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HOUSE OF COMMONS

Second Session—Twenty-sixth Parliament
1964

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

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

MINUTES OF PROCEEDINGS AND EVIDENCE

No. 1

TUESDAY, NOVEMBER 24, 1964
WEDNESDAY, NOVEMBER 25, 1964
THURSDAY, NOVEMBER 26, 1964

WITNESSES:

The Honourable Judy LaMarsh, Minister of National Health and Welfare,
Dr. Joseph Willard, Deputy Minister of Welfare.

ROGER DUHAMEL, F.R.S.C.
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY
OTTAWA, 1964
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MEMBERS OF THE COMMITTEE FOR THE SENATE
Honourable Senator Muriel McQ. Fergusson, Chairman,

and Honourable Senators:

Blois Lefrancois

Boucher McCutcheon

Croll y Smith (Queens-Shelburne)
Denis Stambaugh

Flynn Thorvaldson

Lang

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

and Messrs:

Aiken Laverdiéere
Basford Lloyd
Cameron (High Park) Macaluso
Cantelon McCutcheon
Cashin Monteith
Chatterton i Moreau
Coté (Longueuil) Munro
Francis Olson
Gray Paul
Gundlock Perron
Klein Rhéaume
Knowles Scott

Maxime Guitard,
Clerk of the Special Joint Committee.
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ORDER OF REFERENCE OF THE SENATE
Fripay, November 20, 1964.

Ordered:—That the following senators be appointed to act on behalf of the
Senate on the Joint Committee of the Senate and House of Commons appointed
to consider Bill C-136, intituled: “An Act to establish a comprehensive program
of old age pensions and supplementary benefits in Canada payable to and in
respect of contributors”, namely, the honourable Senators Blois, Boucher, Croll,
Denis, Fergusson, Flynn, Lang, Lefrancois, McCutcheon, Smith (Queens-Shel-
burne), Stambaugh and Thorvaldson; and

' That a message be sent to the House of Commons to inform that house
accordingly. ,

Attest.

J. F. MacNEILL,
Clerk of the Senate.

ORDERS OF REFERENCE OF THE HOUSE OF COMMONS
MonpAY, November 16, 1964.

Resolved,—That a Joint Committee of the Senate and House of Commons be
appointed to consider Bill C-136, to establish a comprehensive program of old
age pensions and supplementary benefits in Canada payable to and in respect
of contributors;

That twenty-four members of the House of Commons, to be designated by
the House at a later date, be members of the Joint Committee, and that Standing
Order 67 (1) of the House of Commons be suspended in relation thereto;

That the said Committee have power to call for persons, papers and records
and examine witnesses; and to report from time to time and to print such papers
and evidence from day to day as may be ordered by the Committee and that
Standing Order 66 be suspended in relation thereto.

WEDNESDAY, November 18, 1964.

Ordered,—That the Members of the House of Commons on the Joint Com-
mittee of the Senate and the House of Commons to consider Bill C-136, approved
November 16, 1964, be Messrs. Aiken, Basford, Cameron (High Park), Cantelon,
Cashin, Chatterton, C6té (Longueuil), Francis, Gray, Gundlock, Klein, Knowles,
Laverdiére, Lloyd, Macaluso, McCutcheon, Monteith, Moreau, Munro, Olson,
Paul, Perron, Rhéaume and Scott.

WEDNESDAY, November 18, 1964.

Ordered,—That Bill C-136, An Act to establish a comprehensive program
of old age pensions and supplementary benefits in Canada payable to and in
respect of contributors, be referred to the Joint Committee of the Senate and
House of Commons appointed to consider same.

3
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4 JOINT COMMITTEE

TuEsDAY, November 24, 1964.

Ordered,—That leave be granted to the House of Commons section of the
Joint Committee on the Canada Pension Plan to sit while the House is sitting;
and that 12 of its members constitute a quorum, provided that both houses are
represented. - \ -

Attest. &
LEON-J. RAYMOND,

The Clerk of the House.

REPORT TO THE SENATE
TuespAY, November 24, 1964.

The Joint Committee of the Senate and House of Commons appointed to
consider Bill C-136, intituled: “An Act to establish a comprehensive program
of old age pensions and supplementary benefits in Canada payable to and in
respect of contributors”, makes its first Report, as follows:

Your Committee recommends that its quorum be reduced to twelve (12)
members, provided that both Houses are represented.

All which is respectfully submitted.
MURIEL McQ. FERGUSSON,
Joint Chairman.
With leave of the Senate,
The Honourable Senator Fergusson moved, seconded by the Honourable
Senator Inman, that the report be adopted now.

After debate, and—
The question being put on the motion, it was—

Resolved in the affirmative.
J. F. MacNEILL,

Clerk of the Senate.

REPORT TO THE HOUSE OF COMMONS
TuespaY, November 24, 1964.

The Special Joint Committee of the Senate and the House of Commons on
the Canada Pension Plan has the honour to present the following as its

FirsT REPORT

Your Committee recommends:

1. That leave be granted to the House of Commons section of the Joint
Committee to sit while the House is sitting.

2. That 12 of its members constitute a quorum, provided that both Houses

are represented.
Respectfully submitted,

A. J. P. CAMERON,
Chairman.

(Presented and concurred in, November 24, 1964.)
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MINUTES OF PROCEEDINGS

TuEespAY, November 24, 1964.

(1)

The Special Joint Committee of the Senate and the House of Commons
on Canada Pension Plan met at 9:35 o’clock a.m. this day for organization

purposes.

Members present:
Representing the Senate: Honourable Senators Blois, Denis, Fergusson,
Lang, Smith (Queens-Shelburne), Stambaugh, Thorvaldson (7).

Representing the House of Commons: Messrs. Aiken, Basford, Cameron
(High Park), Cantelon, Cashin, Chatterton, C6té (Longueuil), Francis, Gray,
Knowles, Laverdiére, Lloyd, Macaluso, Monteith, Moreau, Munro (16).

The Clerk of the Committee presided over the election of a respective
Chairman for the section of the Senate and of the House of Commons of this
Committee.

Hon. Senator Lang moved, seconded by Hon. Senator Stambaugh,

That Hon. Senator Fergusson be elected Chairman of the Senate section
of this Special Joint Committee.

Hon. Senator Stambaugh moved, seconded by Hon. Senator Denis,

That the nominations do now close.

Thereupon the Clerk of the Committee declared Hon. Senator Fergusson
duly elected Chairman of the Senate section of this Special Joint Committee.

Then it was moved by Mr. Moreau, seconded by Mr. Basford,

That Mr. Cameron (High Park) be elected Chairman of the House of
Commons section of this Joint Committee.

Mr. Macaluso moved, seconded by Mr. Gray,
That the nominations do now close.

Thereupon, the Clerk of the Committee declared Mr. Cameron (High Park)
duly elected Chairman of the House of Commons section of this Joint Com-
mittee.

It was moved by Mr. Munro, seconded by Mr. Lloyd, that the Steering
Subcommittee on Agenda and Procedure be comprised of 10 members, namely:
the Chairman of the House of Commons section of this Joint Committee, five
Liberal members including the Chairman of the Senate section of this Joint
Committee and two other Senators, three Progressive Conservatives including
one Senator and one member of the three minority Parties of the House of
Commons.

And debate arising thereon,

Mr. Monteith moved, seconded by Mr. Aiken,

5



6 JOINT COMMITTEE

That the said motion be amended to read four Liberal members, two
Progressive Conservatives, one for the three minority Parties and also allowing
the Chairman to discuss of the possible representation of the other small
Parties.

After further debate, the question being put on the said proposed amend-
ment, it was, by a show of hands, negatived: yeas, 7; nays, 13.

And the question being put on the main motion, it was, by a show of
hands, resolved in the affirmative: yeas, 13; nays, nil.

On motion of Mr. Basford, seconded by Mr. Macaluso,

Resolved,—That Mr. Knowles be appointed as member of the Steering
Subcommittee on Agenda and Procedure.

On motion of Mr. Aiken, seconded by Mr. Chatterton,

Resolved,—That Senator McCutcheon, and Messrs. Monteith and Chat-
terton be also appointed on the Steering Subcommittee on Agenda and Pro-
cedure.

On motion of Mr. Knowles, seconded by Mr. Chatterton,

Resolved,—That the Committee print 3,000 copies in English and 1,200
copies in French of its Minutes of Proceedings and Evidence.

On motion of Senator Thorvaldson, seconded by Senator Blois,

Resolved,—That the Senate section of this Joint Committee seek permis-
sion to sit while the Senate is sitting.

On motion of Mr. Francis, seconded by Mr. Macaluso,

Resolved,—That the House of Commons section of this Joint Committee
seek permission to sit while the House is sitting.

On motion of Mr. Basford, seconded by Mr. Macaluso,

Resolved,—That the quorum be reduced from 20 to 12 members, provided
that both Houses are represented.

On motion of Mr. C6té (Longueuil), seconded by Mr. Knowles,

Resolved,—That Mr. John E. E. Osborne be hired in the capacity of
Research adviser to this Committee.

The Committee instructed the Clerk of the Committee to send prepared
letters to the following:

1. To the Provincial Premiers.

2. To the organizations whose names appear on page two of the letter

prepared specially for them.

At 11:15 o’clock a.m. Mr. Basford moved, seconded by Mr. Moreau, that
the Committee adjourned to the call of the Chair.

WEDNESDAY, November 25, 1964.
(2)

The Special Joint Committee of the Senate and of the House of Commons
on Canada Pension Plan met at 3:50 o’clock this afternoon. The Chairman of
the House of Commons section Mr. Cameron (High Park), presided.

Members present:

From the Senate: Honourable Senators Croll, Denis, Fergusson, Flynn,
Lang, Lefrancois, McCutcheon, Smith (Queens-Shelburne), Stambaugh, Thor-
valdson—(10).




CANADA PENSION PLAN 7

From the House of Commons: Messrs. Aiken, Cameron (High Park), Can-
telon, Chatterton, Co6té (Longueuil), Francis, Gray, Gundlock, Knowles, La-
verdiére, Lloyd, Monteith, Moreau, Munro, Paul, Perron, Scott—(17).

The Committee began its consideration of Bill C-136.

The Chairman asked the Clerk of the Committee to read a prepared
letter to be sent to the organizations the names of which appear on page 2 of
draft of said letter.

On motion of Senator Croll, seconded by Mr. Francis,

Resolved,—That the prepared letter to be sent to the organizations the
names of which appear on page 2 of the said letter, be sent as prepared.

Then, the Clerk of the Committee, on request of the Chairman, read the
First Report of the Steering Subcommittee on Agenda and Procedure.

STEERING SUBCOMMITTEE ON AGENDA AND PROCEDURE
FIRST REPORT
TuespAY, November 24, 1964.

The Subcommittee on Agenda and Procedure of the Special Joint
Committee on Canada Pension Plan met at 5:00 o’clock this afternoon.

The Chairman of the House of Commons section of the Joint Committee,
Mr. Cameron (High Park), presided.

Present:

From the Senate: Honourable Senators Croll, Fergusson, Mc-
Cutcheon.

From the House of Commons: Messrs. Chatterton, Cameron (High
Park), Coté (Longueuil), Francis, Knowles, Monteith, Munro.

In attendance: Dr. Joseph Willard, Deputy Minister of Welfare.

Dr. Joseph Willard presented a tentative draft schedule of the
work of the Committee for a few sittings to come.

Your Committee agreed unanimously to the following decisions and
recommends:

1. That this Special Joint Committee hold from five to six a week.
Each sitting of the usual length of two hours being held on Monday
afternoon, Tuesday morning, Wednesday afternoon, Thursday morn-
ing and, if at all possible, not on Friday.

2. That any question of interpretation or meaning be put to the
Officials of each Department concerned when proceeding to a clause
by clause consideration of the Bill but any question of principle
or policy embodied in the clauses to be left until all briefs and
representations have been made by interested persons to the
Committee which will be at the discussion stage of the Committee
report.

3. The Steering Subcommittee on Agenda and Procedure may well
have to discuss that any other associations or individuals besides
those of the special category to whom special invitations to submit
briefs have been sent, may well have to be advised of some fu-
ture cut-off date to be fixed by the Committee.
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4. That the draft letter to the Provincial Premiers be sent as prepared.
At 6:15 o'clock p.m. the Subcommittee adjourned.

Respectfully submitted,

A. J. P. CAMERON,
Chairman

After debate thereon, the said report was amended so that paragraph
numbered 2 read:

“That any question of interpretation or meaning be put to the Officials
of each Department concerned when proceeding to a clause by clause
consideration of the Bill; this limitation applies to the preliminary dis-
cussions and evidence of the departmental Officials; but any question
of principle or policy embodied in the clauses to be left until all briefs
and representations have been made, by interested persons, to the Com-
mittee which will be at the discussion stage of the Committee report.”

Instead of:
“That any question of interpretation or meaning be put to the Officials
of each Department concerned when proceeding to a clause by clause
consideration of the Bill; but any question of principle or policy embodied
in the clauses to be left until all briefs and representations have been
made by interested persons to the Committee which will be at the dis-
cussion stage of the Committee report.”

On motion of Mr. Monteith, seconded by Senator McCutcheon,

Resolved,—That the First Report of the Steering Subcommittee on Agenda
and Procedure be adopted as amended.

On motion of Mr. Monteith, seconded by Mr. Munro,

Resolved,—That the Committee sit at 10:00 a.m. and at 3:45 p.m. in
Room 256-S, on Thursday, November 26, 1964.

The Committee agreed to have the Steering Subcommittee deal with all
correspondence received by the Committee.

The Chairman then invited Honourable Judy LaMarsh, Minister of National
Health and Welfare to read a prepared statement. A question period ensued.

And the questioning of the Minister continuing, at 6:05 o’clock p.m. the
Committee adjourned until 10:00 o’clock a.m. on Thursday, November 26, 1964.

THURSDAY, November 26, 1964.
(3)
The Special Joint Committee of the Senate and of the House of Commons

on Canada Pension Plan met this day at 10:10 o’clock a.m. The Co-Chairmen,
Senator Fergusson and Mr. Cameron (High Park) presided.

Members present:
Representing the Senate: Senators: Croll, Fergusson, Lang, McCutcheon,
Smith (Queens-Shelburne), Stambaugh, Thorvaldson— (7).

Representing the House of Commons: Messrs. Aiken, Cameron (High Park),
Cantelon, Cashin, Chatterton, Francis, Gray, Gundlock, Knowles, Laverdiére,
Macaluso, Monteith, Munro, Scott—(14).

()



CANADA PENSION PLAN 9
In attendance: The Honourable Judy LaMarsh, Minister of National Health
and Welfare and Dr. Joseph W. Willard, Deputy Minister of Welfare.
The Committee resumed consideration of Bill C-136.
Mr. Gundlock moved, seconded by Senator Lang,—

‘ That this afternoon’s and next Monday afternoon’s sittings be cancelled
H’ and that the Committee reconvene on Tuesday, December 1, 1964, at 10:00
o’clock a.m. And the question being put on the said motion it was resolved,
by a show of hands, in the affirmative. Yeas: 9; Nays: nil.

Then the Committee resumed its questioning of the Minister of National
Health and Welfare, Miss Judy LaMarsh.

And the questioning of the Minister being completed Miss LaMarsh with-
drew and agreed to being recalled.

Whereupon Dr. Joseph Willard, Deputy Minister of Welfare was called and
read a prepared statement. He was questioned.

And the examination of the witness continuing, at 12:18 o’clock p.m. the
Committee adjourned until 10:00 o’clock a.m. on Tuesday, December 1, 1964.

Maxime Guitard,
Clerk of the Committee.
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EVIDENCE
WEDNESDAY, November 25, 1964

(Text)

The CHAIRMAN (Mr. Cameron): Gentlemen, we have a quorum. I will call
the meeting to order.

I wish to inform the meeting that my Co-Chairman from the Senate,
Senator Fergusson, is being interviewed with regard to her work on the com-
mittee on aging. She assures me she will be here just as quickly as possible.

Yesterday the steering committee met in my office and a proposal to send
a letter to certain organizations was approved. Certain amendments were
made to the letter. For the benefit of the members of the committee I will
ask the clerk to read the letter and also the names of organizations to whom
it is proposed to send it.

The CLERK OF THE COMMITTEE: Mr. Chairman, this is the letter that was
agreed upon.

NOVEMBER, 1964
President,
Name of Organization

Dear Sir:

A Joint Committee of the Senate and House of Commons has been
set up to examine and study Bill C-136 on the Canada Pension Plan. The
main features of the plan were made public in a letter from the Prime
Minister to the provincial premiers early in June of this year. This was
followed by an outline of the plan in the White Paper tabled in parlia-
ment in early August. The Bill providing further details of the plan was
available following first reading on November 9th. A copy of the White
Paper, Bill C-136 and the actuarial report and its appendices, is enclosed.

It has been known for some time that a joint committee was proposed
and national organizations especially interested in this legislation have
been in the process of preparing their briefs. I am writing to let you
know that the Committee is now desirous of receiving briefs on or before
December 31, 1964. One hundred copies are required. Would your
organization please let us know not later than December 10 whether it
will be submitting a brief.

Following the receipt of these briefs, the joint committee will be
in a position to plan its hearings and to advise you of a date when your
representatives might testify before the committee should your organiza-
tion in addition to its brief wish to make this type of presentation.

Yours sincerely,
Clerk of the Committee.

