program should
receive federal financial assistance so that it would provide a means of voluntary
supplementation for persons in the low income group. Where supplementary
programs on a means test or needs test basis were proposed, the organizations
generally recommended provincial and/or local administration.

Most organizations looked to employee pension plans, Canadian govern-
ment annuities, life insurance, and other forms of individual saving, to supple-
ment government-sponsored old age income security programs.

T



R

L

670 4 HOUSE OF COMMONS 14 GEORGE VI

CHAPTER V

BRIEFS AND TESTIMONY OF INDIVIDUALS

Several persons who have specialized in the study of problems being con-
sidered by -the Committee were invited to give evidence. These included:
Mr. W. M. Anderson, C.B.E., General Manager of the North American Life
Insurance Company; Dr. H. M. Cassidy, Director, School of Social Work,
University of Toronto; Mr. Maurice Lamontagne, Professor of Economics,
Faculty of Social Sciences, Laval University; Dr. L. C. Marsh, Associate Pro-
fessor, Department of Social Work, University of British Columbia; and Dr.
Charlotte Whitton, C.B.E.. The Committee received briefs from these authorities
and, with the exception of Dr. Marsh who was unable to appear, all testified
before the Committee.

Mr. W. M. ANDERSON, CB.E.

The witness submitted that the present system of old age pensions subject
to a means test has the effect of dividing the aged population into two classes:
recipients and non-recipients. Within the recipient group Mr. Anderson con-
tended that because of the means test there is almost complete dulling of the
incentive to work, thus contravening the objective of full production by the com-
munity as a whole. Since the program is financed out of general revenue from
progressive taxation, the witness pointed out that the non-recipients are usually
those who have contributed and the recipients are those who have not contributed.
In his opinion this situation should not be perpetuated. A “sound and demo-

~cratic” solution would be the provision of universal flat rate pensions financed by

universal contributions.

The Universal Pension

The witness proposed that benefits be paid at a flat rate to everyone at a
fixed age. The flat rate benefit treats all individuals alike in old age and does
not relate to the previous economic position of the family. Graded benefits are
unsatisfactory in the opinion of the witness because they tend to provide the
smallest benefit to those in greatest need, thus contradicting the general phil-
osophy of progressive taxation in Canada.

Mr. Anderson recommended that the rate of benefit be set somewhat below
subsistence level so as to leave with the individual some responsibility for saving.
Further, he argued that the recipient group as a whole should not be in a position
where their spending power is beyond that of the population as a whole. How-
ever, he considered that it would be undesirable to move to a universal 'benqﬁt
lower than the present means test maximum of $40 monthly, because substantial
supplementary means test assistance would still be required. The amount of
benefit should be subject to continuous review.

The witness considered that the age of eligibility should not be lower than 70,
the present age limit, and said that it would be possible to argue for a higher age.
He drew attention to experience in the United States which suggests that most
people do not retire before 70.
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Finance

The witness rejected the deferred equity approach to financing an old age
security program because such a plan might take'up to seventy years to mature.
He pointed out that during the transitional period those persons reaching benefit
age would have had only short contribution periods, their benefits would be
small, and they would require supplementary assistance. At the same time,
contributions would exceed benefit payments and an extremely large fund would
be built up, which, if it were to be productive, would have to be invested by the
state. Such investment in the opinion of the witness would tie posterity to an
extensive policy of state economic intervention. Another danger would be a
political one; a huge pension fund in the state’s hands would be a concentration
of power and would almost openly invite abuse of that power.

The witness recommended social budgeting on a pay-as-you-go basis. Such
a system would avoid the long transitional period required by a deferred equity
scheme, would recognize as the most immediate problem the needs of the current
aged population, and would meet those needs from the income of the current
working population. .The pay-as-you-go approach would allow for flexibility
under conditions of economic change. It would be an extension to the com-
munity at large of the old-time principle operated within the family itself. Tt
would be consistent with universal flat rate benefits since there would be no
individual equity. Finally, the pay-as-you-go system would avoid an enormous
administrative problem which is inherent in the deferred equity approach.

The method of finaneing should, in the opinion of the witness, be universal,
simple, equitable and practical. Revenue should be sufficient to meet obligations
during good times; during bad times supplementary appropriations should be
made from general revenue. Revenue should be collected through a proportionate
tax. Such a tax would be universal and personal, and thus consistent with
universal flat rate benefits. If old age security were financed by a universal
proportionate tax on personal income and if changes in benefits entailed changes
in the tax, the witness considered that there would be a much clearer under-
standing of the program.

The best form of tax would be a flat percentage on all personal income, but
Mr. Anderson said that the collection of such a tax would be difficult at the
present time because of inadequacies in the income tax machinery. For this
reason the possibility of a tax on personal spending should be considered.

Tf a sales tax were selected, the witness argued that it should not apply to
food grown in Canada or to rents. This would mean that the impact of the tax
would be less on a family of low income, spending a large proportion on food:
and rent, than on a family of high income spending a larger proportion on taxable:
items. The witness pointed out that the present sales tax has been estimated
to have the same impact as a proportionate tax on all income. A sales tax is
easy to collect and does not affect goods produced for export. The witness
argued that the tax strikes spending instead of saving, so that on the one hand
it encourages thrift, and on the other hand it effects a better recovery from aged
beneficiaries than would any modification of income tax provisions in respect
of the recipient group. The sales tax could be collected either at the retail or
at the manufacturers’ level, depending on administrative feasibility.

Supplementary Assistance

The witness considered that only a small percentage of those receiving a
universal benefit of $40 a month at 70 would require any supplementary
assistance. Such assistance should be provided by local (provineial or muni-
cipal) authorities.
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It would be undesirable in the opinion of the witness to contemplate a.

universal benefit commencing below the age of 70. The age group from 65 to 69
might be divided into four categories: those working, those in the labour force
but unemployed, those voluntarily retired and those unable to work because
they are prematurely aged. Some of these might require assistance, but at
present, Mr. Anderson said that there is insufficient information available to
suggest any final solution to this problem. Further study would be needed and
it would be particularly important to examine the effects of the universal benefit
on the living patterns of the group 70 and over. :

During an experimental period, the witness agreed that assistance might be
provided to the group from 65 to 69 on a partial coverage basis. Whether a
means test, a health test, or a work test is used, the proportion requiring
assistance would probably be about the same, that is, from one-quarter to
one-third of the eligible age group. The assistance should be provided by the
provinces because the federal government should concern itself only with a
universal program. The provinces would have additional financial resources
for the group from 65 to 69 if they were relieved of the burden of assisting
those who are 70 and over. If necessary, however, the witness considered that
the federal government might share in provincial assistance as it does at
present; in this case the federal share should be reduced to 25 per cent.

Dr. H. M. CassIpy

The submission was based on a report entitled “A Canadian Programme of
Social Security” prepared in 1947 for the Minister of National Health and
Welfare. The witness urged that an old age security program should be set
up as part of a comprehensive social security scheme, but expressed the opinion
that, if there were any question of having to allocate priorities because of
limited financial resources, certain other health and welfare programs, such as
rehabilitation of the disabled, public assistance and public medical care, would
all give a better return on money invested than would retirement benefits.

Social Security Principles

Dr. Cassidy referred to a substantial body of experience in Canada and
elsewhere which suggests that a good social security scheme should have certain
fundamental characteristics. It should provide broad coverage, with specialized
services to meet diverse types of social need. The social services ought to be
co-ordinated as part of a comprehensive system, with minimum standards of
service throughout the country. Prevention and rehabilitation should be
emphasized. Social security policy should be designed to meet the needs of
family units.

The witness said that income maintenance should be assured maiply_ by
benefits as a matter of right; the use of means test programs should be limited.
Social security benefits should be sufficient to guarantee at least a minimum
standard of living for beneficiaries, and preferably should be related to past or
normal earnings. The system should preserve economic incentives and con-
tribute towards economic efficiency.

In the opinion of the witness, revenues should be derived from indi\_'idual
contributions, employer contributions and general tax funds, with capacity to
pay as a guiding factor in each case. Individual contributions would be
desirable because they are favoured in Canada and elsewhere, both by expert
and by public opinion. People would be more willing to pay social security
taxes for specific benefits than they are to pay income tax. If a suhstantial
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.portion of revenue for social security purposes could be raised from individual
contributions, the burden on the consolidated revenue fund would be lessened
and the government would be protected from unreasonable demands to raise
benefits. Individual contributions would generate personal interest in the
social security scheme and would be particularly desirable in Canada because
we are already heavily committed to government financed programs,—notably
family allowances. The witness emphasized that eligibility  for benefits should
be clearly related to the fact that contributions have been made.

Dr. Cassidy suggested that the employer should contribute towards the
costs of social security, but the employer contribution should not represent a
large proportion of total costs, because it would act as a tax on production and
would be passed on, at least partially, to consumers.

The witness stated that the government’s share, which would make up the
difference between individual and employer contributions and total costs should
be derived as far as possible from the proceeds of income and other progressive
taxes. ;

Dr. Cassidy urged that there should be a sound adminstrative system
with competent personnel. Citizen participation in social security programs
should be emphasized. Responsibility for administration and finance should
be divided among federal, provincial and local governments, but there should
be vigorous federal leadership in all aspects of the social services.

Retirement Benefits

The witness suggested that an old age security program should provide
benefits to men who have reached the age of 65, and women who have reached
the age of 60. He considered these tc be the usual retiring ages, but emphasized
that the system should not encourage premature retirement, particularly at a
time when the population is ageing, because most people are happier working,
and because the cost of retirement benefits rises steeply with the inclusion of
lower age groups. There should be a residence requirement of 10 years, and
some retirement condition to ensure that a beneficiary would not continue in
normal employment. A parallel system of survivors’ benefits should be intro-
duced at the same time.

Dr, Cassidy suggested that benefits be graded according to age at retire-
ment. A person claiming benefit at the age of 65 would, under his proposal,
receive about $28 a month for the rest of his life, but where retirement is
deferred, the amount would be increased for each year of deferment, so that
a person who did not claim benefit until he had reached the age of 70 would
receive the maximum amount of $48 a month. Although this maximum would
be somewhat below basic maiptenance, the amount would be close to the limit
of allowable income under the present means test program, and the witness con-
sidered that the cost of a program on this scale would not be unreasonable.
A dependent adult would receive one-half of the primary benefit, and each
dependent child would receive one-quarter of the primary benefit. The physically
handicapped from 65 to 69 should be included at the maximum rate. The
amount of benefit would be adjusted annually in accordance with the cost of
living index. !

Supplementary Assistance

Dr. Cassidy contended that the success of these retirement benefits would
depend on the establishment of a general public assistance program, operated
jointly by the federal government and the provinces. This program would supple-
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ment all basic social security benefits, including retirement benefits, which were
insufficient to provide basic maintenance for those in need. However, the
use of means test assistance for old age would be limited, and would eventually
diminish to a minimum. A

g {
Finance

The witness argued that the retirement benefit program should be financed,
in accordance with the social security principles outlined above, by individual
and employer contributions, and by federal appropriations from general revenue
amounting to about 50 per cent of the total. The total cost of this program
would be approximately $400 million. The program should be financed on a
pay-as-you-go basis. ]

The rate of contribution contemplated by Dr. Cassidy would be five per
cent on income, with exemptions of $720 for a single person, $1,080 for a
married person, and $180 for each dependent child. The minimum annual
contribution would be $15; the maximum annual contribution would be $100,
so that no contributor would pay more than the cost of his own retirement
benefits. In the case of individuals with incomes below the exemption -level,
it might be possible to collect the minimum -contribution of $15 from the
provinces; such contributions would ‘be reimbursed to some extent by the federal
government in the form of grants for public assistance. Contributions would
be collected through income tax machinery. Individual records would be
required to establish the fact of contribution for benefit purposes.

Administration

A uniform national system under federal administration was recommended
by Dr. Cassidy. A constitutional amendment would probably be necessary
in order to establish a federal scheme; alternatively, it would be possible to
apply the program only in provinces which would sign tax agreements with
the federal government and which would delegate administrative responsi-
bility to the federal authority. Local administration would be carried out
through regional offices of the Department of National Health and Welfare.

The program outlined by Dr. Cassidy would provide for a simple system of
administration with automatic payment of benefits to all those meeting certain
basic conditions, such as proof of age, contributions and retirement.

Government Annuities

The witness added that, concurrently with the introduction of a new
retirement scheme, the Canadian government annuities program should be
revised and strengthened in order to encourage, additional voluntary provision
to supplement retirement benefits. The annuities program should be admin-
istered as part of the total program of old age security.

MRg. MAURICE LAMONTAGNE

The submission was concerned primarily with methods of financing an old
age pensions program. The witness stated, however, that the method of finance
must be consistent with the objectives of both social security and fiseal policy.
He said that the aim of social security is to guarantee the minimum income needed
for subsistence, by redistributing national income; the aim of fiseal policy is to
stabilize the economy at the level of full employment by increasing the propensity
to consume. The witness argued that a financial system based on the tripartite
scheme of contributions would be incompatible with these aims.
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The Tripartite Scheme of Contributions

The witness pointed out that the tripartite scheme of contributions is based
on the insurance principle which assumes a permanent state of full employment.
He considered that such a scheme would be very difficult to extend to some of
the important sectors of our economy. Further, in his opinion, such a scheme
would not ensure a desirable redistribution of national income, because the
burden of cost would fall most heavily on employees.

The employee contribution would fall directly on employees as a kind of
income tax. The government contribution would be drawn from income tax,
which would fall on employees to a large extent. The payroll tax would fall
initially on employers, but they would attempt to shift the burden of their
contribution. °

The . witness argued that in the capital goods industries, which play an
increasingly greater role in our economy, employers would not be able to pass
their tax on in the form of higher prices for their products, because the entre-
preneurs who buy these products are primarily seeking sources of larger profits,
and their demand for capital goods is very sensitive to changes in price. Instead
of accepting the payroll tax and passing it on to the consumer, the employer in
the capital goods industries would divert his resources to other sectors of the
economy or even to other eountries. If he did continue to produce capital goods,
he would change the structure of production so as to employ less labour relative
to other untaxed factors. The burden of the employvers’ tax would thus fall back
on employees, either in unemployment or in lower wages.