I will now read the list of the organizations to whom we are going to send
that letter:
The Executive Council of the Canadian Chamber of Commerce
Canadian Labour Congress
Canadian Association of Social Workers
Canadian Manufacturers’ Association
Canadian Welfare Council

11



12 JOINT COMMITTEE

Canadian Life Insurance Officers Association

L’Union Catholique des Cultivateurs

La Confédération des Travailleurs Catholiques du Canada, Inc.
Canadian Federation of Agriculture

Canadian Bankers Association

Canadian Investment Dealers Association

Federal Superannuates—Superannuation Association

The CHAIRMAN (Mr. Cameron): You have heard the letter, gentlemen, and
the names of the various national organizations to whom it is proposed to be
sent. If it meets with your approval I would like to have a motion to that
effect.

Hon. Mr. CrorLL: I so move.

Mr. Francis: I second.

The CHAIRMAN (Mr. Cameron): It has been moved by Senator Croll and
seconded by Mr. Francis that the draft letter and the names of the organiza-
tions attached thereto be approved. Will all those in favour please signify?
Are there any members opposed to the motion?

Motion agreed to.

The steering committee met yesterday. I will ask the clerk to read the report
which has been prepared of what transpired at that steering committee. I
hope it will meet with the approval of the members of the committee.

Hon. Mr. SMITH (Queens-Shelburne): Mr. Chairman, before the clerk pro-
ceeds I wonder whether you can put on the record at this point the names of
the members of the committee who are members of the steering committee.

The CHAIRMAN (Mr. Cameron): That is included in the report.

Hon. Mr. SMITH (Queens-Shelburne): We have not seen the report.

The CHAIRMAN (Mr. Cameron): I have just asked the clerk to read it. The
names are all mentioned.

The CLERK oF THE COMMITTEE: The members of the steering committee
are, from the Senate, Senators Croll, Fergusson and McCutcheon and, from
the House of Commons, Messrs. Chatterton, Cameron, C6té, Francis, Knowles,
Monteith and Munro. There are ten members of the steering committee alto-
gether.

The report is as follows:

(See Minutes of Proceedings of Wednesday, November 25, 1964.)

The CHAIRMAN (Mr. Cameron): You have heard the report from the steer-
ing committee. Are there any comments?

Mr. CHATTERTON: It seems to me, if T heard correctly, that there might have
been one omission. My understanding was that the organizations to whom
invitations will be sent are not limited to that list; there may be others
invited in the future.

The CHAIRMAN (Mr. Cameron): Yes, that is the understanding. These are
the names of organizations selected principally because they submitted briefs
and appeared at the 1960 meetings. There is no restriction. It is intended to
invite everybody who is interested to make representations and to send in
briefs.

Mr. MonTEITH: This list was chiefly just to get the proceedings under
way.

The CHAIRMAN (Mr. Cameron): That is correct.

Mr. Mungro: As I understand it, it was the general feeling that outside
this main list—which I believe comprises ten, to which Senator McCutcheon

(¥
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added three—most organizations and individuals would be expected to follow
the press and see that these hearings were being conducted, and to act on their
own as far as letting the committee know that they wanted to appear and
submit briefs.

The CHAIRMAN (Mr. Cameron): I think that is correct. However, if we
receive any intimation that some organization is waiting for an invitation or
if we think we should send some organization an invitation, then we reserve
the right to do that.

Mr. MoNTEITH: Undoubtedly you, Mr. Chairman, and the clerk and all
of us as members will be apt to receive requests to be heard, and we will
throw these into the pot and discuss them.

The CHAIRMAN (Mr. Cameron): I had a verbal request this morning from
the legislative branch of the railway trainmen’s organization. I explained to
them that they should write to the clerk and say they wanted to be asked to
submit a brief, and so forth.

May I have a motion for the adoption of the report of the steering com-
mittee?

Hon. Mr. McCuTcHEON: I may not have heard the clerk correctly, but
it was my understanding that we decided matters of policy would not be
discussed with the officials who will go through the bill clause by clause.
It seemed to me that the report went further and said that matters of policy
would not be discussed until those who wished to present briefs had presented
them and the witnesses had been heard.

The CHAIRMAN: I will ask the clerk to read that part again. I think you
will find it covers the point you have raised.

The CLERK OF THE COMMITTEE: It reads as follows:

...that any question of interpretation or meaning be put to the officials
of each department concerned when proceeding to a clause by clause
consideration of the bill, but any question of principle or policy embodied
in the clauses to be left until all briefs and representations have been
made by the interested persons to the committee, which will be at the
discussion stage of the committee report.

Hon. Mr. McCutcHEON: Surely, Mr. Chairman, we cannot conduct an
effective discussion with the witnesses who appear in support of briefs if we
are precluded from discussing matters of principle and policy.

The CHAIRMAN (Mr. Cameron): I see your point.

Mr. MunNro: May I just comment on that?

As I understand the report there is no limitation on the discussion except
when it is being dealt with clause by clause.

Hon. Mr. McCutcHEON: That was the understanding yesterday, but the
report goes further.

Mr. MuNRO: It says:

...but any question of principle or policy embodied in the clauses to be
left until all briefs and representations have been made...

Hon. Mr. McCuTcHEON: It states that it shall be reserved until the discus-
sion stage, but one cannot discuss this intelligently with witnesses if one is
precluded from discussing interpretation and policy.

Mr. Munro: If we want it clarified, very well; but that still does not
prohibit you from discussing policy with the witnesses when they come before
the committee.

Hon. Mr. McCutcHEON: I would like it clarified.
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The CHAIRMAN (Mr. Cameron): I think we can do it quite easily. I think
one or two words will make it very clear. I had the same understanding that
you have, that when you have a brief to consider or a witness before you you
can discuss it with the witness.

Mr. Francis: Mr. Chairman, it is my understanding that we agreed we
would go through the bill itself just to gain an understanding and to obtain
an explanation, but beyond that we should look at it.

The CHAIRMAN (Mr. Cameron): It is intended to go through the bill with
the officials of the departments who will be involved in the carrying out of
the bill.

Probably you would like to suggest a proviso, Senator McCutcheon, which
we can add to this.

Hon. Mr. McCuTcHEON: If a limitation is imposed on a first meeting with
the officials going through the bill clause by clause then one does not need
to say anything further.

Mr. MONTEITH: Yes.

Mr. Mungro: I would suggest merely the addition in the second paragraph
of the words “not to be interpreted as any limitation on discussion of policy
and principle when all the representations and briefs are before the committee.”

Hon. Mr. McCuTcHEON: No, you are going to discuss it at the time they
are before the committee, not when they have all been before the committee.

Mr. MuNRro: That can be added.

The CHAIRMAN (Mr. Cameron): Would the words ‘“this limitation applies
to the preliminary discussions with departmental or government officials” satisfy
you?

Hon. Mr. McCuTcHEON: Yes, that is right.

The CHAIRMAN (Mr. Cameron): May I have a motion?

Mr. MonNTEITH: I move the reception of the report as amended.

Hon. Mr. McCuTcHEON: I second the motion.

The CHAIRMAN (Mr. Cameron): It has been moved by Mr. Monteith and
seconded by Senator McCutcheon that the report of the steering committee as
amended be adopted.

Mr. Lroyp: What is the amendment?

The CHAIRMAN (Mr. Cameron): The amendment is to add the words ‘“this
limitation applies to preliminary discussion by departmental officials only.”

When they are before us we are not going to discuss matters of policy
involved in their evidence. They will just give their evidence of the details of
the bill itself, the interpretations they place on the various clauses, the legal
meanings of the various clauses, and things of that kind.

While I am writing this amendment I would ask Dr. Willard to explain to
Mr. Chatterton the situation in regard to the white paper.

Dr. J. W. WiLLARD (Deputy Minister of Welfare, Department of Natzo'nal
Health and Welfare): Mr. Chairman, we find we have a good supply of copies
of the white paper. If members of the committee wish to have copies the clerk
of the committee will see they are supplied.

Mr. CHATTERTON: At 50 cents a copy?

Mr. WiLLArD: I think this is perhaps a matter for the committee and the
department to work out. I am sure the minister would have no objections to
the members of this committee—who after all are dealing with this matter in
detail and will have many questions asked of them—having the same privilege
in terms of the use of these copies as the department normally would have.

The CHAIRMAN (Mr. Cameron): Is that satisfactory, Mr. Chatterton?

)
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Mr. CHATTERTON: Thank you, Mr. Chairman.

The CHAIRMAN (Mr. Cameron): Gentlemen, we can have the use of room
256S for a meeting at ten o’clock and a meeting at 3.45 tomorrow. I would
be glad to know if you would be willing to sit at those hours.

Mr. MoNTEITH: I so move.

Mr. Munro: I second the motion.

The CHAIRMAN (Mr. Cameron): It has been moved by Mr. Monteith and
seconded by Mr. Munro that the committee shall meet twice tomorrow in room
256S, at ten o’clock in the morning and at 3.45 in the afternoon.

This might be a convenient time at which to clear up any confusion in
regard to 3.45. Is that to be interpreted to mean 3.45 or later if the orders
of the day have not been concluded by 3.45?

Mr. MoNTEITH: Mr. Chairman, I think probably it should be later if the
orders of the day have not been concluded. When we settled on 3.45 for today
we were of the opinion that as there is only a half hour question period on
Wednesdays we would be quite safe, but it did not turn out in that way. I think
perhaps we should have the understanding that it will not be before 3.45.

The CHAIRMAN (Mr. Cameron): What is the opinion of the committee?
Is the committee in agreement with Mr. Monteith’s suggestion?

Agreed.

Then it is understood that 3.45 means after orders of the day if orders
of the day continue later than 3.45.

The clerk has one letter here which is from William M. Mercer Limited,
addressed to the clerk of the committee, dated November 24, 1964, which
reads as follows:

WILLIAM M. MERCER LIMITED
Consulting Actuaries
MoONTREAL, 24th November, 1964.

The Clerk of Committees,
House of Commons,
Ottawa,

Ontario.

Dear Sir,

It is my desire to present a brief to, and be heard by, the Committee
recently set up to examine Bill C-136 on the proposed Canada Pension
Plan.

I will be grateful if you could let me know when it would be con-
venient for me to do so.

I presume that reasonable time would be granted me to prepare
a suitable brief.

Yours, faithfully,

C. J. Woods, F.I.A,, F.S.A,,
Vice President and Director.
CIW:MG

What action do you want to take? .

Hon. Mr. CroLL: I think when the clerk receives letters from people asking
to be heard they should be cleared with the steering committee., The steering
committee should make a decision and then announce it.
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The CHAIRMAN (Mr. Cameron): It that agreed?

Agreed.

Gentlemen, that concludes the routine business. We are to have the op-
portunity of hearing Miss Judy LaMarsh, the Minister of National Health and
Welfare. I do not suppose it is necessary for me to introduce her; that would be
superfluous in a committee of this nature with a person so widely known as the
Minister of National Health and Welfare. She has had a very distinguished
career at the bar, and she has had a very distinguished career as a parlia-
mentarian.

I have very much pleasure in asking Miss LaMarsh to address the com-
mittee.

Hon. Jupy V. LaMARrsH (Minister, Department of National Health and
Welfare): Thank you, Mr. Chairman and gentlemen. I have a prepared state-
ment which I should like to deal with first. I imagine that afterwards there may
be some questions which you will wish to put to me.

In the first instance I would li that of cour not imagine
anyone who would app efore you either on bheha Mgemm%

otherwise who would object to any matters of policy being asked at any time

the committee considered it appropriate. Civil servants, of course, are in a -
much different situation, and I would assume that all members of the com-

mittee can rely on their discretion in refusing to answer any questions of policy
in any event. I am sure many of those who are interested to prepare briefs
and appear before the committes will be as prepared and indeed as eager to
discuss matters of policy as myself or other representatives of the govern-
ment.

This is, Mr. Chairman, a rare opportunity to meet this particular com-
mittee. I have been waiting for about 18 months to meet a committee on the
Canada pension plan. I understand that after I have spoken to you, and after
you have heard from Dr. Willard, the deputy minister of welfare, you will
begin—as I have heard mentioned in the steering committee’s report—a clause
by clause examination of the Canada pension plan bill. During that review my
officials and those of other departments will be available to explain to you the
many complex details of this plan.

In my remarks today I intend to review some of the main features of the
plan and to answer some of the questions that were raised by hon. members
during second reading of the bill in the House of Commons. I do this as
much to give them answers as to have a general review for members of the
Senate who may not have had the opportunity to read some of the early
material and some of the government speeches in the house.

I would like first to discuss coverage.

In my remarks in the house on the second reading of the bill, I pointed
out that our objective was to have as comprehensive coverage as possible.
Employees earning over $600 a year, and self-employed persons earning over
$800 a year, will be required to contribute to the plan. I mentioned that only
a few groups would be excluded from coverage, and these are excluded for
constitutional or administrative reasons. Provincial and foreign governments,
as employers, are beyond our jurisdiction. While we cannot require an em-
ployer contribution from them, we hope that satisfactory agreements can be
worked out with these governments to bring their employees under the Plan.

Since there are special provisions for the retirement of members of the
armed forces and the Royal Canadian Mounted Police at a relatively early age,
they have not been included under this plan; they can join it when they take up
other employment after retiring from service. On the other hand, public
servants do not retire until 60 or 65, so we saw no reason to exclude them from

0
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the plan; arrangements will be made to integrate the Public Service Super-
annuation Act with this act, as outlined by the parliamentary secretary to the
Minister of Finance in his speech during the Second Reading.

Migratory and casual workers are excluded because of the difficulty of
reaching them. In agriculture, horticulture, fishing, forestry, logging and lum-
] bering, a worker who does not spend at least twenty-five working days a
' year with the same employer, or one who does not earn at least $250 a year

from the same employer, will not be covered under the plan. Most fruit and
F tobacco harvesters, week-end wood-cutters, forest fire fighters, and other
migratory workers in this country have other employment for much of the
year, and spend less than 25 days on one job in these primary industries.
The $250 a year represents an income of $10 a day for 25 days; it is also the
amount of income a married woman can earn without affecting her husband’s
taxation status. In the United States program, a similar provision is made for
farm workers. They are excluded from coverage unless they work for one
employer for at least 20 days a year or earn at least $150.

Similarly, it would be extremely difficult to enforce the collection of
contributions from employers of casual labour—Ilabour that is not related to
the purpose of the employer’s trade or business, and is of an irregular or
unpredictable nature. Such casual workers as grass-cutters, snow-shovellers,
and part-time cleaning help will not be covered for this type of employment.

Mr. Monteith has asked about employees of federal crown agencies 1n
uébec. Section 4 of the bill provides that federal public servants and em-
ployees of federal crown agencies will be covered under this act, as will any
persons in employment which is outside provincial jurisdiction. However, the
section also provides that where a province is operating a comparable ‘plan,
an agreement can be entered into with that province under which the collec-
tion of contributions and the payment of benefits for these employees will be
administered by the provincial plan. Quebec is willing to enter such an agree-
ment. Since comparable provisions will apply under both acts, it becomes a
matter of convenience for the employee to deal with the nearest office. In
any event, since the plans are the same, it will not make any difference which
plan he is under. Identity cards, we anticipate, will also be identical.

I should perhaps say a few words about farmers and fishermen. As you
will recall, Bill No. C-75 excluded all agricultural workers and all self-
employed people from compulsory coverage, but allowed them to join the
plan voluntarily. Bill No. C-136 has eliminated voluntary protection to these
people. The Canadian Federation of Agriculture in its brief last year to the
government advocated the compulsory coverage of farmers and the Quebec
report recommended this approach for the Quebec pension plan. To critics who "\
complain, and I hear some do, that this is another step to a regimented state,
may I say that it is the approach which has been followed for almost the last
10 years in that bastion of democracy and individual enterprise, the United
States. 3

Self-employed farmers and fishermen will contribute to the plan on the
basis of their net earnings—gross earnings from operating their farms or
boats, minus the expenses involved in carrying on their businesses. This, of,
course, means net earnings before deducting personal exemptions for income
tax purposes. It is not the taxable income but the net income.

We recognize that farmers and fishermen with net earnings of less than
$1,000 or $2,000 if married, do not have to file tax returns. For that reason
a simple form will be available for them to report their earnings for Canada
pension plan purposes. However, to prevent people from making a minute
contribution simply in order to participate in the plan, self-employed people

will only contribute if their net earnings are $800 or more a year. This means
21648—2

Iy, Sy T e T




|
|
2

r

b |

18 JOINT COMMITTEE

they will be paying a minimum contribution, which is $7.20 a year, in order
to participate in the plan.

I will deal next with contributions. The contribution rate proposed for
the Canada pension plan is 1.8 per cent each from employer and employee,
making a combined rate of 3.6 per cent. Self employed persons will pay the
3.6 per cent. This contribution will be paid on earnings between lower and
upper limits which are initially $600 and $5,000 a year. This is called by some
pension experts a “band” approach, and you may hear that particular expres-
sion used by some of the witnesses who will be appearing before you.

By exempting the first $600 of earnings, we have achieved, in effect,
a contribution rate which rises-on-a-sliding scale as earnings rise.

I am quite sure that some of you read some of the criticisms that were
made of the earlier bill, that those with higher earnings paid less propor-
tionately for the same benefits. Now, the man with low earnings will con-
tribute a smaller proportion of them than will the man with average earnings.
On earnings of $300 a month, the employee’s contribution will be equivalent
to 1.5 per cent of his total earnings.

Both lower and upper limits will rise during the 10 year transition period
if the cost of living rises, and thereafter in ratio to an eight year moving
average of earnings. Naturally, these rates are on the average higher than
those proposed under Bill No. C-75, in order to finance the extensive supple-
mentary benefits provided in this program, as well as higher operating costs.