In the consumer goods industries, the witness argued that the employers’ tax
might be passed on temporarily to consumers, because the demand for these
goods is fixed by customary standards of living, and will not respond easily to
changes in price. -In the long run, however, the fact that the employers’ tax
could be passed on in consumer goods industries would attract producers from
the less profitable capital goods industries, the supply of consumer goods would
increase, and prices would go down to their former level, thus shifting the payroll
tax back to employers. In this situation, production would decrease and so would
the demand for labour. Ultimately the burden of the payroll tax in the con-
sumer goods, as in the capital goods industries, would fall back on employees.

In the export industries, the witness considered that a payroll tax would put
Canadian producers at a disadvantage relative to foreign competitors.

Deferred Equity Financing

The witness pointed out that the deferred equity approach to financing
social security has definite limitations. The collection of actuarial level
premiums, which would produce for long periods far more revenue than would
be currently required, would be deflationary. If the government were to invest
the reserve fund in the private economy, it would compete with private savings.
If the fund were invested in government securities, it would be used to meet
current expenditures. The obligations of the government, deposited in exchange,
would not represent actual assets, but merely future commitments which would
have to be met by future taxes. Thus, in the opinion of the witness, the fund
would become a fiction. When the pension program matured and full scale
benefits were being paid, the government would have to revert to a pay-as-you-go
approach.

General Tazation and the Social Security Tax

The witness suggested that the major part of the cost of old age security
should be met by a special social security tax on disposable income; the remainder
should be met from general revenue.
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The social security tax would transfer the burden of the cost of old age
security from general taxation to a special tax earmarked for old age pensions.
The witness considered that exemptions should be lower than in the case of
income tax. At the same time, there should be a reduction of the income tax rate
in order that overall taxes should not be increased. The social security tax
would provide the greater part of revenue for ald age security purposes; the
remainder might come from general taxation but there would be no need to main-
tain a strict balance between income and expenditure, and deficit financing should
be used whenever necessary.

The advantage of a social security tax in the opinion of the witness is that
people become conscious of paying for the benefits they receive, and come to
look upon these benefits as a right rather than as charity. A social security tax
might have the effect of discouraging unreasonable demands to increase benefits.
The tax might be graduated or proportionate; the best form would be that which
did not impair economic incentives. A graded tax on corporations might also be
used, provided that it did not discourage incentive. An extension of the sales
tax, however, would be undesirable because it would be regressive and would
reduce the propensity to consume. Also, since it would be invisible, it would fail
to establish any conscious relationship between contributions and benefits.

Development of a Social Security System

The witness was mainly concerned with methods of finance, and had not
considered the benefits to be paid under an old age security program. He argued
that the extent of the outlay should depend on the capacity of the country to
carry the burden of cost. Some formula might be worked out to adjust pension
rates with changes in the cost of living,

The witness argued that development of the social security system should
be gradual and progressive. The system should not be regarded as fixed and
static, but should always be flexible so that it can vary with fluctuations in the
economy.

Dgr. L. C. MagrsH

The submission was based on the Social Security Report, prepared by
Dr. Marsh in 1943. He argued that provision for the aged is but one part of a
comprehensive inter-related program of social security and therefore should
be considered only in relation to protection against other universal risks, such
as sickness, disability, widowhood, and death. One way or another, in Dr.
Marsh’s opinion, Canada is committed to providing maintenance during old
age for a large and increasing proportion of the population. An organized
social security program is an alternative to other less adequate, but still costly,
ways of providing assistance to persons in need.

Dr. Marsh recommended universal contributory retirement pensions as
part of an overall social security plan, based on the principle of flat rate contri-
butions and benefits, and providing a minimum basic pension for men at 65
and women at 60 years of age. He suggested a bonus for deferred retirement,
and provision for disability pensions at an earlier age. Administration would
be national, with simple records and adequate machinery for adjudication of
appeals. The resources of provincial and local welfare departments and social
agencies would, under such a program, be released for supplementary aid and
other services.

The possibility of achieving old age security by extending the existing
pensions program was rejected by Dr.-Marsh on the grounds that it is not
suitable for extension to larger and larger numbers of people and that, even if
further liberalized, the means test would retain the stigma of charity, and
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would penalize thrift and encourage subterfuge. He also pointed out that the
pension rate has not been based on an adequate minimum standard. The
existing program might, however, be improved and continued as a residual
program for those who fail to qualify for insurance benefits.

Dr. Marsh also rejected industrial pension plans as the major program of
old age security. He pointed out that, although the number of these schemes has
increased, coverage is by no means comprehensive, the unskilled and poorly
organized are in a weak position, and farmers and others engaged in non-
industrial pursuits do not benefit. Dr. Marsh mentioned the added dangers of
intensifying the reluctance of employers to hire older workers, and of limiting
considerably the mobility of labour. He said that industrial and commercial
schemes have an important function in supplementing a basic general pension,
but should not be expected to provide a self-sufficient substitute.

Uniform Basic Rate of Pension

The basic pension recommended by Dr. Marsh should be a nucleus amount,
available for everyone regardless of other resources, and capable of supplementa-
tion in a variety of ways. Private insurance, annuities, industrial pensions
and individual savings could all be added to the basic pension, and there
would be no restriction on other earnings of a beneficiary who had retired from
normal employment.

The actual amount of the basic pension should be set after a minimum
maintenance standard has been determined. It would not be possible to
equalize all differences of living standards through social security benefits alone,
but a comprehensive social insurance system could stress universality and broad
equality of benefit rights. '

Advantages of a Flat Rate and Contributory Scheme

In the opinion of Dr. Marsh, the flat rate benefit and contributory scheme
can provide a uniform basic pension with least administrative difficulty.
Experience indicates that the advantages of graded retirement benefits, scaled
according to wage rates or differential contributions, are more than offset by
heavy administrative costs which, under a flat rate scheme, could be released
for benefits. Moreover, it is very difficult to achieve adequate coverage under
a graded scheme which sets up income and employment categories.

Dr. Marsh argued that individual contributions would be an aid in raising
funds for pension expenditure. They would lessen the danger of political
objections to large disbursements from government funds. Also, they would
be a form of organized thrift which gives contributors a unique interest in the
program.

Bonus for Deferred Retirement

Dr. Marsh recommended that a bonus of $2 monthly for each year of
deferred retirement, after 60 years for women and 65 for men, should be paid
over and above the basic rate, as an incentive to continue employment and
~ self-support as long as possible.

Earlier Eligibility for the Totally Disabled

Dr. Marsh proposed that for cases of total disability, contributory pensions
should be included as part of the retirement program but should be paid at
an earlier age. This provision would transfer from provincial and municipal
authorities the present burden of assisting these unemployables.
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Financing

A combination of individual contributions and general tax revenues was
recommended by Dr. Marsh as an equitable compromise, in that flat rate assess-
ment, alone is regressive, whereas tax revenues draw from the upper income
groups in graded relation to their capacity to pay.

Transitional Arrangements

Dr. Marsh suggested that the retirement pension program should aim to
move rapidly towards universal coverage. Three alternative routes were
described, but he pointed out that no method is free of difficulties or compromises.
The method which would involve least administrative difficulty would be that
of crediting contributions for older persons, on the assumption that if the
contributory scheme had been in operation, the contributions would acually
have been paid.

Dr. CuarrortE WHITTON, C.B.E.

Dr. Whitton distinguished between two major methods of providing income
security in old age; fiscal payments and welfare services. The witness said that
she did not propose to discuss fiscal payments at any length, but she pointed out
that if they were used, they should be described clearly for what they were and .
should be made visible through a stipulated specific tax. If fiscal payments
were used, they would have to be supplemented by a residual assistance program
at the provineial, municipal or voluntary level.

The witness said that fiscal payments might consist of direct flat-rate
benefits for all persons who have reached a given age, or they might consist of
retirement benefits paid through some contributory prepayment plan. In the
opinion of the witness, a contributory scheme would be complicated, costly, and
difficult to introduce. It would tend to restrict labour mobility and to prejudice
the hiring of older workers. She drew attention to experience in other countries
which shows the inadequacy of contributory benefits during periods of shifting
currencies, and the danger of creating uncontrollable future liabilities. The
witness pointed out that the whole principle of contributory social insurance
is now under “serious examination and grave questioning”, and that Canada
should hesitate before committing herself to any “illusory scheme of contributory
social aid”.

In the opinion of Dr. Whitton, a more satisfactory approach to the needs
of the aged would be the provision of welfare services which are concerned with
actual human needs, and which will continue to be necessary no matter what
form of income maintenance program is developed. She placed major emphasis
on the extension of health services, particularly the development of geriatric
clinics, on the provision of adequate housing for the aged in all parts of Canada,
and on the development of training and placement programs to ensure their
employment, wherever possible. The witness recommended the continuation of
allowances on a means test basis, with upward adjustment in the amount of
allowable income and the introduction of provisional allowances pending proof
of eligibility.

Health Services for the Aged

Dr. Whitton recommended the institution of geriatric grants under the
National Health Grant Program to be used for further training in geriatrics
and for the establishment and extension of geriatric clinics and units. Thpse
clinies, developed with public and voluntary funds would provide, in addition
to treatment services, a flexible, though reliable, means of permitting payment
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of allowances not only to the aged at a statutory minimum age but also at an
earlier age for those with completely disabling or non-remedial conditions. This
would offset the difficulties inherent in an automatic chronological retirement
age, premature for the physically fit and greatly deferred for the handicapped
and infirm. Visiting medical and nursing services might be used to provide
domiciliary care for aged persons living in private homes. The witness suggested
federal aid could be provided to meet the capital costs of these services, with the
province and the municipality paying maintenance costs.

Shelter for the Aged

The witness proposed that a federal-provincial-municipal plan on the lines
of the national Health Grant Program be developed for the construction of
small home-like housing units accommodating not more than 50 persons, with
arrangements for single persons and married couples. Provision should bhe
made for separate rooms with light-housekeeping facilities, and for common-
dining, reading and recreation rooms, and for clinies to supplement the geriatric
clinics. In urban centres the recreation and clinical facilities should be avail-
able to aged persons living in private homes. She said that the Central
Mortgage and Housing Corporation should also be requested to include units
and facilities for the aged in their community housing projects. Mobile canteen
services could be organized by local communities to provide one hot meal a
day for aged persons in their own homes, thus reducing the numbers requiring
institutional care.

Placement Services and Re-training

Because Canada, like other countries, faces the economic consequences of
an ageing population, the witness argued that all persons physically able to work
should be encouraged to continue in employment as long as possible.

Re-training grants, the resources already organized for the training and
re-training of veterans, and the facilities of the public employment service,
should be used to ensure the gainful occupation of mature and older workers.
These, like health services, could be achieved through federal, provincial and
local co-operation, without constitutional change.

Revision of Existing Program

Dr. Whitton proposed that the margin of allowable income under the
present old age pensions program should be increased to permit outside earnings
up to a maximum of $20 monthly. In order to avoid hardships, new applicants
for old age pensions should be granted provisional allowances for a period of
three to six months pending proof of eligibility for pension. Over-payments
could be recovered from subsequent allowances and false applications penalized.

The Self-Supporting Aged

The witness suggested that the present Government Annuities Act might
be amended, extending the present limit of annuities from $1,200 to $1,800. The
health, housing and training services should be made available not only to those
in receipt of maintenance allowances but to the aged and ageing generally.
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CHAPTER VI

F][NANCIAL ASPECTS OF OLD AGE SECURITY

The Committee spent considerable time studying the financial aspects of
various old age income security programs. Expenditures under the existing
program and cost estimates for different types of proposed programs were
reviewed. In addition, data were presented on present tax revenues, together
with the possible yields from various additional or enlarged taxes.

1. COST UNDER EXISTING SYSTEM

For the fiscal year 1948-49, the federal share of the cost of old age pensions
was $64-2 million, while the provincial share was estimated at $21:4 million.
However, with the amendments of 1949, the cost rose substantially, with the
result that federal expenditures were $89-7 million in 1949-50, with provincial
expenditures estimated at $29:9 million. For the current fiscal year (1950-51)
expenditures on old age pensions, federal and provincial, will come close to
$136 million, of which the federal share will be around $100 million.

2. ESTIMATED COST OF DIFFERENT TYPES OF PENSIONS

The Committee obtained estimates of the cost of providing old. age pensions
of various amounts at different ages under a number of plans of old age income
security. Information relating to the estimated cost for three basic types of
plans—a universal pension, a means test pension, and a contributory insurance
scheme with benefits related to contributions—is summarized below.

Universal Pensions

Table III (see following page) sets out for the years 1951, 1961 and 1971
the estimated cost of providing, to all persons in various older age groups,
pensions of $30, $40, $50, $60 and $100 monthly.

Means Test Pensions

It is difficult to forecast the cost of any proposed means test program
since it is not possible to predict the proportion of aged persons who would
apply for the pension under any given income test. Obviously, as the amount
of outside income allowed under a means test scheme is increased, the number
of eligible pensioners is also increased, and the cost rises correspondingly.

The distribution of the incomes of persons in the older age groups is such
that relaxation of the income qualification does not have to be carried very
far before a very high proportion of the population becomes eligible for pension.
The higher the income ceilings for purposes of eligibility, the closer the cost of

~means test pensions approaches that of universal pensions.
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TABLE III

ESTIMATED ANNUAL COSTS OF PENSIONS PAYABLE WITHOUT MEANS TEST TO VARIOUS OLDER AGE GROUPS IN AMOUNTS oF $30, $40, $50, $60 Axp $100 moNTHLY, 1951, 1961, 1971

Number of Annual Cost of Monthly Pensions of
Age Group Year Persons in
Age Group $30 $40 $50 $60 $100
$ $ $ $ $
70 and. over, both BeXes: ... vueeviesivassessves 1951 674,500 242,820,000 323,760,000 404,700,000 485, 640,000 809,400,000
1961 869, 300 312,948,000 417,264,000 521,580,000 625,896,000 1,043, 160,000
1971 1,042,100 345,156,000 500, 208, 000 625, 260, 000 750,312,000 1,250,520, 000
Male 70 and over, plus female 65 and over........ 1951 877,100 351,756,000 421,008,000 526,260,000 631,512,000 1,052, 520,000
1961 1,119,300 402,948, 000 537,264,000 671,580,000 805, 986,000 1,343,160, 000
1971 1,337,300 481,428,000 641,904, 000 802, 380, 000 962,856,000 1,604,760, 000
85 andiover, DOth BOXEH, ;.. vos toe s ko v vmvyy nmsaini s 1951 1,101,400 396, 504, 000 528,672,000 660, 840, 000 793,008,000 1,321, 680,000
1961 1,372, 500 494,100,000 658,800,000 823, 500,000 988, 200,000 1,647,000,000
1971 1,630,000 586,800,000 782,400,000 978,000,000 1,173, 600,000 1,956, 000,000
Male 65 and over, plus female 60 and over........ 1951 1,354,100 487,476,000 649,968,000 812,460,000 974,952,000 1, 624,920,000
1961 1,667,700 600,372,000 800,496, 000 1,000, 620, 000 1,200, 744,000 2,001, 240,000
1971 1,998,000 719,280,000 959, 040, 000 1,198,800, 000 1,438, 560,000 2,397, 600,000
00 and over; both sXed. .. o ic il be il s 1951 1,631,900 587,484,000 783,312,000 979,140,000 1,174,968, 000 1,958, 280,000
1961 1,969,700 709,092, 000 945,456,000 1, 181,820,000 1,418, 184,000 2,363,640, 000
1971 2,366,900 852,084,000 1,136,112,000 1,420, 140,000 1,704,168, 000 2,840, 280,000

?:
p,
[y
&
o

INAL HIgE ‘AVASINAAM

189




Sl

ed 4
iy W

v

682 HOUSE OF COMMONS 14 GEORGE VI |

Under the present means test program with a maximum pension of $40 a
month, 43-1 per cent of all persons in Canada 70 years of age and over are in
receipt of pension. The Committee was provided with estimates showing that
if the same test were applied about one-third of the persons in the age group
65 to 69 might qualify for means test pension. The total cost on this basis
would be in the neighbourhood of $64 million annually.

Contributory Insurance Plan

Under the insurance approach the pensioner accumulates a right to his
pension, which may be on a graduated or flat rate basis, by making contributions
through the payment of premiums during his working life. Table IV provides
data on the monthly pension purchasable at ages 65 and 70 by the payment of
a premium of $1 monthly; also, the monthly premium required for the purchase
of an annuity of $40 monthly at ages 65 and 70. Table V sets out correspond-
ing rates for survivors’ benefits.

The data in Tables IV and V are indicative of what the costs (as a per-
centage of income) of a contributory plan might be under the deferred equity
approach. Under such a plan, the premium might be divided among the insured,
his employer, if any, and the government, or any combination of these three
factors. :

3. TAX REVENUES OF THE FEDERAL GOVERNMENT

The Committee reviewed the preliminary estimates of the tax revenues of
the federal government for the fiscal year 1949-50, as well as the revenues fore-
cast for the fiscal year 1950-51. These revenues are set out in some detail in
Table VI.

TABLE IV

MONTHLY PENSIONS PURCHASABLE AT AGES 65 AND 70 BY $1 PAYABLE MONTHLY AND MONTHLY PREMIUMS
FOR PENSION OF $40 MONTHLY AT AGE 65 AND 70, MALES ONLY

Age at Which Premiums Commence

Monthly Pension,
Purchasable by Premiums
of $1 Monthly, Payable at

Monthly Premium for
Pension of $40 Monthly
Payable at

Age 65 | Age 70

Age 65 | Age 70

Plan A—No return of premiams if contributor dies before pension

is first payable.

2D0n. 15 et A AR M e $10.71 $17.76 $3.74 §$2.25
511 et e SRR G HRR I e AL 6.72 11.36 5.95 3.52
A0 e A R e e 3.86 6.79 10.35 5.89
B T TR N 1.86 3.58 21.52 11.18
Bt o i b N e e Bl 0.49 1.39 81.66 28.87
Plan B—Premiums returned if contributor dies before pension is
first payable. Plan B rates are identical with Govern-
ment Annuity rates.
>, | G A MR G SRR N o 8 e s $ 8.09 $11.74 $4.94 $ 3.41
R SN Loy, B (T 5.27 7.86 7.58 5.09
v ORI e SN e S Ay S 3.18 4.96 12,58 8.06
5 I R R R S s L LR 1.62 2.81 24,62 14.26
003 il S e A e 0.46 1.20 86.26 33.41

Interest Rate Used—three per cent.
Administrative Costs—no loading.

Mortality Rate—Mortality of Annuitants 1900-1920, a(f) and a(m), with a reduction of three years in

age.
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TABLE V

SURVIVORS' PENSIONS PURCHASABLE AT MALE AGE 65 AND 70 BY $1 PAYABLE MONTHLY AND MONTHLY
PREMIUMS FOR SURVIVORS' PENSION OF $40 MONTHLY AT MALE AGE 65 AND 70

(In all cases it is assumed that the wife is five years younger)

Monthly Pension Purchasable Monthly Premium for
by Premium of $1 Monthly Pension of $40 Monthly
Age of Male When Premiums Payable at Payable at
Commence

Male Age 65 | Male Age 70 Male Age 65 ' Male Age 70
TR R B S s G S D A R i $7.94 $12.41 $ 5.04 $ 3.22
= 7 1L R o P TR TR Wl T2 0 e 1y ¢ 5.02 7.99 7.97 5.00
R gt o AR SRR LS 2.92 4.82 13.72 8.30
B sy o o S L e e 1.42 2.57 28.10 15.55
LSRR R AN - AT N S s .39 1.02 103.73 39.19

Nore:—On the prior death of the male after the pension is to begin i.e. after age 65 (70), the pension to
the surviving wife to be reduced by one-half.

On the prior death of the male before the pension is to begin i.e. before age 65 (70), one-half the full
pension is to be paid to the surviving wife when she reaches age 65 (70).

Interest Rate used—three per cent.

Administrative Costs—no loading.

Mortality Rates—Mortality of annuitants 1900-1920, a(f) and a(m), with a reduction of three years in
age.

TABLE VI
Tax REVENUES oF FEDERAL GOVERNMENT, 1949-50, 1950-51

Tax 1949-50 1950-51
Preliminary Forecast

In Millions of Dollars

I. Direct Tazes—
(a) Income Tax—

Ul T i gt b 08 R DO SO S S RO S W el 611-5 530-0
51 B T RN e el LD R RSN S L o U G RN 5865 580-0
Gy dptavests dividends iaballid i sy e s 45-5 46-0
(LR TR G I SRR i SEGE R LR S T e Lo — 25 —
§ ST TR b T Nt S el e e (S MR R R AR S S WSl 2 28-5 29-0
0L R B T R S e O e N s e e e 1,269-5 1,185-0
II. Indirect Tazes—
(@ Cristoms Tmpott IDIIes: o i Whie, 10 mn o s st i AR 9T 229-0 2250
(b) Excise Duties—
(6D e oy R 275 0 U T T e S A G R e G N B 104-5 102-0
B s TR T e o g 7 e S B S RGeS GRS S Sl 114-0 114-0
DT S E R Ve U £ R ) S S RIS RE R Batich Sl — 30 - 3-0
() Neb BN0ine  DUtIOR s 0l G100 2 b d v ki B e T e g 215-5 213-0
o T ETROPTR §T ) IRt R BT RS SRR e Ay ARERUE SRS R 404-1 400-0
(d) Other Excise Taxes— y
R 0T T oWt Loy - VR e MR S RIS SRR s S R o A 83-4 83:5
(ii) Automobiles, tiresand tubes............c....coeveiiiiiinan. 342 35-0
T gans ek SR AR e R, S L A S e Gl R PO B S e, 9.7 9.5
(iv) ‘Cighrette Papers and tabel. . uic. | [ i i valodsin s ssas oo slobis 7-1 70
(v 12 U8 Wellors X RAIGRER .2 5 G vy i slsoid 5 el o 3ia's aid s a4 4.3 4.5
g R BRI 6 S BT NI ST S R EE Ao 25-2 13-5
(6 51y e by 79 sl B U0 Dy ST 3T et S R o WSS S e 163-9 153-0
8 AT T YT 4 R it eI S NS S S R U R A 4-0 4-0
(g i 3 sl e B S T LA R R e P N e T 1,016-5 995-0
MR SV e e el o o B it e 0 0 et e o e SR A P 2,286-0 2,180-0

V 88—63%
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4. ADDITIONAL TAX REVENUES

The Committee requested the Department of Finance to furnish information
respecting various types of tax yields which would enable it to consider possible
means of financing any additional provision for old age security. This informa-
tion is summarized below. All the estimates given assume a continuation of
present levels of employment and income.

" Levies on Personal Income

(a) Lowering of Exemptions Only. If the 1950 personal income tax rates
were to be maintained; and if exemptions were to be lowered to $750 for single
persons, $1,500 for married persons, $100 for family allowance dependents, and
$300 for other dependents, it is estimated that there would result $160 million
annually in new revenue, as follows:

—$138 million from current taxpayers, and
—$ 22 million from 750,000 new taxpayers.

If, under present rates, the exemptions were lowered to $500 for, single
persons, $1,000 for married persons, $75 for family allowance dependents, and
$200 for other dependents, the additional yield is estimated at $365 million, as
follows:

—$281 million from current taxpayers, and

—=$ 84 million from 1,300,000 new taxpayers.

(b) Surcharge on Existing Personal Income Tax. Tt is estimated that each
5 per cent surtax on existing income tax liability, at 1950 rates, would produce
an additional $29 million in revenue.

A ten per cent surtax would therefore produée on the same basis an addi-
tional $58 million.

(¢) Special Levy on Personal Income. In Table VII there are shown the
theoretical yields of a one per cent tax on personal income, subject to limitations
of exemptions, exclusions and maxima, and assuming perfect collection.

These are theoretical yields. They assume perfect collection. They must
therefore be used with care in attempting to forecast actual collections which
are bound to be less than the theoretical yields. The difficulties of collection
would be least with respect to wages and salaries and certain kinds of invest-
ment income which can be taxed more readily at the source. Conversely, the
difficulties would be greatest with respect to the collection of tax on the incomes
of the self-employed.

Similarly, experience has shown that the percentage of actual colleetion is
likely to increase and relative collection costs to decline, the higher the level
of exemptions or exclusions; this is because of the elimination of those with
small earnings.

Subject to these qualifications, the foregoing table shows the theoretical
yield of a one per cent tax on all personal incomes and on all personal incomes
with certain exemptions and deductions, and also with certain “ceilings” on the
tax payable by an individual within a year. The yield of a tax at a rate higher
than one per cent may be calculated by multiplying these figures by the appro-
priate amount.

For example, the theoretical yield of a one per cent tax on all income,
without exemption, exclusion or ceiling, as shown in the table, is $100 million.
If an individual is not required to pay more than $25 annually, the theoretical
.yield falls to $81 million. Likewise, if an individual is not required to pay
more than $50 annually, the theoretical yield falls to $92 million,
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TABLE VII
THEORETICAL ANNUAL YIELD oF EacHE ONE PER CENT TAX oN PErsoNAL INcomEe!

Annual Yield
Base No Maximum Annual Tax of
Maximum
Tax $50 ‘ $25
In Millions of Dollars
0 T 0 R G R b Bt < il 3 A Mo SR e R K 100-0 92-3 81-3
II. Deductible Ezemptions?
() 3000 for Al personB o< 010, s e LU G i s i 75-3 68-4 61-0
(b) $500 for single persons, $1,000 for married persons, and $100
ihtok depemdentan er . I O o o LT S o s d Ly . 57-8 51-5 46-2
(c) $750 for single persons, $100 for dependents, and
(i) $1,250 for married persons. . 48-3 42.3 37-8
g (1i) $1,500 for married persons 43-9 38-1 340
III. Ezclusions®
() et 00 e s e R S e i N v D s 98-0 90-5 79-6
(b) First $1,000... 90-1 82.7 72-0
(¢) First $500 for single persons, $1,
and 3100 Tor debsRdbnte s w S o, Bt ot v o ia s U o 91-6 84.3 73:6
(d) First $750 for single persons, $100 for dependents, and
(1) 815200 100 TBITIOT - DETBONE. 4 & 55 s ols bt sia s slae s sro sin 0t 08 86-7 79-4 68-7
(1i) $1,500 for married PersonS. .......cceeveenceiaieaeans 825 751 64-4

1 It is estimated that $10 billion would come within the scope of the present tax law. This assumes
that no tax is payable on family allowances, war pensions, unemployment insurance benefits and so on,
and that relief for medical expenses, charitable donations, losses and so on would be allowed.

2 The exemption amounts shown are not subject to the tax. A person with income of $1,200 pays tax on
$700 when the exemption is $500.

3 Persons with incomes under the excluded amounts pay no tax. Persons over the excluded amounts
pay tax on their whole income (except for the ‘‘notch’ provision). Thus, the person with income of $1,200
pays tax on $1,200 when the exclusion is $500 or $1,000.

A two per cent tax on all incomes without exemption, exclusion or ceiling
would therefore have a theoretical yield of $200 million. Similarly, a two per
cent tax on all incomes, subject to a deductible exemption of $750 for a single
person, $1,500 for a married person and $100 for dependents, without ceiling,
would be twice $43-9 million or $87-8 million.

The exclusion of individuals with incomes below certain levels results in
smaller loss of revenues than a system of deductible exemptions, because all
those who are not excluded from payment would be subject to the tax on their
full incomes. Thus, using the same exclusions of $750 single, $1,500 married and
$100 for dependents, the theoretical yield of a one per cent levy would, as
shown above, be $82°5 million, and of a two per cent levy would be $165 million.

If a ceiling is applied, it is necessary, in calculating the theoretical yields,
to raise the ceiling in the same proportion as the tax is raised. For example,
a ceiling of $25 applied to the same exclusions as used above reduces the one
per cent yield to $64 -4 million. This ficure of $64-4 million can only be doubled
as the result of a two per cent tax by raising the ceiling to $50.

It must be emphasized again that all the figures given are theoretical. They
are subject to downward adjustment for inevitable losses in collection.

Taxes on Corporations

It is estimated that corporation profits are approximately $1,850 million
annually. (1) On this amount, the present federal income taxes of 10 per cent
on the first $10,000 of taxable profits and 33 per cent on the remainder are
expected to yield $590 million.