You will be going further into the additional survivor’s and disability
benefits. The cost of living escalation features of this Bill will require more
money. Therefore, it will require a higher rate than that initially proposed in
Bill No. C-75, which did not have these features.

The combined contribution rate of 3.6 per cent on earnings between these
limits can be expected to finance the plan for at least 20 years, without
liquidating any of the investment reserve that will have been built up in
the meantime.

As I mentioned last week, the actuarial work for the Canada pension plan
has been based on two different sets of assumptions about population growth.
These were deliberately chosen by the chief actuary as extremes. That is to
say, one is the lowest rate of population growth which seems at all reasonable,
based on our experience in the 1930’s; the other is the fastest which is reason-
able, based on our population growth in the 1940’s and 1950’s. In the next
25 years, the divergence between the two estimates is very considerable. In
1990 the population of Canada would be 30 million on the first set of assump-
tions, and on the second set of assumptions it would be .37.2 million.

The cost of the plan will also depend on the future development of prices
and earnings, and especially on the relation between the two; that is, on
productivity or real earnings per person. The amount of unemployment and

L the level of interest rates are other factors which will also affect the cost.

On anything from the lowest cost to the highest cost assumptions, the
proposed contribution rate will result in building up an investment fund which
is substantially but not, in relation to our economy, unduly large. The actuary’s

i

estimates indicate, therefore, that sometime after the plan is 20 years old,_ .(\‘;l

there will be a need to re-assess its finances. By that time, experience of the
“plan_will have-made possible considerably more precise estimates of its costs.
It may be that by the late 1980’s or early 1990’s an increase in the contribution
rate will be required. But, the timing of any change will, of course, depend
in part on the views that are then taken about the desirability of continued
partial funding and about many other points of economic policy. The one
thing we can say is that the change in contribution rates that may be made
20 or 30-years—from now is not likely to TES “a big increase, If the actuaries’
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conservative projections turn out to be right, the rate might go up by % or 3.
It would still be under 2} per cent each for the employee and the employer.

I understand after you have completed your clause by clause review of
the bill, you will be studying the actuarial report. During the debate on the
second reading, I was asked whether government actuaries had been em-
ployed to prepare the actuarial report. I think this question came from Mr.
Monteith, and this was, as indicated then, the procedure followed. As mem-
bers of the committee know, it has been the usual practice to have the depart-
ment of insurance carry out actuarial studies of this nature. Under the old
age and survivors insurance program in the United States and the old age
retirement program in the United Kingdom actuarial estimates are provided
by the chief actuaries of these governments. We have followed the same
policy to ensure that the actuarial report has been prepared as an independent
study conducted by competent actuaries who are professionally recognized
both in Canada and abroad.

I would like now to discuss in some detail the question of benefits. By
now I imagine those who have read some of the material will be familiar
with the range of benefits available under this plan and perhaps I need not
say very much about them. There are a number of different types of benefits.

The first type is the retirement pension. This amounts to 25 per cent of
one’s average pensmnab’[e earnings, spread over one’s lifetime under the plan,
and adjusted for changes in the level of earnings. It is payable at age 65 to
contributors who have retired or, if one waits to draw it at the age of 70 it is
payable unconditionally. The test of one’s retirement will be one’s level of
earnings after retirement. Failure to contribute to the plan in any year after
the plan starts will act to reduce one’s average earnings and therefore one’s
pension. If one retires during the first 10 years of the plan, whatever one has
earned will be averaged over the whole 10 years, even if one has only worked
two or three years. This provides for a gradual increase in maximum benefits
from 10 per cent in 1967, or after one year’s contribution, up to 100 per cent
of the full benefit in 1976, or after 10 years of contributions. This will be one
area of attack. Most private plans take 35 years or more to mature. The
original Quebec pension plan was to take 20 years to mature. You may well
hear briefs from interested individuals who suggest that 10 years is too fast
to bring in full benefit. However, this is the original transition period in the
Canada pension plan which is retained. The obvious philosophy is that it
should be made available to as many people as quickly as possible, and we
should nof forget, T think; that extending this to 20 years or longer would /
mgan_.tbat_MQ_ﬂ_qu,rlvg _our_veterans of any opportunity to contribute
and to fully benefit from the plan.

The dlsablhﬁensmn amounts to $25 a month plus 75 per cent of one’s
retirement pension. It is payable, following a three month waiting period, to
contributors who are found to be so physically or mentally disabled that they
are unable to pursue regular, substantially gainful employment. To be eligible,
a contributor has to have contributed for five years, for five of the last 10
years, and for one third of the number of years in which he could have con-
tributed. It ceases, of course, to be payable at death, or on recovery, which-
ever occurs first, or at age 65 when the retirement pension is available. Any
period during which a person receives a disability pension, and therefore
does not contribute to the plan, will not be counted against him when cal-
culating his retirement pension. On recovery from his disability, he will of
course resume his contributions.

This feature, of course, was not included under Bill No. C-75, as we did
not then have the necessary constitutional power. Th1s is an expensive feature

and will cost $63 million in 1975.
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~Inow come to survivors’ pensions. These features are also rather expensive.
Bil C-75 although we had intended at that time, when the constitutional mat-
ter was resolved, to enact such a pension. These survivor pensions are payable
to unmarried orphans, widows and disabled widowers of contributors who have
contributed for three years and for one third of the number of years in which
they could have contributed. Permanently insured status is achieved after 10
years of contributions.

The orphans’ benefit amounts to $25 a month for each orphan up to a maxi-
mum of $104.17 for the orphans of one contributor. These amounts are escalated
as prices rise after 1967. If a contributing mother dies, her children can get a
benefit only if she was maintaining them before her death, and they are not
already receiving a benefit.

The pension is paid to an orphan until he or she reaches age 18 or until
age 25 if still attending school. I might note that age 18 is the same age at
which youth allowances are discontinued and the age at which blindness and
disability allowances can commence.

The widows’ pension amounts to $25 a month plus 373 per cent of the
husband’s retirement pension for widows under 65. This is payable to widows
with dependant children, disabled widows and to all widows over 35 when their
husbands die. If the widow is under 45 when her husband dies and without de-
pendant children and not disabled, her pension is reduced by one twentieth for
each month short of 45 the widow is at the time she becomes such a widow;
at 35 the pension is reduced to zero.

As I pointed out in the house, the basis for this is the relative difficulty any
woman has in finding employment after she has been out of the labour force.
I am sure it is the experience of all of us that difficulty increases the older she
is when she is left as a widow. As I pointed out in the house, the basis for this
is the relative difficulty in finding employment at various ages.

For widows 65 and over the pension is 60 per cent of the :usband’s retire-
ment pension, subject to reduction if they also receive their own retirement
pension. The pension is payable the month after the hushband dies, and ends
when the widow dies. It is suspended during any subsequent marriage; it is
also suspended until age 65 for widows who are under 35 when they cease to
be disabled or to have dependant children to care for.

Some of you may not agree it is a good thing that a woman will not be
able to accumulate husbands and accumulate their pensions. She is, of course,
going to be allowed to draw the maximum for one pension. Personally, I
am not sure it is a good idea, but since most of the members of the com-
mittee are gentlemen, perhaps they will think it is a fair thing.

The disabled widows’ pension is the same as the widows’ pension. However,
to qualify, a widower must have been disabled and dependant on his wife before
her death.

So, you see the equality of the status between the sexes is pretty much
one way.

The death benefit amounts to $500 or six times the monthly retirement
pension, whichever is less. It is payable to a deceased contributor’s estate in
a lump sum.

All these pensions and fixed dollar amounts, such as the death benefits, are
subject to escalation by the cost of living index. The $25 flat rate component of
the disability, widows’ and orphans’ benefits will be adjusted in line with the
cost of living index from 1968 on, the first year in which any of these benefits

can be paid. The disability benefit will not be paid before 1970. If this seems A\

unduly harsh, remember that it is a very generous and long term benefit.
Gwtailis
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A man or woman who has paid a contribution for only five years may,
on disability, be drawing from the pension plan for the rest of his or her
life. It should also be remembered it is considerably more generous than the
plan in the first Quebec report which was payable only when the contributor
reached the age of 60.

The flat rate old age security pension, which will be integrated with the
Canada pension plan, will be adjusted in the same way as the other flat rate
benefits.

There has been considerable discussion about the limitation on the cost
of living adjustment to the old age security pension. The provision for auto-
matic adjustment of benefits in line with changes in the cost of living repre-
sents the introduction of a new and very important principle in Canadian social
security. This is the first use of this factor in North America, although several
west European governments use such an escalating feature in their social
security payments.

It is a principle which is being applied both to the benefits under the
Canada Pension Plan and to Old Age Security payments. The method for
making the adjustment and the timing for the implementation of this new
feature is the same. The new earnings-related pensions which are integrated
with the old age security pensions will be paid for the first time in 1967 and
therefore the first adjustment to the cost of living will be in the next year,
1968.

The Canada pension plan and the features which provide for automatic

.adjustments in line with changes in wage levels and the cost of livin are
i e a more satisfactory level of income for pensioners in the
years ahead than has heretofore been available either by state or by private

plans. While these features to keep pensions up-dated represent additions to cost,

ey will provide a much greater measure of old age income security than a pro-
gram of unadjusted benefits. People can plan for their old age knowing that a
given level of real income will be available on retirement.

The adjustment of the $75 a month old age security pension provided for
as a part of this legislation is quite apart from any further or future decision
which may be made with regard to the present $75 a month. An increase of
$10 a month was provided by parliament a little over a year ago at a cost of
$116 million. We anticipate that the cost of old age security pensions even at
the present rate of $75 a month will rise to $906 million in the fiscal year
1965-66. Many individuals have suggested a sharp increase. Some pensioners’
groups, and, surprisingly, the chamber of commerce, in its annual presentation,
suggested $100 pensions, payable at age 65. You may be interested in the esti-
mated cost—which would about double the present expenditure. The in-
creased payment would, if taken from the personal and corporate income
tax, and sales tax allocation, require it to be doubled. This seems hardly re-
sponsible at a time when so many are advocating tax cuts.

As I mentioned during the Second Reading of the bill, this feature has
necessitated some rather complex sections in the bill. It is not desirable to
adjust pensions annually if there have been only minor changes in the cost
of living, nor is it desirable to provide either for large jumps from year to
year or reduction of pensions should the cost of living fall. The formula pro-
vided in the bill will therefore have the effect of keeping the pension adjust-
ment closely in line with the cost of living without ever making reductions
and without making increases from year to year of less than 1 per cent or more
than 2 per cent.

When I went to Europe last year to inquire why certain things had been
done in certain ways in some west European plans and to get up-to-date ex-
perience, you will appreciate that you cannot always do this by letter and it
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is better to go and ask—I found several plans which included provision for a

reduction if the cost of living fell. However, neither the officials nor the elected

people to whom T spoke indicated that they really anticipated their parliament
would permit a feduction in the payment to their pensmnefs"-Wﬁémfﬁerefore
dropped it as being more realistic.

It was pointed out during the debate that an increase of 2 per cent in the
pension index would result in an increase of $1.50 a month in old age security,
and that an increase of 1 per cent would yield an increase of 75 cents or six
bits a month on the basis of the present $75 pension. It was not pointed out
that an increase of 2 per cent would result in an increase of up to $3.60 a
month at age 70 or up to $3.10 a month at age 65 in combined pensions payable,
and that an increase of 1 per cent in the pension index would lead to increases
of up to $1.79 or up to $1.55 a month.

It was not clear from the criticism whether it was the principle of tying
increases to the Consumer Price Index that was being opposed, or simply the
fact that such increases were not to exceed 2 per cent a year. It might be
pointed out that increases in the consumer price index have varied between
1 and 2 per cent since 1955. Clearly, if the objective is to maintain the purchas-
ing power of the pension from the time a pensioner starts receiving it until his
death, then tying it to the consumer price index would seem to meet this
objective.

It has been suggested that pensions in pay should be tied to the earmngs

glgexrahar than the pension index. This would have the effect not of main-
taining purchas‘fi‘g"power‘b‘ut“"f"ihcreasmg it in line with increases in the
purchasing power of people still in the labour force. There is considerable merit
in this proposal, but on balance the government favoured the objective of
maintaining purchasing power.

old age-security. Its original obJectlve was to augment the retirement income
that people had been able to provide for themselves, to provide a basic floor
of retirement income on which they could build. It was not intended to be
the sole source of income in old age. Since then, successive governments have
recognized that the floor selected was not high enough to provide a sub-
stantial level of income to the older members of our population. They have
therefore gradually increased the monthly pension on several occasions, by
15 per cent, 19 per cent, 18 per cent and 15 per cent, in order to come closer
to meeting the income maintenance needs of our older people. In other words,
the increases of $10 a month have been intended to increase the amount of
the purchasing power of the pension rather than simply to maintain the 1952
level of its purchasing power. This approach is still available for any future
increase in flat-rate old age security, but 1t is, of course, not within the scope
of this bill.

Financial Provisions

The plan will generate substantial funds for investment for a good many
years. These funds will be made available to provincial governments in pro-
portion to the contributions coming from each province. This will be done
by investing the funds in either obligations of the provincial government or
obligations of crown agents guaranteed by the province. Such obligations will
provide the fund with interest at the long-term rate on federal securities.

There is no suggestion that the plan should be fully funded, but in a pension
plan which has reasonable contribution rates and one which has a transitional
period during which pension benefits are built up to their ultimate level, there
will be some accumulation of capital funds. These funds will be made available
to the governments which are responsible for financing our social capital needs
in the fields of education, transportation, health and urban development.

o
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The plan’s financial provisions are set forth in sections 110 to 114 of the
bill. These provide for a separate account in the consolidated revenue fund to
be called the Canada pension plan account. All contributions and interest pay-
ments will be paid into this account, and all benefit payments and administrative
expenses will be charged to this account. A small operating balance will be
maintained at a level sufficient to cover anticipated expenditures on benefits
and administration for three months. Each month, the Minister of Finance may
invest amounts in excess of this balance in provincial securities. All the securi-
ties he buys will be charged to a special account, called the Canadian pension
plan investment fund. In this way, the operations of the Canada pension plan
can be kept separate from the rest of the government’s operations. The plan

wi nanced solely by contributions from employers, employees, and self-
v by interest on its investments.

Participating Provinces

A number of speakers in the debate on second reading asked how many
provinces had given any indication of their intention either to join the Canada
pension plan or to operate their own comparable plans. The province of Quebec
has made known its intention to operate comparable legislation as a part of
this Canada wide pension program. No other province has given any indication
of such an intention.

I should point out that the bill provides in section 3 that any province
can make known its intention to operate its own plan within 30 days after this
act has been given royal assent. In other words, until this parliament signified
its intention by adopting this proposed plan there is no need for a province
to signify its intention one way or the other. Since the introduction of the white
paper last August, no province has signified any intent to set up its own plan,

. including the tax-collecting machinery necessary to receive contributions.

Reciprocal Agreements

An increasing number of countries have been entering into reciprocal
agreements to ensure the portability of pensions and other social security bene-
fits for people who spend their working lives in more than one country. Pro-
vision has been made in the bill for this reciprocal type of arrangement.

Since considerable variations exist in the legislation in different countries,
a great deal of flexibility will be needed in working out the details of such
agreements. For example, an agreement might specify that past participation in
a foreign pension scheme could build up credits under the Canada pension plan
for persons moving to Canada, provided that past participation in the Canada
pension plan creates entitlement under the foreign scheme for residents of
Canada who move abroad. Arrangements would also be made to transfer any
funds between the plans that might be necessary in this process. Under such
an agreement the foreign country might also agree to administer benefits on
our behalf to our pensioners residing abroad.

One of the first such agreements might be with the United States which
for 27 years has had a contributory pension plan similar in many respects to the
Canada pension plan. In view of the mobility of workers across our border, in
both directions, and in view of the number of our retired people who move to
the southern United States in particular, at least for part of the year, the advan-
tages of such an agreement will be obvious to all.

Mr. Monteith asked if the federal government would be required to enter
into a reciprocal agreement with a foreign country on behalf of Quebec if the
Quebec government asked us to do so. The power to enter into such an agree-
ment under the bill rests with the federal government.
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Administration

In my speech in the house a week ago, I pointed out that the administrative
arrangements for the Canada pension plan had been designed to take advantage
of existing machinery for collecting contributions and paying out benefits. I also
described how this administration would be co-ordinated with the provincial
administration in the case of Quebec. Mr. Monteith asked if my departmental
officials were going to be given access to the income tax records of the Depart-
ment of National Revenue. This and other details of internal administration will
be discussed by the committee. At this stage I might make a few brief remarks.

The arrangements will be as follows: Employers will remit their own and
their employees’ contributions every month to national revenue as they do now
with income tax deductions. Once a year, using the T4 slips, employers will
report the annual earnings and contributions of each employee, giving his
name and social insurance number. These earnings data will be aggregated by
national revenue to determine actual average earnings for construction of the
earnings index. Information about contributors—name, number, amount of
pensionable earnings, and amount of contribution—will be transfered to mag-
netic tape which will be passed to my department. This information is, of course,
basic to the operation of an earnings-related scheme. The Department of National
Health and Welfare will not have information about people’s incomes other
than their pensionable earnings under this Plan. My department will be respon-
sible for maintaining a record of earnings for each contributor, and for establish-
ing his eligibility for benefits and the amount of his benefit. It will also be
responsible for administering the retirement test.