1 About $600 million of which is dividends and forms part of $10,000 million used in
Table VII. Thus the total of personal income and corporatlon profits is about $11,200 million,
ra.ther than $11,800 million.
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(a) Surtax. A surtax of 5 per cent on the existing -’corporation profits tax
g%uld probably yield $29:5 million annually, subject to the reservations noted
elow. - :
Any .increase in taxes may in itself have an effect on corporate profits;
also, there may be fluctuations in profits due to other causes. The calculations
made here assume that profits continue at $1,850 million annually.

(b) Special Levy. It is estimated that each one per cent special levy on
corporate income would result in $18+5 million additional revenue. In this case,
as in the case of a surtax on corporate income, theoretical yields from rates
higher than those given may be calculated by a simple process of multiplication.

Payroll Tax on Employers

Total wages and salaries paid, including ‘employee contributions to soecial
security, but excluding supplementary labour income such as employer con-
tributions to pensions and to social security, are estimated by the Dominion
Bureau of Statistics at $7,300 million for the year 1949. One per cent of this
total is approximately $73 million. Two per cent of this would therefore be
$146 million, and so on. Wages and salaries paid to farm workers and domestic
servants are included. To the extent that collections are net made from all
employers, the actual yield would be below these figures.

Sales Tazx

The existing sales tax of 8 per cent is estimated to yield $400 million in
1950-51. The estimates for additional yields set out below assume no change
in levels of consumption. Changes may result, however, either from these
additional taxes or from other factors.

(a) Increase in Exzisting Tax Rate. FEach one per cent increase in the
existing sales tax would probably yield an additional $50 million annually.

(b) Taxing Additional Items. If the six major classes of goods not now
taxed were subject to the existing tax of 8 per cent, the yield would probably
inerease by $300 million, bringing the total yield to $700 million.

The six classes of goods now excluded are foodstuffs (except for a few items),
fuel (including electricity), building materials (except for a few items),
machinery used directly in the manufacture of goods, farm machinery, and a
wide range of goods of minor importance. All purchases by publie hospitals
and certain charitable institutions are exempt from sales tax.
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CHAPTER VII

7 CONSTITUTIONAL ASPECTS OF A FEDERAL
OLD AGE PENSION PROGRAM

The Deputy Minister of Justice appeared before the Committee to give
evidence on constitutional questions relating to old age pensions.

In the opinion of the witness, legislation providing a universal non means
test unconditional flat rate pension financed from general revenue could be
enacted within the authority of Parliament, since it would be merely an appro-
priation of public money to be distributed for a particular purpose.

On the other hand, apart from unemployment insurance for which Par-
liament was given power to enact legislation by an amendment of the British
North America Act in 1940, Parliament has not the power to enact legislation
to establish an insurance scheme in which contributions are required by em-
ployees, employers and the federal government, and where the amount of
pension payable to any individual is related to the contributions made by or
on his behalf. s

Between these two extremes of payments from general revenue and an
insurance scheme, there is a range. of possibilities where, in the view of the
witness, constitutionality cannot be determined until a specific proposal is set
out in a bill. Tt is not clear, for example, whether it would be within the power
of Parliament to pass an Act under which special taxes would be earmarked
for paying old age pensions, even though the pensions might not be related in
any way to previous payments of the tax. The validity of such a scheme would,
according to the evidence presented, depend upon whether or not there was a
complete disjunction of the compulsory taxation measure and the pension
payments. Unless it were clearly evident that the taxes would not be borne
directly and solely by those who would ultimately be pensioned, the necessary
disjunction would not be complete and there would always be the possibility
of the courts holding the plan to be a compulsory insurance act and, hence,
invalid. For illustration, if the earmarked tax were a customs duty, the dec151on
of the courts might be different from the decision if it were an income tax;
there might appear to be a less direct relationship between payment of beneﬁts
and customs duties than between payment of benefits and income tax.

In giving his views on the constitutionality of a pension plan financed in
any way other than from general revenue, the witness stated that he was
influenced in large measure by the 1937 judgment of the Privy Council on the
validity of the Employment and Social Insurance Act of 1935. In this judgment,
Lord Atkin, while observing that the federal government may, under its existing
powers, impose taxation for the purpose of creating a fund for special purposes
and may raise money by any mode or system of taxation, went on to state as
follows: “But assuming that the Dominion has collected by means of taxation
a fund, it by no means follows that any legislation which disposes of it is
necessarily within Dominion competence . .. In other words, Dominion legis-
lation, even though it deals with Dominion property, may yet be so framed as
to invade civil rights within the Province, or encroach upon the classes of
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subjects which are reserved to Provincial competence. It is not necessary that
it should be a colourable device, or a pretence. If on the true view of the
legislation it is found that in reality in pith and substance the legislation
invades civil rights within the Province, or in respect of other classes of subjects
otherwise encroaches upon the provincial field, the legislation will be invalid. ..
An insurance Act affecting the civil rights of employers and employed in each
Province. . . is invalid.”

In answer to a question, the witness expressed the opinion that an agree-
ment between the federal and provincial governments would not confer upon
Parliament the authority to enact legislation which could not otherwise be
enacted under the constitution. He further stated that pension schemes within
the legislative competence of Parliament would not require agreements with
the provinces, although agreements might be entered into for the administration
of such schemes.
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CHAPTER VIII

RELATIONSHIP OF OLD AGE SECURITY TO
OTHER FEDERAL PROGRAMS

Evidence was presented to the Committee on the possible relation of an old
age security scheme to various existing federal government programs including
War Veterans Allowances, Unemployment Insurance, Canadian Government
. Annuities, and the National Housing Act.

1. War VETERANS ALLOWANCES AND OLD AGE PENSIONS

At the present time old age pensions and war veterans allowances are
mutually exclusive; one may not be supplemented by the other. In general,
according to the evidence presented, veterans seem to prefer the allowance to
the pension, even when in individual cases the allowance may be somewhat
smaller. The reason for this appears to be that veterans feel they have earned
the allowance whereas the pension is looked upon as state charity.

Witnesses from the Department of Veterans Affairs pointed out that war
veterans allowances are in some ways more favourable than old age pensions:
for example, allowances are payable at an age 10 years earlier than old age
pensions, and allowance recipients are entitled to hospitalization and medical
care, whereas these services are not provided automatically or uniformly for all
old age pensioners. The Chairman of the War Veterans Allowances Board
expressed a personal view that, because of the advantages under War Veterans
Allowances, some veterans might prefer the prospect of these allowances to
anticipated benefits under a general old age retirement scheme for which con-
tributions would be necessary.

2. INTEGRATION OF A CoNTRIBUTORY OLD AGE PENSIONS SCHEME
wITH UNEMPLOYMENT INSURANCE

The Deputy Minister of Labour was asked to outline to the Committee the
manner in which the administration of unemployment insurance might be
extended to include the operation of an old age insurance scheme. The witness
indicated his belief that the Canadian people favour the insurance principle in
social security and argued that the linking of the administration of an old age
insurance scheme with unemployment insurance could be achieved in Canada
as it has been achieved in Great Britain.

The witness suggested that the objective of a new old age pension plan
should be universal benefits and universal contributions; that only a small reserve
would be necessary for the old age section as compared with the unemployment
section of the program; and that there is a certain value in having people make
direct contributions rather than having benefits payable from general taxes,

since the participant realizes in this way that his benefits are related to his
contributions.

The witness proposed that as a good start toward a contributory plan,
unemployment insurance administrative facilities might be expanded to include a
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retirement insurance program with the same coverage which exists at present for
the risk of unemployment. The self-employed might be required to purchase
government, annuities in the same amount as the old age pension (this proposal
is discussed in detail in the next section of this Chapter). A means test pension
would be required for a limited number of persons who had not made contribu-
tions or purchased these annuities. ;

As unemployment insurance was extended in coverage, the witness believed
that the same extension would hold for old age ‘insurance. If the government
were to provide universal benefits prior to that time, contributions would be
payable by one sector of the community while benefits would be available to all.
However, as long as contributions were low the witness considered that there
would probably be no objections to this situation.

The extension of coverage to such groups as farm-workers, fishermen and
the self-employed, would raise certain difficulties but the witness did not consider
these to be insurmountable. He suggested that universal coverage could best be
achieved over a period of years, but that if an act were passed requiring contri-
butions from everyone, it could, if necessary, be put into effect within six months
or a year.

The witness further suggested that there are obvious advantages in having
only one administrative body for old age pensions and unemployment insurance,
since the administrative costs would be less than for two separate plans. In this
connection he pointed out that the Unemployment Insurance Commission and
the National Employment Service already have 250 branch offices in Canada.
The witness considered that there would be an advantage in having collections
made by the Unemployment Insurance Commission rather than by the Depart-
ment of National Revenue, in that the attention of the contributor would be
called more forcibly to the purpose of the contribution. Individual contribution
records would have to be kept, but these would not need to be unduly complex;
only the fact of contribution would have to be recorded for eligibility purposes.

Estimates were presented on the cost of collecting contributions and of
maintaining individual records under a combined old age and unemployment
insurance program with universal coverage. The annual cost of collecting contri-
butions would be about $5:7 million, or a little over one dollar per person in the
labour force. In addition the annual cost of maintaining records was estimated
at $5 million. Thus the total cost of :collecting contributions and of maintaining
records under universal coverage for both old age and unemployment insurance
might amount to $10:7 million.! No estimates were submitted on costs of
verification of claims, adjudication of claims or payment of benefits.

3. CANADIAN GOVERNMENT ANNUITIES IN RELATION TO
AN Orp AGE SECURITY PROGRAM

.

The Deputy Minister of Labour was asked to outline to the Committee the
way in which the Government Annuities Act might be utilized in relation to an
old age insurance program. He suggested that, for the self-employed and others
not protected against the contingencies of old age under an old age insurance
program linked with unemployment insurance, it might be possible to extend
the Government Annuities Act so that such persons would be required to
purchase a government annuity in the amount of the old age pension. Since,
for those persons coming under the insurance part of the plan, there would be
contributions from employers, employees and the federal treasury, the self-

1 The cost of collection for unemployment insurance under its present coverage is
$2.716,000; the present cost of maintaining records is estimated at $2,505,000: a total of
$5,221,000 for these two items.
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~ employed purchasing government annuities would be at a disadvantage in terms
of cost. He therefore suggested that a more equitable situation would result if
the cost of annuities were reduced for the self-employed. If they were to pay
80 per cent of the cost of the specified pension they would be in the position of

. paying an amount roughly equivalent to the employee and employer share
under the suggested insurance program,

The witness expressed the opinion that, since less than 300,000 persons have
taken advantage of the opportunity of purchasing government annuities in the
42 years since they became available, some degree of compulsion or additional
encouragement would probably be necessary to extend participation further.

If there were a plan for the payment of $40 a month at age 70 it would be
possible, in his opinion, to issue a new type of annuity which would commence
with a specified amount at age 65 and would be reduced at age 70 by the amount
of the old age pension. However, he added that it might be difficult to work out
such an- annuity if it had a gwaranteed period, especially if the guaranteed
period extended beyond age 70.

4. Tue NATIoNAL HoOUSING AcT IN RELATION TO
AN Orp AcE SECURITY PROGRAM

The Committee asked the Central Mortgage and Housing Corporation to
submit a memorandum on the possible uses of National Housing Act facilities in
connection with housing for aged persons. The memorandum is based on the
assumption that to meet the need of aged persons there is required a supply
of housing reserved exclusively for them, designed to meet their physical needs
and carrying a rental, either economiec or subsuhzed which is within their ability
to pay.

Section 9 of the National Housing Act permits loans by the Corporation to
" limited dividend companies in amounts up to 90 per cent of the lending value
of the housing project. Interest on such loans is at three per cent per-annum
and repayment may be made over a period as long as fifty years. Housing so
produced may be designated for lease to specific classes such as aged persons.
This section has already been applied to provide housing for the aged in Burling-
ton, Ontario, and in Vancouver, British Columbia.

Under Section 35 of the Act, low rental housing projects may be built,
provided that an agreement is reached between the provincial and federal govern-
ments. The capital cost of such a project must be shared 25 per cent by the
provineial government and 75 per cent by the federal government. Rental may
be economic or subsidized; in the latter case the loss is shared by the two gov-
ernments in the same ratio. British Columbia, Ontario, Quebec, New Brunswick
and Newfoundland have passed legislation pomuttmg their governments to enter
into such agreements. There is no provision in this section for restricting low
rental housing projects to any specific class such as aged persons. The memo-
randum stated that it is not known whether such restriction could be applied
in practice, but that the possibility might be considered by provincial and federal
governments.  If rental projects carrying such restrictions were acceptable, they
could be subsidized to an extent that would bring them within rental levels
compatible with the income of old age pensioners.
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CHAPTER IX

FINDINGS OF THE COMMITTEE

COMPLEX NATURE OF THE PROBLEM

1. The sum total of evidence placed before the Committee by provincial
governments, representative organizations and individuals has been impressive
in terms both of quantity and quality. It has served to high-light the intense
complexity of the subject which was referred to the Committee for study. The
evident fact is that the problem of providing security to the aged in our popula-
tion is not a simple or clear-cut matter.

2. The nature of this problem can perhaps best be illustrated by pointing
out in the first place that old age itself is very difficult, if not impossible, to
define. We are dealing with a phenomenon, the ageing process, which is not the
same for all individuals. Some persons become aged many years before others in
the same community; others retain the physical capacity and ability to continue
in productive employment for many years beyond what is normally considered
the age for retirement. Regardless of the age which may be arbitratily selected
as normal for retirement, there are always certain individuals above that age
who are capable of continuing as active members of the community; and there
will likewise always be individuals below the age who will not be able to carry
on in the normal way as self-supporting members of society.

INCREASE OF AGEING POPULATION

3. The Committee has also in its deliberations been faced with the fact that
regardless of the age which may be selected as normal for retirement, the mag-
nitude of the problem and the numbers of persons in the population above the
selected age do not remain static. Due to improved health services and the
consequent increase in the longevity of our population, along with other factors,
our aged population is growing from year to year.

4. In 1931 the average life expectancy for new-born males was 60 years and
for females 62-1 years. The total population of Canada over the age of 65
was 576,000, representing one in every eighteen of the total population. Since
then the average life expectancy of new-born males and females has risen to
65-18 years and 69-05 years respectively (1947 figures). Combined with in-
creased longevity was a decline in the birth rate, since reversed, which has
contributed to a higher proportion of population in the advanced age brackets.
The total of persons 65 or over in 1951 will number approximately 1,101,400, or
one in every thirteen of our population. This trend towards an ageing popula-
tion may reasonably be expected to continue through the decades ahead. It is
estimated that in 1961 the population 65 and over will approximate 1,372,500,
and in 1971 it will rise to 1,630,000.

5. The estimated future increases in population at different age levels, and
the costs of providing universal pensions to such persons at different rates, are
set forth in the following table taken from the evidence:




TABLE VIII

ESTIMATED ANNUAL COSTS OF PENSIONS PAYABLE WITHOUT MEANS TEST TO VARIOUS OLDER AGE GROUPS IN AMOUNTS oF $30, $40, $50, $60 anp $100 moNTHLY, 1951, 1961, 1971

Number of Annual Cost of Monthly Pensions of
Age Group Year Persons in
Age Group $30 $40 $50 $60 $100
$ $ $ $ $
70 A OVer, DOt BeXBR o1 v rens it s oy s 1951 674, 500 242, 820, 000 323,760,000 404,700, 000 485, 640, 000 809,400,000
1961 869, 300 312,948,000 417,264,000 521, 580, 000 625,896,000 1,043, 160,000
1971 1,042,100 345, 156,000 500, 208, 000 625, 260, 000 750,312,000 1,250, 520, 000
Male 70 and over, plus female 65 and over........ 1951 877,100 351,756,000 421,008,000 526, 260, 000 631,512,000 1,052, 520, 000
1961 1,119,300 402, 948, 000 537, 264, 000 671, 580,000 805, 986, 000 1, 343, 160, 000
1971 1,337,300 481,428, 000 641, 904, 000 802, 380, 000 962, 856, 000 1, 604, 760, 000
65 and.over, bothgexes. o.... ... o  Tivii vt ek 1951 1,101,400 396, 504, 000 528,672,000 660, 840, 000 793,008, 000 1,321, 680, 000
1961 1,372, 500 494, 100, 000 658, 800, 000 823, 500, 000 988, 200, 000 1, 647,000, 000
1971 1, 630,000 586, 800,000 ,400, 978, 000, 000 1,173, 600, 000 1,956, 000, 000
Male 65 and over, plus female 60 and over........ 1951 1,354,100 487,476,000 649, 968, 000 812,460, 000 974, 952, 000 1,624, 920,000
1961 1,667,700 600, 372,000 800,496, 000 1,000, 620, 000 1,200,744, 000 2,001, 240,000
1971 1,998, 000 719,280,000 959, 040, 000 1,198, 800, 000 1,438, 560,000 2,397, 600, 000
60 and over, both 8exes. . .. ievs ioinialainvsns 1951 1,631,900 587,484,000 783,312,000 979,140,000 | 1,174,968, 000 1,958, 280, 000
1961 1,969,700 709,092, 000 945,456,000 1,181, 820, 000 1,418, 184,000 2,363, 640, 000
1971 2, 366, 900 852,084,000 1,136, 112,000 1,420, 140,000 1,704, 168, 000 2, 840, 280, 000
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LATER AGES OF RETIREMENT

6. As large numbers of persons reach what may, under present circumstances,
be considered the normal ages of retirement, and as they find themselves in
better health, it may be expected that they will show increasing reluctance to
accept the inevitability of retirement at such ages. It is in the interests of the
individuals themselves and of the country as a whole that we should re-think

_our attitude towards continued gainful occupation of these older age groups.

7. The Committee believes that increasing emphasis should be placed on
efforts to remove from people’s minds the idea that there is any set or accepted
age for retirement. Each individual in the nation’s population should be encour-
aged to continue as long as possible in gainful employment.

8. Not only is this a matter of importance to individuals themselves in terms
of their health and mental outlook, but it is of even greater importance to the
over-all economy of the country. Surely a country like Canada, with a wealth
of natural resources still in large part undeveloped, is justified in having profound
faith in its economic future. If we are to develop these resources adequately,
we shall need to retain in active undertakings the largest possible number of
our nation’s population. The Committee believes that, in the years ahead, our
economic progress and prosperity will depend in significant measure on the
success of efforts made to utilize to the fullest possible advantage the mature
skills of these older workers.

PREMATURE AGEING AND INVALIDITY

9. The reverse of the problem of retaining older workers in the labour
market is that presented by the prematurely aged and invalids who are obliged
to retire from employment before their normal time. The Committee has been
deeply impressed by the evidence presented as to the position in which invalids
and incurables find themselves at present. It has also received representations
from organizations representing the blind, and blindness is, of course, part of the
total problem of invalidity. The Committee has felt, however, that the terms
of reference established for it ruled out the possibility of a detailed examination
of this problem as it applies to the younger age group.

SOCIAL NEEDS OF THE AGED

10. The Committee has also been faced with an impressive volume of
evidence which demonstrates that old age security does not consist solely of the
assurance of adequate cash income to individuals in their later years. It is
important to keep in mind that income security, while an important element in
the total program, is not by any means the entire answer. Adequate housing,
health and welfare services, the availability of suitable part-time occupations
for the aged—all these factors enter into the complex picture of the needs of
this important section of the nation’s population.

CoNTINUED EMPLOYMENT OF OLDER WORKERS

11. Much is already being done along these lines,—for example, the efforts
made by the National Employment Service of Canada to encourage the continued
employment of older workers on a full or part-time basis. Much more, however,
needs to be done in terms of persuading employers and governments to keep open
the doors of employment opportunity to individuals who are in their middle or
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later years, so that each individual with the capacity for useful and productive
employment will be afforded equal opportunity to contribute his or her share to
national production and to national well-being.

HearTH PROGRAMS

12. With regard to medical and health programs for the aged members of
the population, the Committee has noted the extent to which some of the
provinces have developed well-organized programs in this field. These under-
takings, the Committee feels, should be encouraged and further developed, parti-
cularly in those provinces which have not yet undertaken special programs to
meet the health needs of the aged. Any lessening of the burden on the provinces
of providing income security for the aged may enable them to develop more
adequate hospital and medical care services for this section of the population.

Housing NEEDS

13. The Committee has also considered the housing needs of the aged and
the possibilities now open to private organizations, provincial and muniecipal
authorities under amended provisions of the National Housing Act. It is the
Committee’s view that due to the comparative recency of these amendments full
advantage has not yet been taken of the opportunities thus afforded. It considers
that further exploratory work should be undertaken for the purpose of seeing
how the machinery already in existence can be developed and further expanded
in order to make possible a more adequate solution of this urgent aspect of the
problem of old age security.

EMPLOYEE PENSION I;LANS

14. Within recent years there has been a remarkable development of
employee pension plans designed to provide a measure of old age security for
the more fortunate section of the employed population that happens to be
covered.

15. The efforts that have been made, particularly during the past few
years, to provide retirement security for employees are worthy of commenda-
tion. Employee pension plans have already made a significant contribution
to the provision of retirement security for an important section of the Canadian
labour force. ;

16. The Committee has recognized in the course of its deliberations that
it would be rendering a disservice to this important segment of the Canadian
labour force if it were to consider any plan of governmental intervention which
would have as one of its results, intended or otherwise, any diminution of the
interest and concern currently being shown by employers in the provision of
old age security for their employees.

17. It must be recognized, however, that present employee pension plans
have a very uneven effect over the entire working force. Some groups of
employees are covered adequately, some inadequately, others not at all. Further-
more the development of separate employee pension schemes tends to restriet
the mobility of labour by tying the employee to a particular employer. To the
extent that these plans differ one from the other, to the extent that prosperous
industries can afford to provide them and others not, the result is to confuse
and to complicate the over-all picture.
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18. These difficulties are further intensified by the fact that to a certain
degree the costs of these employee pension plans are, like higher wages, passed
on to the consumer in added production costs, with the reswlt that the entire
population finds itself indirectly paying part of the cost of pensions for the
more fortunate groups. :

19. All this has made it imperative that the Committee should endeavour
to see what kind of a scheme it could develop on a universal basis which, by
its very simplicity, would make it possible for these industries to adjust their
private pension plans so as to fit into governmental provisions, and would
stimulate the development of mew pension plans, particularly among smaller
businesses.

20. The Committee feels that any plan to be considered should not interfere
with employee pension plans, the purchase of govermental or private annuities,
or private savings. Any scheme conceived under public auspices should be
such as to place a floor under these private or collective provisions for retirement
security; this would make possible the development under private initiative
of supplemental programs which, taken together with governmental provisions,
would result in more adequate retirement security for the largest possible
number of Canadians. '

21. While a simple basic scheme under governmental auspices should support
and stimulate employee pension plans, there is also room for improvement in
these private plans which would eliminate some of their inadequacies and com-
plications. Some improvement has already been effected by the insistence of
the income tax authorities upon certain minimum conditions as to vesting of
pension rights in approved pension plans, but it is the Committee’s view that
further improvement could be effected, without imposing unnecessary hindrances
on the development of private plans, by requiring, as a condition of income tax
exemption, a greater degree of transferability of individual pensions rights.

GOVERNMENT ANNUITIES

22. Tt is also important that the provision of basic old age security should
do nothing to weaken the incentive of the individual to provide through personal
saving for his old age. Moreover, every facility should be offered to make it
possible for the individual to make regular contributions for this purpose. The
Committee reviewed the operations of government annuities and believes that
their purchase should be encouraged and that the merits of this particula}‘ form
of saving should be made more widely known by a suitable campaign of
advertising and by other methods designed to facilitate their purchase.

OTHER CLAIMS TO PRIORITY

23. Finally, in its study of the old age security systems in effect in other
countries, and in its consideration of the evidence presented by representative
Canadian organizations and individuals, the Committee has had to keep
constantly in mind the place of old age in an over-all social security program.
While the terms of reference of the Committee have limited its study to the
specific field of old age security, it has not felt it advisable to overlook the
fact that there are other areas of social need in which governments, both
provincial and federal, may be called upon to take in the future a substantial
measure of responsibility.
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24. Present expenditures on all forms of social security in Canada have
already reached impressive proportions. Family allowances in 1950-51 will
cost in excess of $300 million. Military pensions, war' veterans allowances
and other health and welfare services provided for ex-service personnel through
the Department of Veterans Affairs total in excess of $150 million annually.
Present expenditures on old age assistance, federal and provineial, will come
close to $136 million in the current fiscal year. Unemployment insurance
benefits in the fiscal year just closed were in excess of $85 million. In
addition to these items of major importance, public expenditures on all levels -
of government for health and hospital care total close to $150 million annually;
expenditures on workmen’s compensation, provincial mothers’ allowances and
other provincial or local welfare services approximate $100 million annually.
The total annual cost of health and welfare services to the people of Canada
provided at public expense by all levels of government, can presently be
estimated on a conservative basis at not less than $1 billion annually. This is
an impressive total, and means the diversion of a not inconsiderable proportion
of the national income into this important field of health and welfare services.

25. Nor has the Committee overlooked other social security programs which
have been widely advocated, such as health insurance, invalidity pensions, ete.
These are not, of course, matters which come within the «Committee’s terms of
reference. Furthermore, the Committee has not been able to obtain precise
data which would enable it to assess accurately the magnitude of the cost of
programs of this nature. It has been estimated, however, that the over-all cost
of a‘comprehensive system of health insurance would probably be not less than
$300 million annually, although it must be added that a large proportion of such
an amount would represent not a new burden on the people of Canada, but
merely a rechannelling of existing expenditures on various forms of health care.
So far as pensions for invalidity are concerned, an amount of the order of $40
to $50 million might be involved, depending on the details of the program and
the nature of the eligibility test which might be applied.

26. These and other expenditures which are advocated from time to time
represent, substantial additions to the amounts which Canadians through their
various governments are presently being called upon to provide for social
security purposes. The Committee, having carefully examined these aspects of
the problem, considers that it must avoid suggesting such a substantial diversion
of the total national income into a program for the aged as to preclude the
possibility of developing in years to come a fully balanced social security
system.

THREE MAIN ALTERNATIVES

27. The study which the Committee has given to old age security systems
operated in other countries has made it clear that the choice lies among three
main alternatives:

(a) old age assistance;

(b) an insurance system;

(¢) a universal pay-as-you-go system.
It is, of course, possible to develop programs embodying features of two or
even all three of these systems. This is, in fact demonstrated by the studies
of the Committee with respect to programs in effect in other countries.

28. It may be helpful to outline briefly the main features of each of the

systems here mentioned.

V 88—7
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OLb AGE ASSISTANCE

29. Under an old age assistance program, the determining factor, both as
to receipt of assistance and as to amount of assistance, is the need of the
individual. This is the system that we have presently in effect in Canada. Any
system of old age assistance involves investigation and inquiry into the individual
resources of the applicant with a view to determining eligibility for assistance
and the amount thereof. It is this feature of the old age assistance program
which has been most strongly criticized . W

30. But it must be kept in mind in this connection that such investigation
procedures are an almost inevitable requirement of any old age security system
which derives its funds from the general revenues of the country, rather than
from specific contributions levied for the purpose. Furthermore, it can probably
be said that a system of old age assistance based on the needs of the individual
assures the most sparing use of such revenues as may be available from the
general treasury.

31. Even under the present old age assistance program in Canada, costs
have been steadily rising, and for the current year will amount to approximately
$136 million. Were it not for the fact that the present program in Canada
involves these procedures for the determination of individual need, the burden
on the general revenues of the federal and provincial governments would be
in excess of $300 million annually at the present time.

OLp AGE INSURANCE

32. The underlying principle of an old age insurance system is that the
individuals who are protected under the system provide for their own pensions
by regular contributions. In effect, the contribution made by the individual
under an insurance system is regarded by him as an investment, and the
pension which he ultimately receives is related to the amount or number of his
earlier contributions. The great strength of an insurance system lies in the
fact that the individual who is covered in the scheme has earned the right to
his pension by his own individual contributions or by contributions made on
his behalf by his employer. ‘

33. However, by its very nature, the benefit earned by an individual
depends not only upon the amount of his contribution, but also upon the
period during which he is covered in the scheme. Therefore, those who enter
the scheme late in life can expect to build up only a small pension when they
reach retirement age. Moreover, as other countries have found, it is extremely
difficult, if not impossible, to apply such a scheme universally, particularly to
the self-employed group, including the large part of the population which gains
its livelihood from farming.