Once a pension has been approved for a contributor, the comptroller
of the treasury will be asked to issue him a cheque for the appropriate amount.
This cheque will include his old age security pension if it has been claimed
and approved. As there is no computer in my department, at the outset of
the plan, the comptroller will actually maintain the record of earnings and
calculate the amount of the pension. My department’s regional offices will
handle all queries from contributors about their entitlement or earnings record.

The Unemployment Insurance Commission will expand its index of insured
people under its program to include people who are covered only under this
program. It will thus assign all social insurance numbers and maintain the
master index.

I discussed with my officials whether I might have my signature and
perhaps my picture on this cheque, but the idea was not received very
well. So I suppose it will be the signature of the comptroller of the treasury,
as usual.

I regret that this is such a lengthy statement, but in order to do this
at one time, it is necessary to go into this much detail.

Federal-Provincial Consultation

In my remarks last week, I emphasized the unique constitutional position
that exists regarding pension legislation. I pointed out that our legislation must
ensure continuing consultation and co-operation with the provinces. To make
such consultation mandatory, section 115 of the bill provides that amendments
of substance will require the consent of two-thirds of the provinces having
two-thirds of the population. With the present distribution of our population,
as honourable members know, this means that Ontario must be one of the
consenting provinces if the amendment is to be made. There is also a provi-
sion that amendments which alter the general level of benefits and contribution
rates can only be made after a notice period of at least two years.

Mr. Chatterton asked what would happen if 25 years from now the funds
are depleted and Ontario refuses to agree that the act should be amended so
as to increase the contribution rate. It is difficult and perhaps impossible
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to imagine a province with so many of its people drawing benefits from
the fund taking such a position if the proposed amendment to the contribution
rate is a reasonable one. If in the province’s view the proposed increase
appeared unduly large, this provision would mean that the federal and
provincial governments would have to get together to work out a mutually
satisfactory change.

Mr. Monteith asked why a province had to give at least two year’s notice
before it could withdraw its people from this act. The requirements that
two year’s notice be given before amendments to this Act could take effect,
and before a province could start operating its own plan are related. Two
years was considered the minimum time that would be needed for provincial
legislative action and for the complicated administrative task of sorting out
all the records regarding contributions arising in that province and benefits
paid to contributors from the province.

Mr. Knowles suggested that the provisions for consultation, as set forth
in section 115, were too much one way, and that there was insufficient
provision for the provinces to consult the federal government before making
changes in their plans. Similarly, Mr. Chatterton asked if the agreement
between the federal government and a province which operates its own
plan prevents that province from changing the terms of its plan in a way
which would destroy portability.

Section 115 deals only with proposed changes in the federal act, and there-
fore must be concerned with arrangements whereby the federal government
may consult the provinces about these proposed changes. As Mr. Chatterton
has recognized, Section 4, subsection (3) provides that the Minister of National
Health and Welfare may enter an agreement with a province which operates
its own plan. Such an agreement would provide that the provisions of the
provincial act will apply to persons employed in that province who are engaged
in employment which is under federal jurisdiction. In the absence of such an
agreement, of course, such employees would be covered under the terms of the
federal act. The agreement itself will set forth the terms and conditions under
which consultation between the province and the federal government will take
place if amendments are proposed in the provincial plan.

In addition to this provision, there are provisions under Sections 40, 82,
and 108 whereby the federal government may enter into agreements with the
province regarding the refunding of over-payments of contributions, the shar-
ing of the costs of benefits, and the exchange of information about earnings of
contributors who have contributed under both acts. The terms and conditions
of these agreements would also have to indicate the consultation procedures
required before the provincial plan could be changed in the manner suggested.

Integration

Mr. Olson asked about the arrangements to reconcile this plan with exist-
ing private pension plans, particularly the civil servants’ plan. Mr. Chatterton
also asked this question. I would refer members of the committee to the speech
by the parliamentary secretary to the Minister of Finance which followed their
remarks. Mr. Pennell outlined in detail the arrangements for integrating the
Public Service Superannuation Act with this act.

As far as private pension plans in outside industry go, I would refer mem-
bers to page 22 of the White Paper I tabled last August 10, where the following
points are made:

“The adjustment of private pension plans cannot be prescribed
through the Canada pension plan. Those responsible for each private
pension plan will be free to decide whether or not they wish to make
some modification in their plan. In plans where the contribution rates
are relatively high, it may be decided that the overall rate of employer-
employee contributions should not be increased; in such cases the
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private plan’s contribution rate might be reduced by the contribution
required under the federal plan, and its benefits might be adjusted
accordingly. In other cases, the private plan may remain entirely un-
changed, with its benefits augmenting those available from the Canada
pension plan.

As an alternative way of adjusting to the Canada plan, a private
plan may simply pay the difference between the total retirement benefit
it now provides and the benefit provided under the federal plan; the
private contribution rates would then be reduced accordingly. Another
possibility would be to adopt a benefit formula which makes different
adjustments for earnings above and below the Canada pension plan
ceiling.

Another approach may be adopted in private plans with early retire-
ment ages. The private plan benefits might be accelerated so as to pro-
vide a level combined benefit beginning at, say, age 60. The private plan
would thus provide a higher pension between ages 60 and 65 than would
normally be provided, offset by a lower-than-normal private pension
from age 65 on. The difference would be made up by the Canada pen-
sion plan payable at age 65”.

Incidentally, we believe that this approach will particularly commend
itself to our school teachers across the country who express concern because
their retirement age is normally 65.

“The Canada pension plan will NOT take over or absorb reserves
that have been built up by private pension plans. The Canada pension
plan will NOT remove any rights to benefits already acquired under
private plans. The integration of private plans with the public plan will
NOT be compulsory.”

The question of the integration of existing private pension plans is an
important one, and one which has been dealt with successfully in other
countries. The officials appearing before the committee will be ready to answer
questions about different methods of integration, provincial supervision of the
portability and solvency of private pension plans, and the details of integration
proposed for public service pension plans. It seems to me that it should be
borne in mind that the federal government is the employer in the biggest
single pension plan in the country, and the federal government is well aware
that its action, with respect to federal civil servants all covered under the
same plan, will be watched very closely as an indication in the country of
what other large scale employers might be likely to do. You have before
you the individuals who have been working out the way in which the Canada
pension plan and the public service plan would be integrated.

Some questions have been raised in the house, notably by Mr. Monteith
and Mr. Knowles regarding the requirement that a person must reside in
Canada the year he applies for old age security. There are one or two things
I would like to say about this.

First of all, when the old age security program came into operation in 1952
there was a 20 year residence requirement. This was amended and it is now only
10 years.

Secondly, the act was amended to provide for the payment of pensions
outside of Canada to persons who have resided in Canada 25 years after their
21st birthday. This has taken care of the great majority of people who are re-
tired and who are living outside of Canada. The number of persons receiving
pensions outside of Canada ranges from a peak of about 9,400 in the wintertime,
to a low of about 6,200 in the summertime.
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Thirdly, the amendment to the Old Age Security Act in Part IV of the
bill to provide for an age adjusted pension at an earlier age will, when it be-
comes fully operative, remove the difficulty insofar as it affects persons between
the ages of 65 and 69. In other words, where a man and his wife leave Canada
when he is age 70, he would be entitled to receive $75 a month, while she would
be entitled to receive $51 a month if she were age 65. There are a wide variety
of combinations in between. However, if the wife had not reached age 65 and
was not eligible for the pension at the time she left, the one year requirement
would still stand.

On this matter of residence requirement I would be most interested in
hearing any comments and suggestions that the committee might have.

As you will see in the other sections we have tried to clean up a number
of other small points respecting old age security which appeared to be a matter
of irritation over the past few years.

Gentlemen, I am very grateful for your attention to such a long and
exhausting speech of almost an hour. It is not that often any more that I get
to speak for an hour without getting interrupted. I think this will be a general
review, and I will be very happy to answer any questions which any mem-
bers of the committee may have.

The CHAIRMAN (Mr. Cameron): I am sure we all appreciate your very
complete and very comprehensive report. It will be included in the minutes
and proceedings, and undoubtedly will furnish a great deal of information for
the members of the committee. We thank you very sincerely for its com-
pleteness.

Mr. CHATTERTON: May I ask the minister a question The minister indi-
cated that there had been consultations with the provinces in arriving at this
plan. I presume that the plan was designed in the knowledge that the provinces
would approve it, even those provinces which would not participate. Is that
correct?

Miss LAMARsH: I did not hear your last sentence.

Mr. CHATTERTON: In other words, the plan as submitted is acceptable to
the provinces, and it is ascertained that if they wanted to opt out they would
be able to provide a plan comparable to this one.

Miss LAMARrsH: I want to be perfectly fair. I thought I went over this.
The provinces are not required, until some 30 days after royal assent is given
to the bill, to indicate whether they intend to pass comparable legislation.
This plan has been discussed at some considerable length, as you will ap-
preciate, at the dominion-provincial meetings, and the details have been made
public to all interested individuals, and certainly also to the provinces since
the publication of the white paper last summer. Throughout this time we
have had no expression of intent from any province, other than Quebec, that
it planned to set up its own plan, comparable or otherwise.

Mr. CHATTERTON: I understand that, but I presume that this plan, sub-
mitted by the minister now, is agreeable to the province of Quebec.

Miss LAMARsSH: I want to make it quite clear that this plan is in effect a
compromise between the report on the Quebec pension plan and the Canada
pension plan which was in Bill No. C-75, with, of course, suggestions made
from other sources. We understand that the bill with which the Quebec leg-
islature will be presented is a comparable one. I cannot say it is identical
because there are obviously certain provisions which are in the federal leg-
islation—for example, dealing with other countries—which cannot be in
provincial legislation, but in so far as practicable it will be identical legislation
presented by the Quebec legislature.



28 JOINT COMMITTEE

Mr. CHATTERTON: In other words, the government does not consider sub-
stantial changes in the bill unless it gets indications from Quebec that they
will agree with you?

Miss LAMARsSH: Perhaps that is going a little far. This committee, if it
has changes to make or suggestions to make, will, I suppose, include them
in its report, which will then be an object of discussion. It may well be that
such changes would commend themselves to the government. They will cer-
tainly have wide public discussion through the medium of this committee and
might commend themselves as well to the framers of the Quebec pension
plan. It might well be possible—because we would expect this legislation
might be passed in advance of the Quebec pension plan—for them to consider
and revise any proposed legislation which they have. It may well be that
minor changes would remain, that there might be minor differences between
the two pieces of legislation.

Mr. CHATTERTON: I understand the definition of “substantial” in clause 3
is probably your definition, but the fact is that so far as the government is
concerned no substantial changes would be considered unless there was agree-
ment from Quebec or concurrence of the province of Quebec or unless a
province might want to opt out.

Miss LaMarsH: In the first place, I would say that I would hope there
would not be any reason for the committee to wish for any substantial change.
We hope that this plan would commend itself to all members of the committee
after they have listened to the discussion. However, I think it quite fair to
say that before we indicate as a government whether we are prepared to
accept such a recommendation we would certainly discuss it with Quebec, and
if there were other provinces in the same situation that wished to pass their
own legislation, the federal government would discuss it with them.

Mr. AIRKEN: My questions are very much along the lines of Mr. Chatter-
ton’s questions. I want to put it this way. I have heard that the committee’s
hands are pretty well tied in connection with this plan for the reason that
Mr. Chatterton has indicated. In other words, there is an agreement between
the federal government and Quebec that the basic parts of the plan will not
be changed, that is the amount of benefits, the amount of contributions, and
so forth. What I want to ask the minister is the following question: If we
do make recommendations in this committee regarding the broad nature of
a principle, is the government going to be able to bring in such a change?

The CHAIRMAN (Mr. Cameron): Do you think that is a question which
should be asked at this stage? That is getting into the realm of government
policy. I do not want to rule it out on any narrow grounds, but I think you are
beginning to pass into a rather dangerous realm in asking the minister to com-
ment on this.

Mr. AIReN: I should have been more direct and should not have beaten
around the bush. I am told that we are here to rubber stamp this bill, and I
am wondering whether we are sitting here for any useful purpose.

Miss LaAMARSH: I cannot imagine you being a rubber stamp for anything
in this government, Mr. Aiken. This committee was selected. It is completely
without direction, guidance under the table, over the table, around it, or any
other way. It is the committee of the House of Commons, the hands of which
is the government—it is a minority government, as you well appreciate. If
you are talking about broad areas of principle, I think I would have to say
that the government has made its decisions on the principle and policy, as it
is required to do as the government. It has made them with great consideration,
whether arising from discussion with another province or from its own initial
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decisions. I would think it would be prepared to stand in the usual way behind
such decisions on policy.

In regard to this bill, we are in a field which is unique. No parliament
has ever had to deal in just such a field before. You as a lawyer are well aware
of the constitutional basis, a difficult basis at best. It means that if a province
is not to enact legislation dealing with pensions, it must be certain that the
federal legislation is of a kind that it is content to have applied to its people.
It seems to me that since we have had experts dealing together on the pub-
lished report of the Quebec pension plan and the published report of Bill
No. C-75 it is obviously a compromise plan on which both governments have
gone a very long way to meet. It would seem to me that as reasonable men
and a reasonable woman in this committee you, of course, notwithstanding your
point of departure, will follow that same line of reasoning. I am not really_

foreseeing that there will be great divergence on questions of principle by the

time you conclude these hearings.

Mr. AIREN: I think the minister confirmed in my mind exactly the point I
was tryin

Hon. Mr. McCuTcHEON: I have several questions which I would like to put.

Hon. Mr. CroLL: May I just say at this moment that if there is a line of
questioning being taken at present, as has been by Mr. Aiken, maybe some
of us would like to follow it up before we divert to another line of questioning.
If Mr. McCutcheon’s question is not in line with the same trend of thought,
I would suggest that we could exhaust the other trend first. I do not know
what Senator McCutcheon is going to ask but I suggest that the Chairman direct
those of us who want to question the minister along the same line as were
Mr. Aiken’s questions.

Mr. CHATTERTON: The answer is for members to ask supplementary ques-
tions.

The CHAIRMAN (M7r. Cameron): We will first deal with Senator McCut-
cheon. Does he want to proceed along the line of questions asked or does he
want to ask something else?

Hon. Mr. McCuTcHEON: I have several questions.

The CHAIRMAN (Mr. Cameron): Are you willing to yield for the time
being?

Hon. Mr. McCuTcHEON: My questions grow out of questions already
asked by Mr. Aiken and the others who preceded him.

The CHAIRMAN (Mr. Cameron): Do you wish to follow along the same
line?

Mr. Francis: I think Senator McCutcheon has a question which is related
to this line of questions.

Hon. Mr. McCutTcHEON: My first question follows from the previous
questions. The minister has said that Quebec is the only province that has stated
its intention to operate its own plan. Nevertheless the bill contemplates that
all the other provinces, or any of the other provinces, may opt out within 30
days after the legislation becomes effective. Assuming that five provinces
decided to operate their own plan, would that affect the operation of the
Canada pension plan in the minister’s opinion?

Miss LAMARsH: It depends on which five provinces, of course. If members
of the committee look at the actuarial report, they will see it is prepared
on the basis that nine provinces are in the plan. These are the assumptions
which were made. Certainly the figures would be quite different if some
provinces opted out, depending on which these would be.
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If you are asking whether it would be necessary to have higher contribu-
tion rates initially or lower benefits, or to make other changes, then I could
answer you that it would not be the case. I wish to be frank with the committee.
If you got down to the point where only one or two provinces were left in
the Canada pension plan, it would be worth while for any federal government
to consider whether it would be useful to go on in that way or whether other
arrangements might be made for the provinces to conduct the plan. This is an
unavoidable difficulty. If you believe, as I think everyone in the room and
most individuals do, that there should be benefits which are available across
Canada on an equal basis, then I think you will agree that there is room
for federal initiative and that because of the peculiar phraseology of the
appropriate subsections of the British North America Act the federal govern-
ment has complete freedom to operate unless and until the provincial legislature
is operating.

Hon. Mr. McCuTcHEON: There has been no published report of the Quebec
plan since the Canada pension plan was established or was brought in in bill
form. You have already said that the Quebec plan would be substantially
the same as this plan. By that I take it, it will at least provide for the same
contributions, the same benefits, and the same measure of escalation. Is that
correct?

Miss LAMARSH: Yes.

! Hon. Mr. McCuTcHEON: Do you consider that any other province which

‘ decided to operate its own plan could only do so if it met those requirements?

:1 Miss LAMARsSH: Yes, sir. The legislation provides “comparable legislation”.
“‘ Hon. Mr. McCuTcHEON: How comparable?

. Miss LaMARrsH: Well, comparable in comprehensive coverage, comparable

| in low contribution rate and comparable in benefits.

! Hon. Mr. McCUTCHEON: But, not identical.

L Miss LaAMArsH: “Identical” is not the word used by the draftsman.

The CHAIRMAN (Mr. Cameron): Mr. Francis are the questions you are
about to put along the same line?

Mr. Francis: Yes. I have one or two general questions which are along
the same lines as those put by Mr. Aiken and Mr. Chatterton. I understand
that every province participated in the discussions in respect of the plan and
that every province was represented at one time or another.

Miss LAMARSH: Yes.

Mr. Francis: And can we say that to the best of our information the plan
generally meets with the approval of every province in Canada?

Miss LaMARrsH: I can only say that no one has expressed disapproval of
this plan.

Mr. Francis: And, we have had a unanimous resolution in the House of
Commons on the principle and on second reading of the bill. It seems to me if
there is anything further that Mr. Aiken or someone else is concerned with
they would have the opportunity during the clause by clause consideration in
the House of Commons to move amendments. I feel as we have gone this far
we should not be gravely concerned about the principle at this stage. Perhaps
we should be at the end but not at this time.