34. Consequently, even under an insurance system universal in scope,
there would still be need for old age assistance on a large scale for many
yvears; and to the extent that such an insurance system did not cover such
groups as the self-employed, the problem of old age assistance would persist
indefinitely. This fact is clearly brought out in the experience of all countries
where an old age insurance program has been in effect.

35. Some of the weaknesses of the insurance approach and the continuing
need for old age assistance could be minimized by combining old age insur-
ance with a universal minimum benefit financed out of general taxes. But to
the extent that this minimum benefit approaches adequacy and is paid without
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regard to a record of prior contributions, it weakens the link between the
individual’s contribution and benefit which is the essential strength of the
insurance system itself.

36. The insurance system also involves the setting up of a reserve fund,
out of which benefits are ultimately to be paid, and the recording of premiums
throughout the working life of each of the insured.

37. These administrative difficulties and inherent weaknesses of the insur-

ance approach from the viewpoint of providing adequate old age security for

- the population as a whole must be weighed against the psychological values of
such a scheme.

UN1vERSAL Pav-As-You-Go SYSTEM

38. The universal pay-as-you-go system of old age security is designed
to avoid the chief weaknesses of the insurance approach by assuring benefits
to the entire population in the eligible age group. It does not attempt to relate
the benefit which an individual receives or the amount of that benefit to the
individual record of contributions. Under a universal pay-as-you-go system
it is still necessary to face up to the total costs involved and to collect from
those who will ultimately benefit a portion of their earnings in order to meet
the cost of paying pensions to those who are now eligible. By this device of
pay-as-you-go, the necessity for the accumulation of a reserve fund can be
avoided, and it becomes unnecessary to keep records of the amount or number
of individual contributions.

39. There is, the Committee recognizes, in the universal pay-as-you-go
system, some loss of the psychological values inherent in the insurance approach, '
arising out of the fact that no direct relationship exists between the record of
prior contributions and the right to benefit. For this reason it is important that
any universal pay-as-you-go system should be solidly based on a revenue system
that involves direct contributions for old age security purposes from the largest
possible number of citizens.

40. The universal pay-as-you-go system is, of course, costly by its very
nature. Benefit payments cannot be limited to that section of the population
which can prove need, as in the case of old age assistance, or to those who have
previously made the required number of contributions, as in the insurance
approach. Considerations such as these have made it necessary for countries
such as New Zealand and Sweden to set the rate of their present universal
benefits substantially below minimum subsistence levels. Such considerations
have also led the Committee, after close study of the financial implications,
to the view that benefit rates under any universal system that may be
considered should not be set so high as to make the over-all cost too burdensome.

41. This argument has added force for a country of such wide expanses and
diversified conditions as Canada. And flat rate benefit for a married couple
which would be reasonably adequate in an urban area where living costs are
high would almost certainly place beneficiaries in the low-income areas of many
of the provinces on a level of living superior to that prevailing in the locality as
a whole. It is considered, therefore, that the rate of benefit paid should be set
at such a level as to avoid so far as possible the social inequities of a situation
in which the retired beneficiary group might find themselves in more favourable
economic circumstances than those not yet retired who are still actually engaged
in productive employment.

42. At the same time, care should also be taken not to diminish the area of
incentive for private savings or for supplementary provision of old age security
-through employee pension schemes or individual purchase of annuities.

V 88—T7%
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COMMITTEE’S OPINION

43. The Committee found some advantages in each of the three systems .
which it studied. On balance, however, the opinion of the Committee with
respect to the population presently of pensionable age (70 and over) is that the
universal pay-us-you-go system is most suitable to Canadian circumstances.
It can be assumed that the great proportion of the individuals in this age group
have retired from active employment, and it is a fact that mearly one-half are
now in receipt of old age assistance.

44. The Committee further believes that such a program can be financed
and administered satisfactorily only by the federal government. Only the
federal authority can establish a sufficiently broad base of contributions to
make such a program possible, and only the federal authority can ensure that
an individual will receive the benefit to which he has contributed, regardless of
whether he moves from one province to another.

45. The Committee has not felt, however, that it would be discharging
properly its duties if it were to deal solely with the group presently of pension-
able age and overlook the needs of a significant section of the population in the
younger age group 65 to 69, many of whom, while younger in years, are no
longer able to carry on without assistance.

46. Application of the universal pay-as-you-go system to this younger age
group would increase substantially the over-all cost. The difference between
the cost of a universal pay-as-you-go pension of $40 a month at age 70 $(324
million) and a universal pay-as-you-go pension of $40 a month at age 65 $528
million) amounts to $204 million.

47. It may be doubted whether, in terms of priorities, the diversion of
such a large extra amount of the national income to this particular group can
be justified, particularly when such a large proportion of the people in this age
group are still actively engaged in productive employment and self-supporting:
There is an advantage in universality when the large majority of the age
group concerned is retired. That advantage does not obtain to the same extent
when the majority of the age group concerned is still active and self-supporting.

48. These considerations have led the Committee to the view that any
program of old age security to be applied to persons in the age group 65 to 69
should involve some principle of selectivity, and this, in the Committee’s judg-
ment, involves the application of a suitable test of eligibility, designed to
ensure assistance to persons in this age group most in need of it.

49. As already pointed out in Chapter II of this report it may be argued
that such a test serves the double purpose of keeping costs within reasonable
limits, and of encouraging the largest possible number of individuals 65 to 69
to continue in gainful employment. This latter consideration is of particular
importance when it is realized that, with increasing longevity, the numbers of
persons reaching 65 may be expected to increase substantially in future years.
As already indicated, the population 65 and over will be 1,101,400 in 1951,
and this number will rise, at a greater rate than the increase in our total popula-
tion, to 1,372,500 in 1961 and to 1,630,000 in 1971. If universal benefits of $40
per month were to be provided to all persons in this age group, the cost would
rise from $528,672,000 in 1951 to $658,800,000 in 1961, to $782,400,000 in 1971.

50. The Committee is not persuaded that the people of Canada would,
at this juncture, be prepared to divert such a substantial proportion of the total
national income to old age security purposes, particularly when, as the evidence
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demonstrates, there are other priorities of unmet need, and other responsibilities,
- the magnitude of which is as yet unknown, which may fall upon the shoulders
of the Canadian people in the field of national security.

51. All things considered, therefore, the Committee is of the opinion that
the most suitable old age security plan for Canada under present circumstances
- consists of a two-fold program, as follows:

(a) A universal pay-as-you-go program applicable to all persons 70 years

- of age and over, based on the contributory principle and administered
by the federal government. The benefit should be a flat, uniform
amount of $40 a month for all eligible persons, and eligibility should
be based solely on age and a suitable residence qualifieation.

(b) For the age group 65 and over not eligible for the universal benefit,
old age assistance at the rate of $40 a month should be available,
subject to an eligibility test in some respects similar to that which
exists under the present old age assistance program, but modified to
take account of the different characteristics of the age gro®p to which
this test is to apply, and adjusted in such a way as to recognize to
a greater extent than at present the desirability of encouraging reci-
pients to earn supplemental income.

52. One important result of lowering the age of eligibility on a selective
basis to 65 would be to make provision for a substantial number of persons
presently in need because of premature ageing or of invalidity. To the extent
that the age of eligibility under old age assistance is lowered to 65 it can be
considered as making a significant contribution to the security needs of the
disabled members of the population in the upper age groups.

53. Because a program of the assistance type requires individualized treat-
ment, it is important that it should continue to be administered by the provinces,
In order, however, to limit the financial burden on the provinces, the Committee
believes that the provincial share of such a program should be somewhat less
than the cost to which they are committed under present legislation. This
objective, according to the Committee’s estimates, would be achieved if the
federal government were prepared to share the cost of the assistance program
on a fifty-fifty basis. :

54. The two-fold program here set forth would accomplish the two main
objectives of abolition of the means test from the present fegieral-provmmal
old age assistance program and of lowering the age of eligibility for old age
assistance to 65 years. The main body of evidence placed before the Com-
mittee gave the highest priority, in that order, to the attainment of these ends.

Cost

55. The Committee recognizes that this is an expensive program—a
program which overnight would increase three-fold the combined expenditure
of federal and provincial governments under the present old age assistance
scheme.

56. An expenditure amounting to $388 million (estimated) in the year
1951 for the program outlined above is not one which any group of responsible
legislators would favour if they had any fears that the cost would be more
than the people of Canada were able or willing to pay, or if t.hey were.not
deeply convinced that the Canadian people are firm in their desire to achieve
for our aged people the ends of social justice. Such a program would indeed
place Canada without question in the forefront of the nations of the world in
respect to old age security.

B
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57. A $40 universal benefit at age 70 is equivalent to an estate, valued on
an annuity basis, of $4,690 for males aged 70, $5,500 for females aged 70,
and $10,190 for a married couple of eligible age. This takes no account of the
value of old age assistance payments to persons in the age group 65 to 69.

58. Looking at such benefits from an economic point. of view, it may be
assumed that most of them will be spent on the basic necessities of life—
food, clothing, shelter and medical attention. Like family allowances, the
program here contemplated would tend to stabilize consumer purchasing power
and employment, particularly in less favourable economic periods.

59. The Committee has carefully considered the argument that such a
universal system for persons 70 and over is economically wasteful in that it
provides the same benefit to rich and poor alike regardless of their need. It
is true, of course, that, under any system which abolishes the means test for
the group presently of pensionable age, benefits will be paid to some persons
who do net “need” them on any test of personal need. But it must be
remembered that to the extent that the universal pay-as-you-go system is
based on individual contributions, individuals in the upper income groups
would, through their personal contributions, have bought and paid for their
own retirement security, as well as making a substantial contribution towards
the cost of retirement security for others. In view of these facts, the Com-
mittee does not consider that it would be equitable to impose a “means test
in reverse” and wholly deny retirement benefits to those individuals who
have actually made the largest direct contributions to the revenues from which
the universal benefits will be paid.

60. A certain amount of the benefits paid to persons in the upper income
levels will be recovered through the normal operation of the income tax, if
benefits are considered as taxable income. Furthermore, if the special income
tax exemption of $500 presently applicable to persons 65 and over were to
be withdrawn from persons receiving the universal benefit, an additional amount
of the order of $6 million would be recovered. The Committee has not con-
sidered it necessary to deal with this problem beyond pointing out that any
adjustmentq which may be considered necessary or desirable can be made, as
in the case of family allowances, through alteration of prevalhng income
tax exemptions.

DisTriBuTION OF CoOST

61. The introduction of a universal pension of $40 a month at age 70 would
relieve the provinces of the cost which they are now bearing under the federal-
provincial program of old age assistance. This would enable the provinces to
share in the cost of old age assistance to those over age 65 who will not be
eligible for the universal pension.

62. The information placed before the Commlttee indicates that the total
cost of old age assistance to those found eligible over age 65 would not exceed
$64 million at the present time under an eligibility test similar to that which
now exists under the old age assistance program. If, therefore, one-half of
the cost of the assistance program were to be paid by the federal government,
the provinces would be left to pay about $32 million, or slightly less than
the cost that they now bear under the joint program of assistance at age 70.
It should also be kept in mind that the provinces would, in addition, be relieved
of certain expenditures which they are presently making, together with the
municipalities, in respeet to public assistance and institutional care for groups
65 years of age and over.

-
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63. On the basis of these estimates, the total cost of the federal share
of the combined program of universal pensions and old age assistance would
be as follows:

(a), Universal pensions at age 70.............. $324,000,000
(b) Federal share of old age assistance at age 65. 32,000,000
$356,000,000

At the present time the federal share of the old age assistance program for
those’ 70 and over is about $100 million. In addition, certain other costs,
such as war veterans allowances for those 70 and over and assistance to aged
Indians, amounting to about $6 million, would be absorbed into the total
program as envisaged. The net additional funds required to finance the federal
share of the program would therefore be of the order of $250 million.

MEerHODS 0F FINANCING

64. The Committee is in favour of the contributory principle, not only
because of the importance of this in raising total moneys required, but also
because of the importance of establishing a close association in the mind of the
individual between his contribution to the cost and the ultimate benefit he is to
receive.

65. In considering how the cost could best be distributed fairly over the
whole population, the Committee paid particular attention to the estimates
given in Chapter VI of the theoretical yields of various tax and contribution
rates. In reviewing the methods of raising the necessary revenues, the Com-
mittee sought to find some system of contributions which was at once practical
and which achieved the objective of requiring a direct and conscious payment
by the largest possible number of those who will benefit from the program.

66. A three-way basis of sharing the cost, involving contributions from
individuals, from employers and from the general revenues of the country, was
considered as a possible method of raising the revenue necessary to meet the
federal share of the program. This is, of course, only one possibility among
many; it is put forward as an idea worthy of consideration rather than as the
final view of the Commrittee.

(1) Under such a tripartite arrangement, each individual would be
required so far as possible to make a direct contribution out of his individual
income or earnings. If the ideal of universal contributions is to be ap-
proached, if not fully attained, it would be necessary to require contribu-
tions from individuals who are now exempt from the payment of income
tax. There would, of course, inevitably be some individuals with incomes
so low in relation to their personal and family responsibilities that they
could not be expected to bear their share. Such individuals would clearly
have to be excluded from the requirement to make contributions.

(2) A tripartite arrangement such as the Committee considered would
also provide for the direct participation of employers in sharing the cost of
pensions for their own employees. No new principle would be involved
here, since a precedent has already been set for employer participation in
existing unemployment, insurance legislation.

(3) Finally, since expenditures which are now being made out of the
Consolidated Revenue Fund would be absorbed into the program here set
forth, the federal government would be expected to become a partner in
such a tripartite scheme to the extent of contributing to the total cost of
the program an amount not less than that which is now being paid out of
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- general revenues under the various assistance programs. ' If an alloeation
of the cost along these lines were to be considered, the federal contribution
might be regarded as being roughly equivalent to the cost of providing
benefits to those individuals and families in the lowest income groups from
whom no direct individual contribution could reasonably be expected.

g (4) On the assumption set forth in (3) above, that the contribution

g from general revenues should approximate present costs, 1t would follow

. thatthe additional amount o milll : saplement the over-all

; program would have to be obtained from employer and individual con-

. "tributions. The various rates of contribution that might be required to raise
such a sum can be found in Chapter VI.

67. The Committee, however, did not consider that it was part of its
responsibility to do more than indicate possible forms of contribution. The
raising of revenues is a technical problem which bears a close relation to fiscal
policy in general, and the Committee did not feel that it should suggest more
than the main outlines and principles to be followed.

RESIDENCE REQUIREMENT

68. The establishment of an old age security system such as that which is
here set forth would, as already stated, place residents of Canada in a favoured
position compared to the residents of other countries. Such a system, more-
over, does not contemplate the limitation of eligibility for benefit to those who
are citizens of Canada nor to those who can demonstrate that they have estab-
lished an individual record of contributions during their working years.

69. In order to qualif for the universal pens ' ears of age, an

“individual should have to reside for a re_asonable period of time in Canada
_during his earning years and_be liable during these vears to make his required

| now under the present federal-provincial old age assistance program.

' the Deputy Minister of Justice, that a contributory scheme of old age
| an amendment to the constitution, and an amendment might be necessary to

| give Parliament authority to impose a social security tax “earmarked” for the
“ payment of old age pensions.

| given by the federal and provincial governments to an amendment which would

coptribution to the old_age security program. In the Committee’s view, it is
not, unreasonable to sugges at_for the universal pension program a résidence.

requirement of twenty years should be established similar to that which exists

70. With respect to an old age assistance program for persons 65 years of
age and over on ‘the basis of an eligibility test, it is the Committee’s view that
a requirement of fifteen years’ residence should be considered.

CONSTITUTIONAL ASPECTS

71. It would appear from the opinion expressed to the Committee by

security similar to unemployment insurance could not be . instituted without

72. If any change in the constitution is necessary, consideration might be

give concurrent jurisdiction to Parliament and the Provincial Legislatures in
the field of old age security, since the participation of both is obviously neces-
sary to a satisfactory old age security program.

73. Moreover, in order to implement an over-all old age security program
of the type set forth in this report, it must be recognized that the consent of
the provincial governments would have to be obtained to the termination of the
present arrangements under the existing Old Age Pensions Act which bind the
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federal government unilaterally under Section 4 of the Act to a ten-year
period of future operation. The Committee trusts that the views herein set

forth will appeal to the provincial governments as worthy of favourable con-
sideration.

-
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Mr. Pearson, a Member of the King’s Privy C(\)uncil, laid before the
House,—List of Diplomatic Instruments, Treaty Series, 1944-1950, as follows: —

Exchange of Notes (March 25 and 29, 1950) constituting an Agreement
for the Settlement of the Indebtedness of the Federal People’s Republic (FPR)
Yugoslavia to the Government of Canada for Military Relief Supplies furnished
to FPR Yugoslavia by the Combined Military Authorities of the U.S.A., UK.,
and Canada. Effective March 29, 1950. (Treaty Series 1950, No. 9).

Exchange of Notes (March 7 and 18, 1950) between Canada and Norway
constituting an Agreement for the Settlement of the Canadian Military Relief
Credits to Norway. Effective March 18, 1950. (Treaty Series 1950, No. 8). g

Exchange of Notes (March 24 and 25, 1950) between Canada and Denmark

constituting an Agreement for the Settlement of the Canadian Military Relief
Credits to Denmark. Effective March 25, 1950. (Treaty Series 1950, No. 6).

Exchange of Notes (January 24 and 31, 1949) between Canada and the
United States of America constituting an Agreement relating to Air Search
and Rescue Operations along the common boundary of the two Countries.
Effective January 31, 1949. (Treaty Series 1949, No. 2).

Exchange of Notes (September 22 and October 14, 1949) between Canada
and Denmark constituting an Agreement regarding Visa Requirements for
Non-Immigrant Travellers of the two Countries. Effective October 15, 1949.
(Treaty Series 1949, No. 4).

Exchange of Notes (June 30, 1949) between Canada and Sweden con-
stituting an Agreement regarding Visa Requirements for Non-Immigrant
Travellers of the two Countries. Effective July 1, 1949. (Treaty Series 1949,
No. 19).

Exchange of Notes (June 30 and July 5, 1949) between Canada and Sweden
amending the Agreement for Air Services between Canadian and Swedish
Territories of June 27, 1947. Effective July 1, 1949. (Treaty Series 1949,
No. 20).

Agreement between Canada and Denmark for Air Services between the
two Countries. Signed at Ottawa December 13, 1949. Effective December 13,
1949. (Treaty Series 1949, No. 24). '

Berne Convention for the Protection of Literary and Artistic Works.
Signed on 9th September 1886, completed at Paris on the 4th May 1896, revised
at Berlin on the 13th November 1908, completed at Berne on the 20th March
1914, revised at Rome on the 2nd June 1928 and revised at Brussels on the
26th June 1948. (Treaty Series 1948, No. 22).

International Conference on Safety of Life at Sea, 1948. Final Act of
Conference with Annexes including the International Convention for the
Safety of Life at Sea, signed in London 10th June 1948. (Treaty Series 1948,
No. 23).

Exchange of Letters constituting an Agreement between the Allied and
Swiss Governments on the question of German holdings in Switzerland. Signed
at Washington on May 25, 1946. (Treaty Series 1948, No. 27).

Protocol bringing under International Control Drugs outside the scope
of the Convention of July 13, 1931 for limiting the Manufacturer and regu-
lating the Distribution of Narcotic Drugs as amended by ‘the Protocol signed
at Lake Success on December 11, 1946. Signed at Paris, November 19, 1948.
Effective December 1, 1949. (Treaty Series 1948, No. 34). -

Agreement between Canada and Sweden for Air Services between
Canadian and Swedish Territories. Siened at Ottawa, June 27, 1947. Effective
June 27, 1948. (Treaty Series 1947, No. 16). (French edition).
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Exchange of Notes (December 26, 1947) between Canada and the United
States of America amending The Provisional Fur Seal Agreement effected by
'Exchange of Notes signed at Washington, December 8 and 19, 1942. Effective
December 26, 1947. (Treaty Series 1947, No. 36). (French edition).

« Exchange of Notes (December 21, 1945 and January 3, 1946) between
Canada and the United States of America concerning The Disposition of
Storage and Loading Facilities at Prince Rupert. Effective as from January 3,
1946. (Treaty Series 1946, No. 1). (French edition).

Agreement between Canada and Australia for Air Services between the
two Countries. Signed at Ottawa, June 11, 1946. Came into force June 11,
1946. (Treaty Series 1946, No. 22). (French edition).

Exchange of Notes between Canada and China constituting a Commercial
“Modus Vivendi” between the two Countries. Signed at Nanking, September 26,
1946. Effective September 26, 1946. (Treaty Series 1946, No. 37). (French
edition).

Exchange of Notes (December 28 and 30, 1944) between Canada and the
United States of America, constituting an Agreement concerning the Acquisi-
tion of Land for United States Defence Projects in Canada. In force December
30, 1944. (Treaty Series 1944, No. 34).

Mr. Prudham, Parliamentary Assistant to the Minister of Resources and
Development, presented,—Return to an Address to His Excellency the Governor
General, of June 7, 1950, for a copy of all letters, correspondence, maps and
other documents, from January 1, 1949 to date, exchanged between the Domin-
ion Government and the Province of New Brunswick dealing with the Trans-
Canada Highway.

And also,—Return to an Address to His Excellency the Governor General,
of June 12, 1950, for a copy of all letters, correspondence, maps and other
documents from January 1, 1949, to date, exchanged between the Dominion
Government and the Province of British Columbia, dealing with the Trans-
Canada Highway.

Mr. Bradley, a Member of the King’s Privy Council, presented,—Return
to an Order of the House of May 24, 1950, for a Return showing:—1. What is
the total amount paid to the TCA for air transportation for government officers,
employees or officials in each of the fiscal years 1948-49 and 1949-50?

2. Of the said amount, what was the amount expended for travelling (a)
within; (b) outside of Canada?

Also,—Return to an Order of the House of May 25, 1950, for a Return
showing:—How many government employees or officials in each department
were paid travelling expenses in each of the fiscal years of 1948-49 and 1949-50
of (a) over $8,000.00; (b) between $5,000.00 and $8,000.00; (c) between
$3,000.00 and $5,000.00; (d) between $2,500.00 and $3,000.007?

And also,—Return to an Order of the House of May 29, 1950, for a Return
showing:—1.'How many square miles are there in the plain known as the
Red River valley in Manitoba?

2. How many square miles are there in Manitoba and Saskatchewan drain-
ing directly or indirectly into the Assiniboine River?

3. How many square miles on the second prairie level in Manitoba drain
eventually into the Red River?
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4. How many dam-sites or storage reservoirs in the second prairie level
have there been surveyed or projected by (a) P.F.R.A.; (b) International Joint
Waterways Commission?

5. In regard to questions 1, 2, 3, 4, what information has been received from
the International Joint Commission as to the area lying in the United States?

6. In the Fraser River valley rehabilitation plan of 1948, how much was
expended in dyking? ;

Mr. MacNaught, Parliamentary Assistant to the Minister of Fisheries,
laid before the House,—Third Annual Report of the Fisheries Prices Support
Board for the fiscal year ended March 31, 1950.

Mr. Blanchette, Parliamentary Assistant to the Minister of National
Defence, laid before the House,—Copy of Orders and Regulations for the
Canadian Army published in the Canada Gazette during the period June 20,
1950 to June 26, 1950, inclusive, under the provisions of Section 141 of the
Militia Act, Chapter 132, R.S.C. 1927, as amended.

And also,—Copy of Orders and Regulations for the Royal Canadian Air
Force, published in the Canada Gazette during the period June 20, 1950 to June
26, 1950, inclusive, under the provisions of Section 16, sub-section 2 of the Royal
Canadian Air Force Act, Chapter 15, Statutes of Canada, 1940.

The following Question on the Order Paper was passed by the House as
an Order for Return, under subsection 4 of Standing Order 44, and an Order of
the House was issued to the proper officer accordingly, viz:—

By Mr. Wright:—1. What is the legal description of lands leased from the
John Smith or Fort a la Corne Indian Reserves during 19507

2. Was priority given to veterans in this sale?

3. What is the name or names of those who obtained land from these
reserves in sales of leases since 1945?

4. What is the legal description of the land held by each of the above?

5. What were the dates on which these lands were posted for sale and in
what places (i.e.) Post Offices, ete., were these postings made?

6. What is the amount of (a) the lowest bid made on each parcel; (b) the

‘highest bid made on each parcel?

Mr. Harris (Grey-Bruce), a Member of the King’s Privy Council, pre-
sented,—Return to the foregoing Order forthwith.

The following Order of the House was issued to the proper Officers:—

By Mr. Wright:—Order of the House for a copy of all correspondence with
respect to the sale of leases on land released from the John Smith or Fort-a-la-
Corne Indian Reserves, during 1950, also for a copy of the successful bids on
all such lands leased since 1945.

Mr. Harris (Grey-Bruce), a Member of the King’s Privy Council, pre-
sented,—Return to the foregoing Order forthwith.
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The Order being read for the House to resolve itself again into Committee
upply;

Mr. Fournier (Hull) moved,—That Mr. Speakei‘ do now leave the Chair.

And the question being put on the said motion; it was agreed to.

The House accordingly resolved itself again into Committee of Supply.

(In the Committee)

The following Resolutions were adopted:—

MAIN ESTIMATES ‘
(Less amounts voted in Interim Supply)

SECRETARY OF STATE

Blepartmentals Administration . & e i Ju b v S ik te s ien P
Companies Branch .. £

Trade Marks Branch .. .

Bureau for Translations .

Canada Temperance Act ..

PATENT AND COPYRIGHT OFFICE

AN IStration IDIVASION 0. Wi (nls 36 gl svet s e

Patent Division .. .. ..

Copyright and Industrial De51gns D1v1510n S i N e R ¥

Patent Record Division .. ..

Contribution to the Internatlonal Ofﬁce for the Protectlon
of Industrial Property, International Copyright Union
Office and Union for the Protection of Literary and
Artistic Works ..

(GENERAL

Expenses in connection with the Bibliographic Centre
AN BT T Y ) 5 D i S e S P et S B A R R

OFFICE OF THE CHIEF ELECTORAL OFFICER

Salaries and Expenses of Office ..

CIVIL SERVICE COMMISSION

Salaries and Contingencies of the Commission, including
the Chairman of the Civil Service Commission and
two Civil Service Commissioners at $2,000 each,
additional to Chapter 53, Statutes of 1947 ..

.

PUBLIC ARCHIVES

General Administration and Technical Services ..