The CHAIRMAN (Mr. Cameron): It is not my function to comment on that
statement; the minister has answered it.

Have you a question, Senator Croll.

Hon. Mr. CrRoLL: Mr. Francis has not left me much of a question.

The CHAIRMAN (Mr. Cameron): Have you a question, Mr. Knowles.
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Mr. KNnowLES: I have, Mr. Chairman, but it is in respect of another field.
Hon. Mr. CroLL: Following the questioning of Mr. Aiken, from which one
could gather the impression—and he put it very bluntly, because he can speak
very bluntly—that we are rubber stamping, may I ask in what respect this
committee differs from any other committee that has been handed a bill for

the purpose of study and making a report. 1
Miss LaAMARrsH: I have been a member of the lower house for only four
years but I have never been a member of a committee which met where there
was any suggestion of change in the underlying principle or anything of that
nature, but there may have been suggestions on respect of matters of detail.
Hon. Mr. CroLL: Then this committee is at liberty to make such recom-
mendations as it sees fit?

Miss LAMARSH: Yes.

Hon. Mr. CroLL: That was the impression I received when you originally
spoke.

Miss LAMARSH: Yes.

Hon. Mr. McCuTcHEON: But, this committee does differ from the 1950
committee.

Miss LAMARsH: Of course it does; the 1950 committee did not have any
legislation at all before it. This was just a general review of the whole subject.

Hon. Mr. McCuTcHEON: That is the essential difference.
Mr. AIRKEN: On the same point, Mr. Chairman—

The CHAIRMAN (Mr. Cameron): Mr. Scott is next. Have you a question
on the same subject, Mr. Scott?

Mr. ScorT: Yes. I want to revert to what Mr. Aiken said in respect of
substantial changes. For example, if the committee, in its wisdom, saw fit to
impose limitations on the use to which the investment fund could be put by
the provinces would this, in your judgment, jeopardize participation by the
provinces?

Miss LaMarsH: That is a very difficult question to answer. I would think
that first your recommendations would have to be considered by my colleagues.
It might well then be circulated for comment to all the provincees; then on the
basis of the comments received the government would have to make up its
mind whether or not it was prepared to accept such changes.

We are not trying to prejudge you in any way, and I hope you realize
there is not any intention of freezing or limiting you in your discussions of
the bill and its underlying philosophy any more than any other legislation and,
I do not think any committee member should take the attitude that we are
going to take this piece of legislation and tear it apart in a sense, which is not
the usual attitude of a member of another committee. I think this committee
was formed to look at the legislation, to improve it, I think, generally, and this
is what we hope all members will do.

Mr. ScorT: Then, in your opinion or, at least, the extent to which you
speak for the government, it is wide open for us to discuss this bill?

Miss LAMARsH: Oh, certainly, it is wide open to discuss it.

The CHAIRMAN (Mr. Cameron): Mr. Chatterton has indicated he has a
question.

Mr. CHATTERTON: My question is in respect of a different subject.

Mr. AIKeN: Mr. Chairman, I have a question.

The CHAIRMAN (Mr. Cameron): Is it on the same subject?
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Mr. AIXEN: Yes, Mr. Chairman, I want to make my position clear be-
cause I do not expect that people read our speeches when we speak on second
reading, unless they are particularly interested in the subject. But, on second
reading, I read into the record the return of parliamentary papers, which I
do not have here, setting forth the Prime Minister’s answer to various letters
about the duties of this committee. These were quoted. He said that this commit-
tee would have the fullest liberty to go into the whole plan and change it not
only as to detail but fundamentally as to principle. It is on that basis I voted
second reading and, as I expressed it then, we were dealing with this bill in
the same way as we would deal with a private bill in the House of Commons.

Miss LAMARSH: A private bill?

Mr. A1keN: Yes, that we would follow the same procedure, pass it in
principle because we had agreed to the principle of a pension plan, but that
fundamentally the committee can consider it. Now, that is the basis on which
I voted second reading; it was on the letters that the Prime Minister wrote
to a large number of persons detailing the duties of this committee as he saw
them, and I was not concerned too much at the time about the principle. But, I
feel we are being narrowed down to the point where the committee has
nothing to do effectively because we cannot change anything except detail.

Mr. GrAaY: On a point of order, Mr. Chairman—
Mr. AIKEN: Go ahead and put your point of order.

Mr. Gray: I did not intend to interrupt your remarks, Mr. Aiken. How-
ever, I think it would be helpful if the clerk read the order of reference in
order that we can ascertain if it is any different from the usual orders of ref-
erence to committees in respect of any other legislation.

The CHAIRMAN (Mr. Cameron): If that is the wish of the committee I will
ask the clerk to read the order of reference.

The CLERK OF THE CoMMITTEE: It reads as follows:

Resolved: That a joint committee of the Senate and House of Com-
mons be appointed to consider Bill C-136, to establish a comprehensive
program of old age pensions and supplementary benefits in Canada pay-
able to and in respect of contributors;

That twenty-four members of the House of Commons, to be desig-
nated by the house at a later date, be members of the joint committee,
and that standing order 67 (1) of the House of Commons be suspended in
relation thereto: That the said committee have power to call for per-
sons, papers and records and examine witnesses; and to report from
time to time and to print such papers and evidence from day to day
as may be ordered by the committee and that standing order 66
be suspended in relation thereto.

The CHAIRMAN (Mr. Cameron): Thank you.
Mr. Gray: I would like to conclude now.
The CHAIRMAN (Mr. Cameron): Is it on the point of order?

Mr. GrAY: Yes, and you may stop me if you think I am getting away
from it. It would seem to me the order of reference is the same as that of
any committee called upon to consider a piece of legislation, and that we
have full powers in that respect. I think any witness or anyone else is entitled
to express his opinion, as we have our duty to do under the powers given
to us.

The CHAIRMAN (Mr. Cameron): I think the minister has made it clear
in her answers that this committee is untrammeled in anything it cares to

57\
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do. Mr. Aiken has made his position clear and what his views are, as well
as the reason he voted for the bill on second reading. I would like to close
that part of the discussion.

I think Mr. Knowles is the next one I have on the list, and I believe he
is opening a new subject matter.

Mr. KNowLES: I would like to open one or two new subjects but before
doing so perhaps I might be permitted to say that I do not think at this point
we should decide we are either a committee that is going to tear the bill
apart or that we are a rubber stamp; let us do our job the way all committees
do and let it be decided at the end what kind of a committee we were.

There is one brief correction I would like to make in respect of something
the minister said on one occasion when she used my name. I think when I
referred in the House of Commons to the fact that in a certain respect the
bill was a one way street I was not talking so much about the avenues of
consultation between the federal government and the provincial governments;
I was referring rather to the fact there seemed to be provisions for opting
out at any time but so far as I can ascertain no provision for a province
which is out to opt in. However, I think we can deal with that when we
come to it.

The other two subjects I wanted to refer to—and I will be very brief—
are these. Both come under the heading of the proposed amendments to the
Old Age Security Act which are contained in the latter part of Bill No. C-136.
First, with respect to the one year’s residence clause required before a person
could apply for old age security, I welcome that part of her attitude in
which she said she would be glad to hear from the committee in respect
of whether we thought there should be any change in that provision. I hope,
as a result of our discussions, we might have something practical and concrete
to suggest.

The other subject has to do with the cost of the living bonus provision
that is being written by this bill both into the Canada pension plan proper
and into the Old Age Security Act. I gather that the minister, in effect, was
asking me if I was opposed to increasing pensions in accordance with the
increase in the cost of living. The answer to that is no, but I am opposed to
that being regarded as the only basis for adjusting pensions. In the main I
think there are two factors that call for increases in pensions; one is the
increase in the cost of living, and the other is the increase in productivity
which is reflected at least in an earnings index. I welcome the fact that the
earnings index provisions have been put into the calculation of a Canada
pension plan benefit, but I am sorry, in respect of the Canada pension plan,
once it has been put in pay and with regard to old age security in pay, that
there is no provision for any increase other than the increase related to the
cost of living index.

I thought the minister was quite fair in her description of this when she
pointed out that what the government proposal does is to preserve the
purchasing power of the dollar as at a certain point, but that it does not
increase the purchasing power of the individual as such.

It is my view that the revolutionary thinking that is taking place with)
regard to pensions in the last decade is to include the concept that people on |
pensions deserve not only to have the purchasing power that they were given |
protected, but deserve to share in the improved conditions that develop even |-
after people retire. It is that principle that I would hope we might yet persuade |
this committee and persuade the house and the government to accept for writing |
into this bill. ;

I gathered that the minister was reading from a text, but I also gathered
that she enjoyed putting in one or two asides that were not there, especially
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the reference to six bits. She drew attention to the fact that people on old age
security stood to get, under this bill, a 75 cents a month increase, but she did
not point out that under the combination of the old age security and the
Canada pension plan this amount of increase could be more. Of course, that
is true for people on both, but in respect of people now on old age security
or now 70 years of age or more, there is no opportunity for getting the com-
bined increase.

I share the views of those who would like old age pension increases removed
from politicking, but it seems to me that you do not do it if all you make
automatic is increases according to the cost of living index. You might achieve
the desire of getting it away from politicking if you made old age security
and Canada pension plan increases automatic on the basis of both factors, namely
the cost of living index and the earnings index, or some other index which meas-
ures the increased productivity.

I would be glad to develop these things later.

Hon. Mr. CroLL: Mr. Chairman, I do not know what the rules are, but
when do I get my opportunity to make a speech?

The CHAIRMAN (Mr. Cameron): Probably I was lenient, but Mr. Knowles
was explaining certain statements and interpretations put on them, and I think
he now has cleared the air very nicely in respect of this.

Mr. MunRro: Mr. Chairman, would the minister tell us, as a result of a
series of meetings which were held between the federal government and the
provincial government, which were referred to earlier, were the viewpoints of
any other provinces taken into consideration and reflected in Bill No. C-136,
other than Quebec?

Miss LAMARSH: Oh, yes. In bringing the two bills together, very great re-
gard was had for the comments of the other provinces, particularly at the
Quebec city meeting when the Quebec pension report was revealed to all the
premiers. If I may use one example, the province of Saskatchewan was quite
anxious, as was the Federation of Agriculture, that the plan be extended on a
wider basis and that the voluntary feature be removed.

Some considerable favourable comments also came from the premiers of the
Atlantic provinces, in particular, who were afraid that without an involuntary
feature in the case of those who are self employed, a great many of their people
might not be able to take advantage of the benefit.

These things were taken into consideration. We considered at some length
the major parts of the plan, the period in which the plan comes into full
maturity, the contribution rate, the level of benefit, the inclusion of survivors’
benefits, and all these things which appeared to have the approval of the
provinces when discussed.

When you come to a clause by clause discussion of the bill, there are one
or two clauses in respect of which your questions and your discussions may
make it apparent that a particular section was inserted obviously at the re-
quest of a province, and therefore with the approval of one or more provinces.

My impression was that the premiers took a lively interest in the develop-
ment of the plan from the beginning and commented on a number of features.
To the best of our ability we have adopted features which the greatest number
of them found favourable the greatest number of times.

We have endeavoured to do everything possible to produce the best bill
which will satisfy the people who have responsibilities in this field of jurisdiction.

Mr. MuNRro: I have one other question. This is based on what Mr. Knowles
was saying. Am I correct, Miss LaMarsh, that this particular bill does not pre-

clude at any future time any government of the day altering the flat rate pen-
sion payable under the old age security?
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Miss LLAMARsH: Yes. There is no amendment, of course, under the old age
security portion reflecting the flat rate payment.

There is one other comment I would like to make in respect of Mr. Knowles’
remarks. I have not discussed this yet with my officials, because I have not had
the opportunity, but I was somewhat struck, in his discussion in the house, by
the comment that there appeared to be a way to opt out but not a way to opt in.
It seems that this point is well taken. A provision very usefully might be put
in, or it might be—although I do not expect at this time that you might have ten
provinces to start with—that this could be sort of a useless appendage like the
provision to lower pensions as the cost of living index goes down, and that it is
not necessary to have it in.

Mr. KNOWLES: A province may opt out and then, having reassessed the
situation, later might decide to come in.

Miss LaAMAaRrsH: I think it is a good suggestion and this may be a matter for
consideration by the members of the committee when they have the draft bill
before them.

Mr. CHATTERTON: Mr. Chairman, the minister made a general statement
with regard to the proposed amendments to the act. When we come to clause 6
we will have to decide whether or not a civil servant should be included, and
before we make that decision I think we should have the details of the pro-
posed amendments to the Superannuation Act and the effect of such changes on
the superannuation fund. Would the minister undertake to have such information
available?

Miss LAMARsH: Mr. Clark, the official of the Department of Finance, is in
this room now, and I wish you well with him; I have heard him explain this
now about six times, and I have not got it yet.

Mr. CHATTERTON: I think at least we should have the draft bill in respect of
the superannuation plan so that the civil servants and we will have this
knowledge.

Miss LAMARsH: You will not have a draft bill, but the proposal the govern-
ment has is one which will require no greater contribution from the civil servants
than at present and we will give them a slightly better benefit than they have.

Mr. CHATTERTON: I asked whether we could have a report at least on the
effect of the proposed amendment in respect of the superannuation fund?

Mr. Francis: Surely we are restricted to this bill.

Mr. CHATTERTON: Before we are in a position to make an intelligent decision,
we should know what will be the effect of the amendments to the Superannua-
tion Act.

Mr. Francis: This will be before parliament. Our terms of reference do
not include an investigation of the Superannuation Act.

Mr. Munro: I believe Mr. Chatterton was present yesterday when the
deputy minister named all the officials who would appear before this committee
to go into the whole question of integration, not only generally, but with
reference to civil servants in particular. I believe he indicated that almost im-
mediately after the clause by clause study we would be going into all the in-
formation required of a specific nature; in other words, that would be the
appropriate time to take this up.

Mr. CHATTERTON: I think it is up to the minister to indicate that she at
least would ask the Minister of Finance whether he could make this information
available to us and also ask the same minister to have his officials here before
this committee to make available this economic report which Mr. Willard men-
tioned last night.
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Miss LaMarsH: It was my understanding that your steering committee
would determine the course you would follow.

The CHAIRMAN (Mr. Cameron): I think, while your point is very well
founded, it is a little early in the deliberations of this committee to be con-
sidering it. Senator Croll, I believe you are next.

Hon. Mr. CroLL: No, please go ahead.

Mr. Francis: Surely we can discuss the principle of integration. But
surely there is a limit about how far we can go with details concerning amend-
ments to the Civil Service Act which will have to be adopted by parliament. I
think the discussion before this committee should be in terms of the principles
of the existing private plans.

Mr. Aken: Mr. Chatterton has said that because this is a government
plan, people would be watching very closely what the federal government
does with the superannuation plan.

Miss LaMarsH: It should be appreciated that the government must meet
representatives of the organizations in the civil service who must approve of
it. These are the contracting parties, just as we would anticipate that any
other employer would do this, and would have to accept the government’s
proposal before legislation was submitted to parliament.

Hon. Mr. CroLL: I think we are talking about integrating other plans into
the Canada pension plan rather than integrating the Canada pension plan into
other plans.

The CHAIRMAN (Mr. Cameron): That is why I suggested to Mr. Chatter-
ton that he was probably previous with this type of questioning.

(Translation)

Mr. PErrON: Considering that a while ago it was given to understand
that consultations, with a wide enough arrangement between the federal au-
thority and especially with the Quebec authority which seems to want exclusion
from the said plan, it was also defined that subsequently there had been con-
sultations with the other provinces. Since witnesses will be called, will it be
possible to have officials of the Quebec government as witnesses, who may define
here Quebec’s philosophy with regard to this pension plan?

(Text)

The CHAIRMAN (Mr. Cameron): I do not think we should ask this type
of question of the minister. I think it is something which the committee itself
should decide upon, that is, we are going to call, or whether we want to
call provincial officials or not. That is something we should decide. I do not
think the minister would be prepared to answer that type of question.

Mr. CHATTERTON: Such a decision would have to come from the federal
government.

Miss LAMARSH: Quebec is not a foreign state. We have direct mail between
Ottawa and Quebec city.

Mr. CHATTERTON: Should not the request come from the provincial govern-
ment to the federal government?

The CHAIRMAN (Mr. Cameron): We have not got to that bridge yet, so
let us not cross it until we come to it.

Miss LAMARsH: It is up to the committee, if you want to invite them. As
part of the government I certainly could not require Quebec officials to come,
nor could the Prime Minister of Canada. Only the premier of Quebec could do
that. He is the only person who could do it.

Mr. CHATTERTON: It would require the government of Canada to invite
them.
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Miss LaAMARrsH: It would not be my impression that we have to do so.

Hon. Mr. CROLL: The Chairman of the committee has the right to invite
them, and we have done so upon occasion.

The CHAIRMAN (Mr. Cameron): That is the same answer I would give
to you. If the committee decides that we should call some official, or someone
from a provincial government, then the committee would do so. The procedure
of doing it however would be a matter for consideration.

(Translation)
Mr. PrrroN: Does the committee intend to call representatives of the
Quebec provincial authorities as witnesses?

(Text)

The CHAIRMAN (Mr. Cameron): Well, I do not think that is a question
which should be answered at the present time. We have not reached that
stage. There has been no suggestion along that line. We are still in the
preliminary stage of studying this piece of legislation, and if it becomes obvious
to the committee that such a witness would be of value, then that is the time
the matter should be decided. I do not think you can decide these matters in
advance, whether you are to do or not to do something. I suggest we reserve
it until a later date.

(Translation)

Mr. PERRON: Mr. Chairman, since it has been pointed out, and on many
occasions that this bill which is before us has been for quite some time the
outcome of consultations between the provinces and the federal government
regarding this pension plan, I think that we could enlighten many others
who are wondering about it. What does Quebec think in such circumstances
or in the face of such a fact? It automatically and voluntarily excludes itself
from that pension plan at the present time, while participating in it in a
general way, leaving to the federal authority the task of making agreements
with other countries with regard to the possibility for a former Canadian con-
tributor to benefit by it if he comes to live in another country. And that very
section being left entirely to the federal authority—

(Text)

The CHAIRMAN (Mr. Cameron): Well, it is a very interesting subject
matter you are bringing up, but I do not think the time has come to talk
about things of that nature. We are going to proceed to have a meeting of
the steering committee, and then have a clause by clause study of the bill.
Things will come out, and decisions will have to be made as we go along.
I am not one to make decisions in advance, or to prophesy what we will do
or not do under certain circumstances. I suggest that when we come to that
bridge, then we will cross it. Whether or not as a matter of procedure we
should be thinking of calling these officials, I suggest, is a matter which
should remain in abeyance until the necessity arises when we must deal with
it.

Miss LAMARsH: May I suggest that the committee is here to deal with a
piece of federal legislation, the Canada pension plan, and not to deal with
provincial legislation, or with the Quebec legislation.

All the officials of whom I suggest you are thinking, have their federal
counterparts, all of whom are sitting behind you at the moment. I hope I
shall be forgiven a measure of pride on behalf of the federal government in
saying that I think you will find them to be every bit as knowledgeable as
anyone else you might call from the province of Quebec.

Hon. Mr. McCuTtcHEON: I want to ask the minister one general question.
When she introduced the first edition of the Canada pension plan in 1963,
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as you will recall, that is, thg pay as you go plan; the minister spoke very

eloquently of the advantages of that plan. She told us however of _the great
dangers arising from creating a very large fund, and some people I think

were very impressed by that part of her presentation, and there may have

been some other recommendations. Might I ask if the minister would tell us
what influenced her to depart-frem-that-principle. T

Mr. COTE (Longueuil): I do not think we are discussing Bill No. C-75
now, but rather Bill No. C-136.

The CHAIRMAN (Mr. Cameron): Well, it may be a borderline question, but
I think the minister probably would be prepared to answer it, and I would
not be prepared to rule it as an improper question at this stage. It is a matter
of asking a direct question as to why you changed your opinion.

Hon. Mr. McCuTtcHEON: I do not think the minister would rely on that
answer.

Miss LaAMARsH: I do not think I could get away with it. Personally I say
that most of the plans in the world are pay as you go plans. That was the
government’s original intention, but it was criticized by some individuals who,
oddly enough, in the last year, came to change their thinking, and to go along
with the plan, who would not have been so prepared a year or so ago. But
the influence was, of course, the discussion among the premiers concerning
this type of plan. The premiers had the benefit of their own economic and
financial specialists for advice. Their reaction to the proposed Quebec plan
was that of providing a greater degree of financing. It will be recalled that in
Bill No. C-75 it was proposed that the resultant large reserves would be
offered on a proportional basis to the provinces. The Quebec view was always
very candid about the fact that it was moved by two considerations. The first
was to provide protection to its citizens by a pension plan, and the second was
to provide a fund for the development of its province.

Hon. Mr. McCuTcHEON: Is that the order of priority?

Miss LaMarsH: I cannot ascribe an order of priority to the province of
Quebec, but both items were important considerations.

The more they talked about it the more the provinces became interested in
the same kind of provision for their people, or so it appeared to us.

I think the Senator, at least in his former line of endeavour if not in his
present, must have had many occasions when compromise required rather

| considerable changes on the one hand in order to get considerable changes on
| the other.

When the members of the committee have become more familiar with the

' changes as between this legislation and Bill No. C-75, relatively minor though

they may be, they will find these changes are of two types, one being the things
which we gave away, in a sense, for things which were given away to us.
I think it is fair to say that the government does not believe in a fully funded
plan or anything approaching it, and the alarm which I indicated at that time
I still hold with respect to accumulation of very large reserves.

I think the Senator is aware, and most people are, that only one country
in the western world has a scheme approximating that, and that is Sweden.

. They do not have many years experience; it is about three or four years.

Hon. Mr. McCutcHEON: They are starting to express some concern about it.

Miss LAMARSH: The Senator and the committee may know that they are
not just starting to express concern. That legislation caused the defeat of one
government and it was only passed with one vote after an election. It has been

|a matter of concern throughout to the people of Sweden. That is a fully funded
iplan, a far cry from Bill No. C-136.
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As I have been careful to indicate, it is almost impossible to say what is
a substantial reserve and what is partial funded; it depends whether you
are an optimist or a pessimist. This particular amount of money which is
being built up is not on the face of it anything like fully funding when
it would run out in less than 30 years.

Mr. MunNro: May I ask a supplementary question?

The CHAIRMAN (Mr. Cameron): It is six o’clock, gentlemen. What is the
wish of the committee?

Miss LAMARSH: May I add one further thing?
The CHAIRMAN (Mr. Cameron): Yes.

Miss LaMARrsH: I think the Senator will appreciate that every plan can
become, and probably will when it is fully matured, a pay-as-you-go plan; in
other words, the payments out are equivalent to the payments in. It is quite
clear that some time before 30 years have elapsed the government of the day
will have to decide—that is, not only the federal government but the provincial
governments—whether they wish to convert to a fully pay-as-you-go plan
or whether they wish to continue on the same basis as this. That is what will
affect any increase in contribution rate.

The CHAIRMAN (Mr. Cameron): Mr. Munro has a supplementary question.

Hon. Mr. CroLL: On a few occasions here today you have said that the
money that will be accumulated will be returned to the provinces on a pro
rata basis. Do you mean entirely?

Miss LAMARSH: No, sir. There is a three month reserve which is held
for payments and administration costs. Not every dollar that comes from the
province of Newfoundland goes back to the province of Newfoundland exactly,
but that is roughly the case.

Hon. Mr. McCutcHEON: I would like to discuss that particular aspect of
the bill, Mr. Chairman, but not tonight.

The CHAIRMAN (Mr. Cameron): It is six o’clock. If the committee is willing
to carry on and if Miss LaMarsh is willing to carry on, then they may do so;
it is up to the committee.

Perhaps Miss LaMarsh can come back tomorrow morning.

I have recognized Mr. Munro.

Mr. GrAY: If the minister is willing to come back there will be further
questions.

Miss LaAMARsH: I will be happy to do so.

The CHAIRMAN (Mr. Cameron): Do you wish to ask your supplementary
question, Mr. Munro?

Mr. MUuNRO: If the Minister is coming back I need not do so now.

The CHAIRMAN (Mr. Cameron): We have arranged to meet tomorrow
morning at ten o’clock in room 256 in the centre block. I understand there
is no translation service there. I would be glad to know what is the opinion of
the committee having regard to that fact. .

Mr. Guitard, can you assure us of a French reporter or someone who can
translate from English into French and from French into English?

I understand from the clerk that we can have an interpreter who will
interpret from English into French for the benefit of those who want such
an interpretation, and who can similarly interpret from French into English
for those who require the English interpretation. Is that satisfactory? Is
that satisfactory to you, Mr. Perron?
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(Translation)

Mr. PERRON: For my part, if there is no possibility of having simultaneous
translation, I would certainly accept interpretation by the official reporter who
will come and translate from English to French and vice-versa, but I would
very much like to understand completely the discussions concerning this
pension plan.

(Text)

The CHAIRMAN (Mr. Cameron): That is right. That is the understanding.
The understanding is that the interpreter can translate into either language
with equal facility.

Is it agreed that the committee will meet tomorrow in room 256S in the
centre block?

Agreed.

The committee will adjourn until tomorrow morning at ten o’clock. Thank
you very much, gentlemen.
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THURSDAY, November 26, 1964.

The CHAIRMAN (Mr. Cameron): Gentlemen, I see a quorum.

It has been brought to my attention by some members of the Committee
that they would like if possible to be in the House of Commons this afternoon
and this evening and would find their dutties sitting on this committee con-
flicting with that desire. I have also had representations by some members of
the committee that, while they approve of our sitting on Mondays, they had
already made commitments not knowing of that suggestion and they have
wondered if we could commence our next week’s sittings on Tuesday instead
of Monday. It strikes me that that is reasonable.

As you know, the facilities in this room are not of the best and I am going
to suggest—and I hope it will meet with your approval—that we continue with
the meeting this morning and that we cancel the meeting scheduled for this
afternoon and the meeting scheduled for Monday and that we then continue
on Tuesday. If we have lost any undue amount of time or retarded our progress
unduly by reason of that arrangement we can probably make it up in the suc-
ceeding weeks.

If someone is prepared to make a motion to cancel this afternoon’s meet-
ing and to commence next week’s meetings on Tuesday instead of Monday I
will be very glad to consider it.

Mr. FraNncis: Tuesday morning?
The CHAIRMAN (Mr. Cameron): Tuesday morning, yes. I hope we will have

better facilities at that time. I have decided that we must insist on having a
committee room in which we have all the facilities that we require.

Mr. GunpLOCK: I move that this afternoon’s meeting be cancelled and that
Monday’s meeting be transferred to Tuesday.

Hon. Mr. LANG: I second the motion.

The CHAIRMAN (Mr. Cameron): It has been moved by Mr. Gundlock and
seconded by Mr. Lang that the meeting scheduled for this afternoon and the

meeting scheduled for Monday be cancelled. Is there any discussion on that
motion?

Will all those in favour please indicate. Opposed?
Motion agreed to.

When the meeting adjourned last evening Miss LaMarsh had agreed to
come back and answer further questions, and she is here to do so.

I will now vacate the Chair and ask the Co-Chairman to take my place.

The CHAIRMAN (Hon. Mrs. Fergusson): Are there any questions by mem-
bers of the committee?

Mr. CanTELON: I have a simple question I would like to ask.

The minister mentioned the matter of an identiy card. What did she have
in mind?

Hon. Jupy V. LAMARSH (Minister, Department of National Health and
Welfare): As you will appreciate, in any system that is as massive as this
a card is necessary; and it is necessary for it to contain numbers because we
have to use computers, which of course deal with numbers not with names.
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As I explained in my remarks yesterday, the system which is in operation
for unemployment insurance has been expanded to include workers not covered
by that system. I imagine you have a card for that purpose; I have one and
all the members of the house have them.

Mr. CANTELON: No, school teachers do not get them!

Miss LaMARrsH: This is the card that will be used for the pension plan.
We expect that card to be in English and French; and it may well be that on
one side there will be something in connection with the Quebec pension plan
and on the other side something in respect of the Canada pension plan, and it
will depend upon the one to which you belong which side will be filled in.

Mr. GunpLock: Madam Chairman, may I ask for just a short explanation?
I know that the minister has probably not concluded on this, but I wonder if
Miss LaMarsh could give us just a little of her thinking in relation to inte-
grating the civil service into this plan.

Miss LAMARSH: Madam Chairman, I thought I also referred to that yes-

terday. We have an official of the Department of Finance, Mr. Hart Clark, who
has been working on this almost from the beginning. I cannot explain the de-
tail of it; I have asked him to explain it five or six times but I am not too sure
that I can repeat it. He will be available to the committee if you would care to
call him.
: However, I can say in broad terms that the way the two plans are inte-
grated will mean that the individual contributor does not pay more than he
presently pays and that the pension which he receives will be slightly larger
than it is currently under the superannuation.

In addition, I think Mr. Clark will confirm that the contributions made
on behalf of the employer—that is the federal government—will be slightly
less than they now have to make.

Mr. Munro: May I interject here?

At the steering committee yesterday the report read and it was not
specifically set out in the report that—and the steering committee will recall
this—it was decided that after the clause by clause study this whole area of
integration in general and integration of civil service plans would be con-
sidered by this whole committee and that all the officials who had been work-
ing on it would be before the committee for that study. That procedure seemed
to be acceptable.

Mr. CHATTERTON: Will the officials explain also, Madam Chairman, why
the R.C.M.P. and the armed forces pensions were not integrated?

The CHAIRMAN (Hon. Mrs. Fergusson): Will that explanation be given by
the officials?

I understand it will, Mr. Chatterton.

Mr. MonTEITH: I suppose I could ask this of the officials but it does seem to
me to be a matter of policy and therefore I will put it to the minister.

I asked the question earlier, and yesterday Miss LaMarsh I think answered
to the effect that the federal government were the only ones who had power
to enter into agreements with other countries.

Miss LAMARSH: Yes.

Mr. MoNTEITH: My real question is this. If Quebec asks for a reciprocal
agreement with another country must the federal government undertake that?

Miss LAMARSH: There is nothing in the act which would require the federal
government to do so. You will appreciate, Mr. Monteith, that the idea of this
is that the Quebec and Canada pension plans will march together. I would
assume if we entered into an agreement with another country we would enter
into it on behalf of the Quebec pensioners as well.
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You will know from your years in office that there were frequent represen-
tations made from West Germans who had moved to Canada and who, because
of the law of West Germany, were unable to draw pension benefits if they be-
came Canadian citizens. This is a matter the Canadian government has never
been able to resolve with West Germany because our flat rate pension was so
very different from their scheme. If a West German moved to Quebec and
was in the Quebec pension plan and we made an arrangement with West Ger-
many on behalf generally of the Canada pension, we would certainly attempt
to include Quebec pensioners.

Mr. MonTEITH: The Canadian reciprocal agreement would cover both
schemes?

Miss LAMARSH: Yes.
Mr. MonTEITH: Would it cover any province which had its own scheme?
Miss LAMARSH: Yes.

Mr. MoNTEITH: I have one other question in connection with investment |
funds. These are going to be turned over to the provinces as they accumulate |
and so on. What is the estimated amount at the end of 20 years before the dip
may start down?

Miss LAMARSH: The estimate is $6 billion to $8 billion.

Mr. MoNTEITH: This $6 billion to $8 billion will be in the hands of the
provinces, and at that time is it estimated that the rates would have to be
increased to meet the payments or would any of this reserve be called upon that
is then in the hands of the provinces?

Miss LaAMARsH: This would be up to the government of the day. I am not
sure that I understood your question correctly but—

Mr. MoNTEITH: Say for example there is $6 billion to $8 billion in the hands
of the provinces which they have not borrowed on the open market and then
dll of a sudden the reserve starts down. Is it the thought that these reserve
funds would be called upon or that an increase in rates would take care of the
I extra outlay at that time?

Miss LAMARSH: This will depend I should think, Mr. Monteith, on those who
are in government and have the responsibility at that time. It is up to them to
decide at that time whether or not one continues on a partly funded basis or
converts to a pay-as-you-go plan.

Mr. MoNTEITH: Can you visualize a position in which the provinces would
be rather on the spot if, for argument’s sake, you needed a couple of billion
dollars over a couple of years and, rather than increasing the rates, you had
to call upon the provinces for a return of those funds?

Miss LaMARsH: I do not think so.

Mr. MonNTEITH: And they would then have to go to the open market, would
they not, to replace them? If not, why not?

Miss LAMARsH: The bill which is before you calls for actuarial reports
at stated intervals. Those reports will be available to all provinces as well
as the federal government and you will be able to watch what is happening
to a fund. We do not anticipate any possibility of sudden change, a change which
is not obvious for years in advance to all governments.

As you know, even if there is an amendment produced or brought into the
house by any individual, this lays upon the chief actuary the responsibility of
preparing an actuarial report so that you will know the projected effect. When
I said “any individual” I certainly did not mean anyone who is not of the
government.
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Mr. CHATTERTON: The loans to the provinces would be callable in two
years, say?

Miss LaMarsH: They are not loans in that sense; they are purchased
securities.

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Scott?

Mr. Scort: I want to deal with integration so I think I will leave my
questions for the time being.

Mr. AIReN: Madam Chairman, I wonder if the committee might permit me
just to precede my question with a very short background.

I know that everyone came on to this committee with a great sense of
opportunity to do a public service and I think we want to proceed without a
sense of partisanship to produce the best pension bill we can.

A question was raised yesterday—and very seriously—about how badly
tied the federal government and this committee have become because of recipro-
cal arrangements with the province of Quebec. I say it is useless to have a
broad range of inquiry without having a broad range of recommendation or
amendment.

I wonder whether, having had some time to think about it overnight, the
minister can tell us just where we stand on this problem of integration and
reciprocal arrangements. If we are merely here to talk about integrating this
plan with other plans and so forth, it seems that we are not doing the job
many of us thought we were here to do. Can the minister tell us now frankly
how far we can go without disturbing the arrangements that have already
been made?

Miss LAMARsSH: May I say first that if I were to be so bold as to suggest
to any member of the committee what his responsibility was I would say it
was not to deal with integration of plans. I have repeated this in every speech
I have made. This is not within the purview of the government; it is a matter
of contractual obligation. Therefore, it is the parties to the contract who will
have to make any change. {

As I also tried to make clear yesterday to the committee, the committee
is the same as every committee constructed of two houses of parliament
or one house of parliament; you are asked to prepare a report on a piece of
legislation before you. That report, of course, will come back into the house and
the government will have to take its position then on the basis of the report
the committee makes. Whether there are any amendments which the govern-
ment is prepared to support is a decision which will have to be taken at that
time. I do not suggest to the committee that this legislation in its function is
in any way different from any other before a committee.