173,295
69,900
124,395
698,100
1,500

47,580
530,180
16,820
71,005

4,000

41,240

45,515

1,561,250

208,242

00

00
00
00

00
00
00
00

00

00

00

00

00
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PUBLIC PRINTING AND STATIONERY

282 Departmental Administration .. .. L 60,000 00
283 Printing, Binding and Distributing the Annual Statutes ) '. 30,000 00
284 Canada Gazette .. .. .. JTHE BT oo s v g real 130,000 00
285 Plant Equipment and Replacements R A SR SR LY EU R s 30,000 00
286 Distribution of Official Documents .. 108,730 00
287 Printing and Binding Official Pubhcatlons for Sale and

Distribution to Departments and the Public .. .. .. 230,000 00

FURTHER SUPPLEMENTARY ESTIMATES 1950-51

SECRETARY OF STATE
777 Companies Branch—Further amount required.. .. .. .. 3,145 00
778 Bureau for Translations—Further amount required.. .. 34,715 00

PATENT AND COPYRIGHT OFFICE

779 Patent Division—Further amount required.. .. BRRRY 115,950 00
780 Contribution to the International Office for the Protectlon

of Industrial Property, International Copyright Union

Office and Union for the Protection of L1terary and

Artistic Works—Further amount required.. .. .. .. 500 00

PUBLIC PRINTING AND STATIONERY

726 Plant Equipment and Replacements—Further amount
TeqUIred iy s ofs ol S 2T iees Srpres i g kI SR S 139,375 00

MAIN ESTIMATES
(Less amounts voted in Interim Supply)

TRANSPORT
B—GENERAL

BoOARD OF TRANSPORT COMMISSIONERS FOR CANADA
524 Board of Transport Commissioners for Canada—Adminis-

tration, Maintenance and Operation .. .. .. .. .. .. 624,800 00
CANADIAN MARITIME COMMISSION
525 Administration .. .. s 190,170 00
526 Mail Subsidies and Steamshlp Subventlons, as detalled in
the Estimates .. .. . . 3,317,000 00
527 To provide assistance for Canadlan ﬁag ocean shlppmg
IRAUSETY .7 ¢ e e O Rl ia sy o I A e S

GOVERNMENT OWNED ENTERPRISES
NON-ACTIVE ACCOUNTS

National Harbours Board

557 Advances to National Harbours Board, subject to the pro-
visions of Section 29 of the National Harbours Board
Act, to meet expenditures applicable to the calendar
year 1950 on any or all of the following accounts:
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Reconstruction and Capital Expenditures—

Al g e s SR ] .$ 1,655,000 00
SaintJohn............... 282,000 00
Quebeet2 s BNl o s i L 520,000 00
Part’Colhorieni L Sy s s v Ne 51 76,0005 00
Churchill . ... 321,000 00
Generally Unforeseen and M1sce11-

laneous @ aii S i ar e s 200,000 00

$ 3,154,000 00
Less amount to be expended from Re-
placement HUBd 5 oo v e 130,000 00 3,024,000 00

DEFICITS
Transport

558 Amount required to provide for the payment during the

fiscal year 1950-51 to the Canadian National Rail-

way Company (hereinafter called the National Com-

pany) upon applications approved by the Minister of

Transport made from time to time by the National

Company to the Minister of Finance and to be applied

by the National Company in payment of the deficit

(certified by the auditors of the National Company)

in the operation of the Prince Edward Island Car

Ferry and Terminals arising in the calendar year 1950 1,159,000 00
559 Amount to provide for the payment from time to time to

the Canadian National (West Indies) Steamships,

Limited (hereinafter called “The Company’) of the

amount of the deficit occurring during the year ending

December 31st, 1950, in the operations of the Company

and the vessels under the control of the Company, as

certified by the Auditors of the Company, and upon

application made by the Company to the Minister of

Finance and approved by the Minister of Transport,

R A T T e e T R A S S SO SR 720,000 00

National Harbours Board

560 To provide for payment to the National Harbours Board of
the amount hereinafter set forth, to be applied in pay-
ment of the deficit (exclusive of interest on Dominion
Government Advances and depreciation on capital
structures) arising in the calendar year 1950, in the
operation of the Churchill Harbour .. .. .. .. .. .. 203,100- 00

LOANS AND INVESTMENTS
. NATIONAL HARBOURS BOARD
561 Advances to National Harbours Board, subject to the pro-
visions of Section 29 of the National Harbours Board
Act, to meet expenditures applicable to the calendar
year 1950 on any or all of the following accounts:
Reconstruction and Capital Expenditures—
M Rreals L o L e S a8 LTI 870000
I ANCOMYET & v omel, o Loibin <hiAie) 5.4k 0 106,500 00

$ 1,825,200 00
V 88—38
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786

787

788

789

790

791

796

797

798

799

HOUSE OF COMMONS

Less amount to be expended from Re-
placetient’Punds. . oo oLl s s 328,247 00

FURTHER SUPPLEMENTARY ESTIMATES 1950-51

TRANSPORT
A—DEPARTMENT
CANALS SERVICE

Canals—Construction and Improvements—Further amount
fequired . ) \yn Ll ahs peshes

MARINE SERVICE

Nautical Service Administration—Further amount required

Marine Service Steamers, including Icebreakers—Main-
tenance, Operation and Repairs—Further amount re-
quired. .

Constructlon Malntenance and Superv151on of Alds to
Navigation, including salaries and allowances to nght—
keepers—Further amount required. .

Administration of Pilotage, including authorlty for tem-
porary recoverable advances, and contributions to
various Pilotage Funds to the extent of expenses in-
curred by the pilots in the operation and maintenance,
as required, of necessary pilotage vessels—Further
amount required. .

To authorize the write-off from actlve assets to Consoll-
dated Deficit Account of the balances of advances or
loans made to the Halifax and Sydney Pilotage Dis-
tricts.

Steamship Inspectlon and the carrymg out of the pTovxslons
of the conventions for the safety of life at sea and load
lines—Further amount required. .

To provide for the construction of a general serv1ce work-
boat for use at St. John’s, Nfld.—Capital. .

To provide towards the construction of a nghthouse Sup—
ply and Buoy Vessel for the East Coast (Estimated
cost $1,725,000)—Capital. .

To provide towards the construction of a nghtshxp for the
port of Saint John, N.B. (Estimated cost $732 000)—
Capital. .

To provide for the constructlon of a general service work-
boat to be operated out of Parry Sound, Ont., Agency—
Capital. . A

To provide towards the constructlon of a nghthouse Sup-
ply and Buoy Tender Vessel for service at Victoria,
B.C. (Estimated cost $1,100,000)—Capital. . ;

To provide towards the construction of a Lighthouse Sup—
ply and Buoy Vessel for the West Coast (Estimated
cost $1,034,000)—Capital. .

To provide towards the recondltlonmg and reﬁttmg of
vessels for Pacific Ocean Weather Station “P” and the
expenses of transporting vessels to station operating
base—Capital.. .. .. .

14 GEORGE VI

1,496,953 00

1,783,947

275,000
600,000

351,100

126,770

8,359

12,500

+ 38,000
103,000
126,000

12,000
100,000

367,000

960,000

00

00
00

00

00

00
00

00
00
00
00

00

00
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RAILWAY SERVICE

To provide towards the construction of an auto-ferry vessel
for service between North Sydney, N.S., and Port aux
Basques, Nfld.—Capital. .

To reimburse the Canadian Natlonal Rallway Company for
expenditures to be incurred for a special railway main-
tenance work programme in the Province of New-
foundland.

Canadian Government Rallways—Repalrs to Ogden Pomt
Piers, Victoria, B.C..

GENERAL

To provide for the expenses of the Royal Commission on
National Transportation—Further amount required. .

AIR SERVICE
Civil Awiation Division
Airways and Airports—
Construction and Improvements, including . Radio
facilities—Capital—Further amount required..
Operation and Maintenance—Civil Aviation Services—
Further amount required. . 244
Contributions, subject to the approval of the Governor in
Council, to assist municipalities to improve existing
airports or to provide new airports, the sites of which
have been provided by such municipalities—Further
amount required. . s
Contribution to the South Pac1ﬁc A1r Transport Counc11
' as Canada’s share towards the maintenance and opera-
tion of air transport facilities in the South Pacific—
Further amount required. . B
Contribution to the International Civil Av1at10n Organlza-
tion as Canada’s portion of the financial assistance to
the Government of Iceland in respect of the provision,
operation and maintenance of certain Air Navigation
Services—Further amount required.. .. .. .. .. .. ..

Meteorological Division

Meteorological Services—Further amount required. .

Radio Division

Administration of the Radio Act and Regulations——Further
amount required. .

Telegraph and Telephone Serv1ce—Construct10n and Im-
provements—Further amount required. . i

B—CANADIAN MARITIME COMMISSION

Mail Subsidies and Steamship Subventions, as detailed, in
the Estimates—Further amount required.. .. .. .. ..

715

300,000

750,000
43,000

94,545

1,101,000

333,683

127,000

112,500

8,000

328,575

59,520

38,650

122,000

00

00
00

00

00

00

00

00

00

00

00

00

00
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LOANS AND INVESTMENTS

NATIONAL HARBOURS BOARD
819 Advances to National Harbours Board, subject to the pro-
visions of Section 29 of the National Harbours Board
Act, to meet expenditures applicable to the calendar
year 1950 on the folowing account:
Reconstruction and Capital Expenditures—Mont-
real—Further amount required.. .. .. ..

MAIN ESTIMATES
(Less amounts voted in Interim Supply)

NATIONAL REVENUE
A—DEPARTMENT

CusToMS AND EXCISE DIVISIONS
259 General Administration. . Dl
260 Inspection, Investigation and Aud1t Se1v1ces
261 Ports, Outports and Preventive Stations, including pay for :
overtime, notw1thstandlng anything in the Civil
Service Act, and buildings and rentals for temporary

300,000

1,687,155
2,374,122

purposes.. .. . . 16,624,952

262 To provide for payment of expenses, law costs, refunds
and awards arising out of seizures and charges of con-
travention of Customs or Excise Laws.. .. .

TAXATION DIVISION

263 General Administration.
264 Internal Inspectlon and Verlﬁcatlon

200,000

1,778,855

1,199,355

265 DiStrict OFCeR. . /. v se b fs e i o gty o L N g e paiag

INcoME TAX APPEAL BOARD
266 Administration ERperisast ) s i e e e

B—CANADIAN BROADCASTING CORPORATION

INTERNATIONAL SHORTWAVE BROADCASTING STATION

267 Maintenance and Operation.. .. .. .. cv vo v o0 ou
268 Acquisition and Alterations:
Equipment, Land and Structures, including Super-
NISION G GE S e

FURTHER SUPPLEMENTARY ESTIMATES »1950—51

NATIONAL REVENUE
A—DEPARTMENT

CusToMs AND EXCISE DIVISIONS
718 Ports, Outports and Preventive Stations, including pay
for overtime, notwithstanding anything in the Civil
Service Act, and buildings and rentals for temporary
purposes—Further amount required.. .. .. .. .

B—CANADIAN BROADCASTING CORPORATION

719 To provide for advances to the Canadian Broadcasting
Corporation, subject to such terms and conditions as

73,000

1,598,400

105,000

00

00
00

00

00

00
00
00

00

00

00

255,557 00
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"

the Governor in Council may prescribe, for working
capital and to partially finance the deficit of the
Corporation pending determination of the provision
to be made for its future financial requirements .. .. 650,000 00

INTERNATIONAL SHORTWAVE BROADCASTING STATION

720 Acquisition and Alterations: Equipment, Land and Struc-
tures, including Superv1510n (Revote $638 961)— s
Further amount required. . o3 938,961 00

MAIN ESTIMATES
(Less amounts voted in Interim Supply)

MINES AND TECHNICAL SURVEYS

1838 Deparimental; AdmIinIStration | caicn s o ihe siis s op. ssisis 321,042 00
Mines Branch—
184 Mines Branch Administration .. .. .. . .o o0 Lo 64,650 00
185 Mineral Resources Investigations .. .. .. .. .. .. 1,722,053 00
186 Bxplosives Act - Adniinistration: . 3wl 5/l il Gt a T8 71,725 00
187 Investigations of Radio-active Ores .. .. .. .. .. 280,991 00
Geological Survey of Canada—
188 Geological Survey Administration and Miscellaneous
Services .. .. . 156,300 00
189 Geological Surveys, 1nclud1ng an amount of $2 500 for

Canada’s share of the cost of the Committee on
Mineral Resources and Geology, London, England,
and a contribution of $3,000 towards the Arctic

Institute Expedition to Baffin Island, 1950 .. .. .. 1,524,774 00
Surveys and Mapping Branch—
190 Surveys and Mapping Branch Administration .. .. 27,860 00
191 Topographical Surveys, including expenses of the
Canadian Board on Geographical Names .. .. .. .. 1,386,410 00
192 Canadian Hydrographic Service .. .. .o v oo vv oo W 1,732,243 00
193 GendetieSurvey. of Canada . e Ll ol g 662,775 00
194 International Boundary Commission .. . % 59,800 00
195 Legal Surveys, including grant of $350 to a551st in
i printing the publication of the Canadian Institute
of Surveying .. .. 572,167 00
196 To provide for the payment of fees of the Board of

Examiners for Dominion Land Surveyors, of the
Secretary and of the Sub-Examiners and for
travelling expenses, stationery, printing, rent, etc.
(the fees of B. W. Waugh, J. E. R. Ross and J. L.
Rannie, members of the Board, and A. W. W. Cole,

Secretary, are to be paid out of this sum) .. .. .. 2,100 00
197 Map Compilation and Reproduction .. .. .. .. .. .. 463,399 00
PR casyaphieal Branahty. oo ST OU IR SR R sl 160,000 00

Dominion Observatories—
199 Dominion Observatory, Ottawa .. .. 401,740 00
200 Dominion Astrophysical Observatory, V1ct01 ia, B C 65,385 00
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201 Payments to Royal Canadian Air Force and commercial
companies for air photography, and to defray the
expenses of the Interdepartmental Committee on Air
Surveys .. ..

FURTHER SUPPLEMENTARY ESTIMATES 1950-51

MINES AND TECHNICAL SURVEYS
* Mines Branch— g
707 Mineral Resources Investigations—Further amount
required .
708 Investigations of Rad1o—act1ve Ores——Further amount
required. .

Geological Survey.of Canada—
709 Geological Surveys—Further amount required ..

Surveys and Mapping Branch—
710 Topographical Surveys, including expenses of the
Canadian Board on Geographical Names—Further
amount required. .

711 Canadian Hydrographlc Serv1ce—Further amount re-
quired.. .
Dominion Observatories—
712 Dominion Observatory, Ottawa—Further amount re-
quired. .

713 Gratuity to Mrs. Michael Feniak, widow of the late
Dr. Feniak, a former employee of the Geological
Survey of Canada, who lost his life while on duty in
the Northwest Terrltorles

714 To authorize and provide for a compasswnate payment by
way of reimbursement to the Province of Manitoba,
of the Department’s share of the costs in connection
with an accident to Angus Thomas, employed by the
Ontario-Manitoba Boundary Commission, who was
severely burned while engaged in survey work in
Northern Manitoba. . /e

Resolutions to be reported.

1,340,000

95,490
20,560

59,726

117,060
87,186

12,048

2,000

7,000

00

00
00

00

00
00

00

00

00

By leave of the House, the Resolutions adopted in Committee of Supply
at this day’s sitting were reported, read the second time and concurred in,
and the Committee of Supply to sit again at the next sitting of the House.

A Message was received from the Senate informing this House that the
Senate had passed the following Bills, without any amendment, viz:—

Bill No. 309, An Act to amend The Official Secrets Act.
Bill No. 317, An Act respecting the National Film Board.

At eleven o’clock, p.m., Mr. Speaker adjourned the House without question
put, pursuant to Standing Order 7, until to-morrow at eleven o’clock a.m.,

pursuant to Special Order made Monday, May 29, 1950.

W. ROSS MACDONALD,

Speaker.

Orrawa: Printed by Epmonp Crourier, C.M.G., B.A. L.Ph., Printer to the King’s Most Excellent Majesty, 1950.
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