Mr. AixEN: The latter statement, Madam Chairman, is what I differed
with yesterday. The terms of reference were read. However, I also mentioned
the very broad statements—and I have them with me this morning—the Prime
Minister made with regard to the duties of this committee. It rather struck me
yesterday when I raised this question that some of the members said, “Well,
read the terms of reference.” In other words, they were saying do not pay any
attention to what the Prime Minister said, we are here to do what the order of
reference says.

Mr. Munro: On a point of order, Madam Chairman, as I recall there were
a lot of questions on this matter. Mr. Aiken pursued the same tactics in yester-
day’s committee at some length with the minister and then Mr. Knowles and
others commented, and the Chairman at that time said there had been sufficient
discussion on this matter. We then moved on to other areas.

Am I to take it that by opening up this again we are now going to have a
lengthy discussion on whether the committee can make changes?
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Mr. CHATTERTON: I think this is the most fundamental question that this
committee has faced, Madam Chairman.

The minister stated that this committee is the same as any other committee.
I do not think it is. The committee may be circumscribed not only by the
federal government but by any circumstances that may exist in the province of
Quebec. There are organizations that may want to submit briefs. We want to
know how far we can go. Yesterday they said they accepted the principle. The
principle is simple, but some of the fundamental details are not.

The CHAIRMAN (Hon. Mrs. Fergusson): I cannot see, Mr. Chatterton, that
there is any difference today in what you are bringing up from what was brought
up yesterday. I think the minister answered the questions yesterday in a way
that should have satisfied the committee. I do not think this matter should be
pursued further.

Mr. AREN: It will be pursued and we will pursue it from meeting to
meeting, if this is the attitude that is going to be taken. The minister said that
after you have looked at this bill you will find it to be just a dandy bill, if I
understood her corectly. So what are we sitting here doing?

Mr. GRAY: In support of the first question about the non-partisan approach
by Mr. Chatterton and Mr. Aiken—

Mr. AReEN: It was not non-partisan.

Mr. Gray: I think it is clear that our committee has a duty imposed upon
it by the House of Commons and the Senate, pursuant to our order of reference;
and if any member of this committee wishes to move an amendment to the
Canada pension plan as part of the report, or if he wants to make any comments,
improvements, or changes—even criticisms, he has the right and the duty to do
so0. I do not believe any member of this committee—and I include Mr. Chatterton
and Mr. Aiken—if he has any change to recommend, would lack the courage to
do so, and would not just set up a smokescreen. So let us carry out the duties
imposed upon us by the house, that should be our guide. The house and the
government will deal with the report like any other report. That would be the
time to complain about any matters not being taken into account. If any member
has some suggestions to make, let him make them rather than to pretend that he
is being circumscribed by some illusory limitation which does not exist under
the order of reference at all. Then the committee could assess the validity of any
such complaint.

Mr. KNnowLES: I would like to say a word or two on this point. I would say,
as one of the members of the committee, that it seems to me there is a pretty
clear indication given in the answer to Mr. Aiken, and in the program outlined
and recommended by the steering committee, namely, that we recommended
that apart from hearing a preliminary statement from the minister, our first
study would be to go through the bill clause by clause without deciding any-
thing, but being guided by the officers of the various government departments,
so that we may get to know what the bill is all about.

Having done this, and having become informed concerning the bill by
reading it, and by being taken through it, then the next stage should be that
we would hear representations form outside organizations.

Then we would come to the third stage when we would again go through
the bill clause by clause, voting on each clause. And it seems to me that at that
'stage, on the basis of having done all this studying, it is implied that we would
be free to propose amendments. I know that I have some which I intend to
propose. It seems to me that that is the way to find out whether we are a free
-committee, and are able to go ahead and exercise that freedom.

Mr. Francis: I have what Mr. Knowles has said in mind. The question was
raised last night about a reference of the detailed terms of the Public Service
‘Superannuation Act for inspection by this committee. I am thinking about the
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time of the committee and the job that has to be done. If we look at a number of
extraneous tasks, which are extraneous to the main problem before us, then
the work of this committee could go on indefinitely. But our purpose here is to
examine a reference to this house of a piece of legislation, and it is proposed that
we go through it in three stages; first, to look at it clause by clause, then to hear
representations, and examine what is involved; and if I understand the proce-
dure, members of the house are free to propose such amendments as they see fit
at that time. I do not see what is to be gained by further prolonging the debate
at this stage.

Mr. AIKEN: It is all very well to say that we can bring in amendments.
Of course we can. I have sat on committees—not as long as Mr. Knowles has;
but, as you know, when you go into a committee meeting, you may be advised
by the government that whatever you come up with that is reasonable, they
will accept. They may use these words: “You may set up a plan, and you
may do the best you can with this bill, and we will accept it”. This is the
basis on which I have gone into many committees both in this parliament
as well as in others, that the government has given us a job and has said:
“We are giving you the principle, and you may do what you can with it”.

But there are other committees, when you go in you are told that this
is government policy and that you may fool around with it a bit if you like,
but it will come back the same way as it went in or we will not accept it.
It is not a case of technicalities. It is a case of the spirit you are sitting
under.

I have received the impression from what the minister said, and what
was said yesterday, that we do not have an open committee to deal with
these matters and to go ahead with them. It is very simple. The government
should be prepared to say: “We will accept whatever you bring back to us.
You have a free hand”. But the minority does not have any chance whatever
on the committee to enforce its will, if there is no open hearted agreement.
Therefore, I say it is the spirit of the committee and not technicalities which

should count, because the government can vote down every amendment we
make.

Mr. Munro: I have a point of order. Surely, all these questions were
raised yesterday, when the minister indicated quite clearly that any changes
that this committee wanted to make as far as the pension plan was concerned
would be discussed during the third stage. Actually that aspect of it was
determined by the steering committee. And then it would be embodied in
the report of the committee which would go to the government. The minister
indicated that if changes were amenable to the government, they would take
steps to implement them. She said that if it involved discussion with the
provinces then there would be discussion with the provinces. Moreover, the
minister has said again this morning that this committee is not bound. That
has been her statement twice.

Mr. AIKEN: No, she did not say that. She said only that we were free to
make amendments. ;

Mr. Munro: If the suggestion is that changes were made in order to
conform to the wishes of Quebec, then there is a false impression being left.
The minister said that changes had been made in response to various proposals
which came from other provinces. But these impressions are false, and I
would not like them to stand on the record without rebuttal. Yesterday the
Chairman made a ruling that we should proceed in three stages, and no one
objected at that time, and we did proceed indeed with the first stage. I think
we should now have a ruling from the Chair on whether or not the Chairman’s
ruling of yesterday is to be set aside, and if we can open up this whole thing
again.

q
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Mr. AIKEN: If you want to run this committee on technical points, then
go right ahead, but you will get nowhere. That is the point I am trying to
make. If you are going to tie us down, you may use your majority power.

Mr. KNowLESs: Is it proper for a member of this committee to threaten
us by saying that if we do such and such a thing we are going to get nowhere?

Mr. AREN: I would like to say on Mr. Knowle’s account that what he
has said about getting ahead with this plan does not help anything, whether
it is any good or not.

The CHAIRMAN (Hon. Mrs. Fergusson): We have appointed a steering
committee, and they have made a plan. We are trying to carry out that plan.
I think Mr. Knowles has outlined it very well indeed. But if you have no
intention to pay attention to what the steering committee is going to do, then
there is little use in our having one. I do not think this matter should be
pursued any further. Of course, if the minister wishes to say something,
then very well. But if not, perhaps we might now move on to another matter.

Mr. AIREN: I was expecting your ruling. Surely it is not the basis on
which witnesses come before us, that they may answer or not as they see fit.

The CHAIRMAN (Hon. Mrs. Fergusson): But she has already answered it.
I feel that this was adequately answered by the minister yesterday.

Mr. AIREN: But would she be good enough to answer it this morning?

Miss LaMaRrsH: If I may, I shall do so. I do not want any member of the
committee to feel that there is anything I would not answer. It is true that I
did not any anything while the point of order was being discussed, because it
was not my place as a witness to do so. But Mr. Aiken said that he received
an impression. I do not understand how he received it. I thought I made it
clear last night, as I have done today, that this committtee is no different from
any committee on which I have sat as a member. It is completely within the
power of any individual member.

This is quite separate from one other thing which to Mr. Aiken may be
confusing, namely, that the pension plan is not just like any other piece of
legislation. It differs in that it is dovetailed, and is almost like a mosaic. I
think if any member of the committee wants to bring in amendments, he will
have to realize that when you pull out one piece of the bill and replace it
with another, it may change the whole shape. But this has absolutely nothing
to do with the government’s position, or in putting any directives on the com-
mittee. I am sorry that Mr. Aiken feels the way he does. I am sure that if I
were in his place and felt as he does, I would ask my leader to replace me on
the committee.

Mr. AIKEN: Let me say that I will not be replaced, and that I intend to
stay here.

Miss LAMARSH: I am not suggesting that Mr. Aiken should be replaced.
But I cannot understand how any such impression could be gained from what
I said yesterday or today. Any amendment contained in the committee report,
be it a majority report, a minority report, or the report of the whole, will be
given the most careful consideration. It may have to be discussed with the
provinces, and if so, it would most certainly be so discussed, and with my
colleagues. But this would be no different from any other bill placed before
any committee.

Mr. AIKEN: I shall not pursue it any further at the moment. I do hope
that I have made my point.

The CHAIRMAN (Hon. Mrs. Fergusson): I would like to make one remark.
Mr. Aiken said that the witnesses are not being given an opportunity to answer;
that is, that they are not free to answer. When I said that the minister would
answer if she saw fit, the reason I said it was that I thought the minister had
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made an adequate answer to it before. I did not see why she should be called
upon this morning to answer the same thing again. I did not mean that the
witness might just answer if she felt like it.

Mr. MONTEITH: I am not sure whether the minister mentioned this in her
various remarks before the house, but I wondered if there was any thought
given to phasing out disability allowances, old age assistance, and so on.

Miss LaMagrsH: Well, Madam Chairman, the question raised by Mr.
Monteith really goes beyond the scope of the Canada pension plan. What I
think he was referring to are some other features which I mentioned, such as
the welfare provisions. I think it should be quite clear that with the introduc-
tion of disability pensions into the Canada pension plan there would be an
impact on the number of people who would otherwise, in the absence of the
Canada pension plan, be dependant on a shared cost disability program. We
do not know exactly what that impact would be. Obviously it would depend
upon when a man or a woman has to declare whether he follows the Canada
pension plan or an individual program. As to the matter of phasing out, there
is no intention on behalf of the government to repeal its participation in
shared programs as a result of the Canada pension plan. I think unless the
suggestion is mistaken, it arises really under your Canada pension plan, and
your three other pronouncements of the government to converting to a wider,
more generous, and less restricted social assistance program on the welfare
side, which uses a means test basis, and not a type of disability pension. But
these programs are not intended for the Canada pension plan. They are
unrelated.

Mr. MonTEITH: There is no doubt so far as the actual impact on these
other programs as a result of the Canada pension plan is concerned.

Miss LAMARsH: No.

The CHAIRMAN (Hon. Mrs. Fergusson): Are there any other questions?

Mr. CANTELON: Yesterday I was left with a very distinet impression by
the minister’s comment that the government was prepared to adopt a very
flexible attitude towards integration of private pension plans with the Canada
pension plan, and she mentioned three ways in which they could be integrated.
I am very much concerned, particularly with the integration of private pen-
sion plans which start with pensions at the age of 60. I suppose this flexibility
would extend to the integration of such a plan as well as of those which start
at the age of 65.

Miss LaMarsH: I find this is one area in which there is less public under-
standing than in any other. The federal government does not have anything
to do with the integration of private plans. Our only interest in private plans
is when we would be acting in the role of an employer; that is, when dealing
with the federal civil service. But under the Canada pension plan we are not
obliged to integrate any private pension plan. We do not want to have any-
thing to do with them. We will not be giving guidance in the sense that we
will instruct or suggest to the private employer, or to a group of employees
what they should do.

We have with us Mr. Clark from whom you will be hearing on this mat-
ter. We have also made available to some provincial groups information on
what the federal government is going to do. It is vital when you are talking
about a pension plan, to see how to integrate it with the Canada pension plan.
But the responsibility for this is usually initiated by private employers who
often hire an actuary, or who deal with a life insurance company which is
underwriting their plans.

We have suggested three ways in which the individual pension plan may
be associated with the Canada pension plan. In my remarks yesterday I spoke
of one possibility which is going to make the plan somewhat richer, and at an
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earlier age, and thinner at an older age, when the Canada pension plan comes
into effect. Therefore, you will have a complete outlook. I am sure this is
familiar to members of the committee. I know that concerning my own insur-
ance retirement portfolio, my agent discussed it with me, and stressed that in
the last few years, this should be taken into account. As to the rate of the old
age pension, when you retire at 60, or 65—they advise you to take more of
your retirement benefits at that time than at the age of 70. But it is not a part
of the federal government’s responsibility to deal with private pension plans.

I noticed in the press and from what I hear from interested sources, such
as actuaries who are most interested in this, I am informed that at their meet-
ings in the last few months in particular, they have been discussing different
forms of integration. I know a number of major employers have liaison with
actuaries to study particular plans with a view to integration. It would be
only in the rarest case I think, or in a very small number of cases, that there
would be any association with present plans, and this would only be when
it was of little benefit to the individuals concerned.

Mr. CHATTERTON: I wonder if the minister would care to comment briefly
on the armed forces and on the R.C.M.P. who are going to be excluded. The
mﬁrhas—thepowerunder ‘the act to exclude them. But no other private
group is in the position of opting out. There may be others; I am not sure. I
have not looked into it yet. There may be other groups such as pilots who
usually retire at an early age, or athletes, who would have no opportunity to
opt out. But I am thinking of the R.C.M.P. and the armed forces.

Miss LAMARsSH: May I suggest that opt out is a misnomer; there is no
option at all given to the members of the armed forces or the R.C.M.P. They
are out.

Mr. CHATTERTON: But the government has taken the option.

Miss LAMARSH: They are not in. There is no option for these people. The
reason is the military requires retirement sometimes at the age of 42. My
experience has been—and this is the common experience of those who have
made this suggestion—that most of the people who leave the armed forces go
to work elsewhere. You will appreciate that a man at age 42 who goes out and
goes to work will have 20 years in the work force during which he may con-
tribute to the Canada pension plan and his pension would be in addition to the
military pension; so also in respect of the R.C.M.P. These are the two large
groups, in respect of which the federal government is the employer, which
are out.

Individual states deal with this, some in this way and others in different
ways; others have a separate pension plan for people of this kind. It is quite
true that pilots, for instance, are not in anywhere near the same position; they
are not employees of the federal government in toto; they too, I would sug-
gest, likely will go to work and will be contributors. Athletes, certainly, as
will pilots, will be contributors all through their working life, whether as
athletes, or as pilots, or in some other line of work. An athlete may retire from
one endeavour at age 34—1I suppose it depends whether he is a judo artist or
a hockey player—but almost invariably he will be working again in a year
or two in some other line as a self-employed person.

Mr. ScoTT: You have raised a matter of policy about which I would like
to raise a point. You seem to suggest that the federal government feels it
has no responsibility in the general area of integration. It seems to me, how-
ever, that in effect you are forcing integration because of the mandatory pro-
visions of the act which bring all the employees under its jurisdiction. Since in
most cases it will not be economically feasible for working people to continue

their entire private pension plan, and in addition assume responsibility under
21648—4
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the Canada pension plan, by that action you are forcing integration upon
these people.

Does the goverment not feel it should assume a great responsibility and
perhaps give a little leadership in the matter of integration.

Miss LaAMARsH: The question is an interesting one, but it is not a matter

of whether we feel the responsibility; it is a matter of jurisdiction. The federal

} government- :rust—earmet—operate—ln—thIS—parilclﬂaLﬁEId._' 2
I concede that by  enacting-a-na ributory pension plan, whlch is
| apphcable to rggsL _Qﬁ_ihaJabear—fei«eer,man;L_omeuggs;Qn wve
) “to be “adj ljusted-er—ehanged—integrated. We are attempting to show the three

: Wways in which pensions may be adjusted, in an effort to indicate what can
be done. The way in which we can give leadership is in our approach to our
own employees. This is the reason we have spent so much time and study on it,
and it is the reason Mr. Clark will be before you subsequently. We hope this
will indicate what we would like to see done, but we cannot require it be
done because we do not have jurisdiction over it.

Mr. ScorT: You say you have no jurisdiction constitutionally, but surely
by the very act of passing this legislation you will have intruded into this field
and, in effect, will be forcing integration upon all these private plans. Has any
thought been given to how you could assume a greater degree of leadership
and responsibility for a situation which you, in effect, are creating?

|
{:—\ Miss LAMARsH: No; we have not intruded on a contractual basis; there is
\ absolutely nothing to prevent the continuation of private pension plans as
L\they are at the moment.

Hon. Mr. McCutcHEON: That is ridiculous.

Miss LaMarsH: I suggest there is nothing to prevent it. The economic
feature is what I assume will prevent it, but there is nothing which we will
do which in any way will interrupt those plans.

I do not know whether or not this committee will suggest ways in which
the committee will give what Mr. Scott considers as leadership in this. Because
of the pronouncements which have been made and the indications of what can
be done, there is no question but that all employers will do what they did
when they set up their own plan; that is, they will hire people who are in
the business to look into it. They have been, in many cases, calling in these
people and will be calling in these people to discuss the matter.

I suggest, Mr. Scott, because you are a resident of Ontario, that you
think back a few years to what happened when the hospitalization scheme
came in. I can recall receiving—and I think we all received—Ietters and
circulars from those who underwrote our own private medical and hospitali-
zation schemes to the effect, by virtue of the new Ontario hospital act which
was obligatory, that by paying the same premium and continuing on with our
private schemes we would receive increased benefits, but we had to have the
Ontario scheme first. This integration was accomplished smoothly without
any complaints from any source.

Mr. Scort: I am not being unduly critical at this stage, but your com-
ments disturb me, because there is no single matter in connection with the
pension plan in respect of which we receive more representations than the
very widespread fear of what will happen to the private pension plan.

I : Although you say you have no responsibility in this, in effect you are
\
%
!

making it economically impossible for working people to continue with their

| private plans, and continue with the Canada pension plan too. It seems to me
e ——

we are heading into trouble if the attitude of the govern i 'ngMe
that we_ e _have o respensibility in this field,
-

et
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Miss LaAMARsH: I said we have no jurisdiction, which is quite a different
matter from responsibility. You want the federal government to intercede
between the employer and the employee in their own contractual relation-
ship. As you know, in many ways these private pension plan have been part
of a wage packet.

Mr. ScoTT: Has any consideration been given to trying to achieve such
a possibility?

Miss LAMARSH: There are some 7,000 different plans.

Hon. Mr. McCUTCHEON: Integration is possible if you have a flat rate )
scheme, if you have fixed dollars; in other words, if your payments have been
made under the flat rate scheme wherein there is some certainty of what
the pay out and the pay in is going to be in the future, the integration can
be accomplished, although with strong unions it might be very, very difficult.

Personally, I am certain that even under those circumstances there would
be a substantial additional burden placed on employers which can do only‘/
one or two things; that is, narrow their profit margin, or force them to'\
increase prices and thereby make themselves less competitive both in the
domestic market and in the export market. However, here you have a scheme
where, when wages go up and the cost of living goes up, you bring inflationary
escalators into the scheme and you never know what you are going to pay 1
under the scheme 10, 12 or 15 years from now. Under those circumstances,
integration is impossible, because the flat rate pension was applied to private \
schemes, and the government takes the bland attitude that it did nothing. K !

Your comparison, Miss LaMarsh, with the introduction of the hospitali-
zation plan and its integration with private plans is not an appropriate
comparison at all. All these hospital costs are going to be paid for, then you
simply subtract that from your other coverage, and the two together give
the same coverage that many private individuals had before. That is not the
situation under this scheme.

The CHAIRMAN (Hon. Mrs. Fergusson): The speaker who was to be
next on my list is Mr. Munro.

Miss LaAMARrsH: May I answer the question? I have read your views,
Senator. I do not say that integration is impossible. I am sorry you were not
here when I was explaining integration in general terms in respect of the
superannuation act. This has been worked out with great care. Mr. Clark
has been working on the aspect of integration of the plans. It is far fram
impossible. I do not say that it is easy to understand, because I do not under-
stand Mr. Clark; I only understand the result, but it is easy for him. He may
leave the government and go out as a private consultant and make a fortune;

I would hope not, and expect not. However, with great respect, I cannot
accept what you say about integration. A great many employers are quite
content that integration will _b_e > fairly simple.

~Hon. Mr. McCUTCHEON: They are very naive.

Mr. MuNRO: The minister really has swered my question. I was going
to ask her whether she felt when Mr. Clark and the other officials have out-
lined to the whole committee the terms of integration of the Canada pension
plan with the civil service plan, that in effect that formula of integration would
Wleadersmﬂmn field. This is in relation
o . Scott calling for some leadership by this government. I would think the
work which has been done in this regard would be an indicator, at least, of the
formula which could be followed elsewhere, which in effect would be supplying
that leadership.

Miss LaAMARsH: I might also say that Mr. Clark will be able to describe this
in more detail than I can. He made a trip for the government through the west

21648—43
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at which time he dealt with the provincial representatives who are responsible
for administering the plan in the provinces. He also invited Ontario where he
had the same type of discussions. As you know, there are a number of dif-
ferent kinds of schemes in which the provincial governments are the employers,
in the sense that they pay an employer’s portion. On all these occasions in re-
spect of Mr. Clark’s discussions, the suggestions which were made were
warmly met, and we have not had any indication from any of the provinces to
the effect that they consider integration of the plans in which they are the
employers impossible.
.Hon. Mr. McCuTtcHEON: They do not have to come in under the plan.

Miss LaMagrsH: They invited Mr. Clark to come and enter into these
discussions, and as I say they appeared to be pleased. Certainly anyone who
is an employer does not have to come in; that was the whole point in the
trip made by Mr. Clark. All I can represent to you is that their reaction was
favourable, and that they felt integration was completely possible.

Hon. Mr. Lang: Mr. Chairman, probably I know less about this complicated
piece of legislation than does anyone else in this room. Although I find the
questioning and the discussion most interesting, I really cannot bring much
judgment to bear on it. I would appreciate it very much if the committee could
get on to a clause by clause study of this bill. I think after we have done this,
the minister might reappear to answer questions and the questions and the
answers themselves could be dealt with by all of us in a more enlightened
fashion, and with a more thorough grasp of the significance of the various
clauses. I would suggest that if possible the committee move on to the clause
by clause study of the bill.

The CHAIRMAN (Hon. Mrs. Fergusson): I do not think the steering com-
mittee considered we would be taking up the clause by clause study right away
until after we have heard from some officials from the Department of Na-
tional Health and Welfare.

The Co-CHAIRMAN (Mr. Cameron): I think that is what he means.

Mr. ScotT: Surely at this stage we are in the position where we can dis-
cuss matters of policy with the minister and the attitudes generally concerning
the plan. I am sorry Mr. Lang does not understand what we are getting at.
However, I still reiterate what I said earlier; that is, I think a pretty unusual
attitude has been taken when you are bringing about these basic changes and
yet seem to feel no responsibility for carrying them through.

Miss LAMARSH: Again you use the word “responsibility’’; no jurisdiction is
the situation. I would like to say, Madam Chairman, that I would be happy to
come back before this committee any time you choose to call me. Since you
are dealing mainly with the Canada pension plan, perhaps after that has been
discussed, the question of integration may be raised again, and I would be very
happy to appear.

Mr. CANTELON: I was very interested in the comment regarding the financial
phase of integration, but there are many other phases of integration which
I am afraid are going to be under strong pressures if the attitude is that they
must just integrate on their own with the Canada pension plan. Over the years,
some of these schemes have worked out certain terms which in many cases are
phrased on the age at superannuation. Undoubtedly, with the Canada pension
plan coming into effect, these will have to be modified very drastically. They
may not have to be modified very drastically, but I would think that would
be the case. From what I heard yesterday, I gather that the government is
prepared to adopt a very flexible attitude toward these private plans in respect
of how they fit in with the federal plan.
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Miss LAMARSH: With respect, how could one be more flexible? It is com-
pletely liberal. They can do whatever they want. It is not within the Canada
pension plan. The Canada pension plan is what the committee is discussing.
It is not the role of a witness to ask the committee for suggestions, but
certainly if any member of the committee has suggestions on the way in
which the federal government can intervene between some 7,000 employers
and employees in their personal relationship I would be glad to hear them.

The CHAIRMAN (Hon. Mrs. Fergusson): I think we should end the discus-
sion on this topic.

Senator McCutcheon has asked to speak. Did you wish to speak on this
subject?

Hon. Mr. McCuTcHEON: I wish to speak on another subject and I do not
want to interrupt anyone talking about integration.

Mr. CHATTERTON: In drafting this plan was consideration or serious study
given to the possibility of certain groups of employees that are covered by
the private plan to opt out, such as the provincial governments’ employees.

Miss LAMARSH: I would be glad to deal with this.

There is no option given to provincial employees to opt out. This is a
jurisdictional matter. The constitution does not permit us to deal with provin-
cial employees.

I think what Mr.—Chatterton was referring. to was._something which 15\
normally called contractmg out

Mr. CHATTERTON: Yes.

Miss LAMARSH: And that is permitted in some jurisdictions.

The department has studied this for some considerable length of time. |
When I went to Europe last year one of the first things I inquired about, |
particularly from the United Kingdom where contracting out is permitted, was |
their opinion of this particular feature. I will be quite frank with you and |
say that representations were made to me on behalf of insurance companies, |
and made repeatedly, to permit contracting out.

As I say, I discussed this partlcular issue with the responsible ofﬁc1als,\
both elected_and__appgmj;g,gLThelr unanimous and candld _opinion was that
it sh/gld.nexz&hepermﬁted A R RS ‘-

I went into the background to find the reasons why it is permitted in
the United Kingdom legislation. It happens never to have been a matter of
debate at all in the United Kingdom. Both major political parties had promised
a pension plan which permitted contracting out from the beginning, to avoid
the obvious political difficulties and disturbance of any particular groups.

Officials of my department had been informed of this attitude earlier, and
the more we discussed this the more we realized it was contrary to the very
nature of a comprehensive scheme.

I would not want the members of the committee to think we did not
give very careful consideration to contracting out, whether on a group basis,
on an industry-wide basis, as in Sweden, or on an individual company basis as
in the United Kingdom.

Hon. Mr. McCuTcHEON: What are the objections of the people who said it
should never be permitted? Both governments, Labour and Conservative, in
the United Kingdom have permitted it so why do they say it never should
have been allowed?

Miss LAMARSH: Perhaps I might leave this for my deputy who is more
familiar with it than I. However, I can say that all major parties in this
country have said they believe in a comprehensive plan to apply to as many
people as possible in this country. I appreciate that the upper chamber did
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not have the same opportunity as the lower chamber to discuss this matter.
It believes in the same thing. It leaves an opportunity, of course, to pull away
should they desire to do so.

Hon. Mr. McCuTcHEON: You talk about having everyone covered and a
certain minimum standard. What is the objection?

Miss LAMARSH: I am informed that contracting out does not apply to the
supplementary benefits but only to the retirement portion.

Hon. Mr. McCuTtcHEON: That is true.

Mr. A1keEN: I would like to ask a question in reference to jurisdiction.

It has been assumed in the statements you have made that the federal
government does not have jurisdiction over private plans. I submit it would be
most undesirable, but is it not a fact that the constitutional amendment which
was put in this year gives the federal government if it so desires complete
jurisdiction over all ranges of retirement plans?

I am following up Mr. Scott’s question, I know it would not be desirable to
move into this field; I am not suggesting it would. However, does the federal
government not have jurisdiction if they want to have it?

Miss LaMarsH: I suggest that though we may be graduates of the same
law school we differ on this point. Jurisdiction given previously to the pro-
vincial government did not move into the private field at all. The provincial
government did not hitherto have any jurisdiction over private contractual
arrangements; this was given to the federal government only by the consti-
tutional amendment.

Mr. AIkeN: Is it any different from the hospital plan?

Miss LaAMARsH: The federal government did not move into private con-
tractual relationships.

Mr. AIREN: Then I take it your answer to my question is no, the federal
government did not acquire any jurisdiction over private plans.

Miss LAMARSH: Yes.
The CHAIRMAN (Hon. Mrs. Fergusson): Are there any further questions?

Hon. Mr. McCuTcHEON: Yesterday afternoon I asked the minister some
questions with regard to what she felt might be the result of opting out by
a number of provinces, rather than by one province.

In this connection we must bear in mind that the bill gives each and every
province the right to opt out. The bill does not say that this will come into
effect when six provinces, having two thirds of the population of Canada or
something like that, agree to it. Every province can step out.

As I recall, the minister put the case of four or five provinces opting
out. In this case you would be left with four. She indicated that would present
some problems if there were a change in the scale of benefits or a change in the
contributions, and that it would depend on the provinces.

The minister has said that the net funds available after the payment of
expenses, or after a reasonable reserve—I think she said three months—would
be made available to the provinces in proportion to their contributions.

On the face of it, that sounds very reasonable. The province that opts
out, however, will have its total net funds, the entire fund, available for
investment. That is the sum of the contributions plus interest, less expenses
and less payout. Why should the other provinces not receive the investment
funds on the same basis?

I think it is obvious from what the minister said yesterday that a distribu-
tion of the funds, making available the funds on the basis of the contribution,
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will mean that some provinces will not have as great an investment fund
available as if they had operated their own plan and other provinces will have
more funds available.

Miss LAMARSH: The senator is suggesting a separate plan for each province.

Hon. Mr. McCuTcHEON: I am suggesting that you keep books for each
province.

Miss LaMArsH: I know that is what is suggested by the senator. When
Senator McCutcheon talks about opting out he talks about a province enacting
its own legislation. The opting out is for a province to enact similar legislation
to the Canada pension plan.

Hon. Mr. McCUTCHEON: I am not sure that the federal government has
the right to put that in.

I am sorry if I was misunderstood. I accept what the minister says.

Miss LaMARsH: Further, I think it is no secret if the members of the
committee will think about it, that if an individual province wants to pass
its own Canada pension plan it is going to need machinery for collecting such
contributions. At the moment only one province has such machinery. That is
not an insuperable matter. It is not an insuperable problem for a province to
set up its own machinery, of course.

The pension plan is so designed as to be an all-Canada plan, not a plan
for British Columbia, for Alberta, for Saskatchewan, for Manitoba, for Ontario
and the Atlantic provinces province by province. It is not intended to make it
an orange with all these segments just barely held together by the skin. It is
one integrated, plan, and it will take the action of a province to segment itself
out. It is not the responsibility of the federal government to enact segments,
but to enact the whole orange.

Hon. Mr. McCuTcHEON: Of course, the federal government is not enacting
the whole orange now.

Miss LAMARsSH: It is within its constitutional limits. We can only act if
the provinces do not act.

Hon. Mr. McCuTtcHEON: I think the minister has answered my question
up to a point.

If magnetic tapes can keep a record of contributions in provinces, surely
they can make a further computation and have an equitable contribution for
profits.

Miss LaAMARsH: We have that in the bill.

Hon. Mr. McCutcHEON: Then that is the answer. We do not agree on
everything. i

The CHAIRMAN (Hon. Mrs. Fergusson): I do not think anyone else asked to
put questions to the minister so I will thank her for coming here today.

Miss LAMARSH: Thank you. The last time I was in this particular com-
mittee room there was a man by the name of Mr. Coyne in this chair. I would
like to say that I feel myself not quite as badly bruised as he may have felt
when he left!

However, the task to which members have to address themselves is a
difficult one and I know it will be time consuming. Not only for your sakes
and for the sake of the two houses of parliament but for the sake of the
millions of Canadians who will be affected by what you do and by what you
recommend, I would like not only to wish you a good study but a heart felt
God speed.

Hon. Mr. McCutcHEON: It is understood that the minister will return
when we have had an opportunity to hear further evidence and discuss the
bill clause by clause?
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The CHAIRMAN (Hon. Mrs. Fergusson): Yes.

Is it the wish of the committee that we should continue the meeting now
and hear Dr. Willard?

Mr. CHATTERTON: Dr. Willard is probably one of the most important wit-
nesses from the department and it seems to me we should have time to question
him immediately after his presentation.

Mr. ScotT: I think the reverse is true. I would prefer to hear him and take
some notes and then have a chance to ask him questions when I have studied
my notes.

The CHAIRMAN (Hon. Mrs. Fergusson): May we have a show of hands?

Hon. Mr. McCuTtcHEON: I suggest that we could hear Dr. Willard now but
not start questioning him today.

The CHAIRMAN (Hon. Mrs. Fergusson): Is that agreed?

Agreed.

Before we ask Dr. Willard to start his presentation there is one matter we
should take up, and that is with regard to the appointment of a vice chairman.

Mr. ScorT: I nominate Mr. Knowles.
Mr. KNOowLES: I nominate Mr. Francis.

Mr. MonTEITH: I do not think we need a vice chairman; we have two chair-
men,

The CHAIRMAN (Hon. Mrs. Fergusson): I think the reason this was brought
up was that in the former committee on pensions there was a vice chairman
as well as joint chairmen.

Do you wish to continue your motion?

Mr. ScorT: Stanley does not want the restriction put upon him so I will
withdraw the nomination!

Mr. KNOWLES: You are a very understanding colleague!

I withdraw my nomination for the time being. I do not want to lose Lloyd
Francis because I think we should make use of him!

The CHAIRMAN (Hon. Mrs. Fergusson): I certainly do not want to lose
Lloyd Francis either; he adds a great deal to the committee.

Most of you know Dr. Willard. He is the deputy minister of welfare.

Dr. J. W. WiLLARD (Deputy Minister of Welfare, Department of National
Health and Welfare): Madam Chairman, it is rather difficult to know how to
deal with my remarks before the committee. The minister has covered a great
deal of the material as far as the bill is concerned and has discussed the details
of a number of important sections.

First of all I should mention the officials who will be involved in the hear-
ing and explain why there seems to be a very considerable number of them.
I would suggest that in the preparation of this Bill we have had the broadest
involvement of government departments and agencies of any legislation con-
sidered by parliament for some time. This is a measure of the complex nature
of the legislation and an indication of the variety of aspects in which these dif-
ferent departments and agencies were able to be of assistance.

They include, in addition to the Department of National Health and Wel-
fare, the Prime Minister’s office, the Department of National Revenue, the
Department of Finance, the department of insurance, the office of the Comp-
troller of the Treasury, the Unemployment Insurance Commission, the Depart-
ment of Labour, the dominion bureau of statistics and last, but certainly not
least, the Department of Justice.

As the committee proceeds with its study of the bill, the way in which these
government agencies are concerned with the program will become apparent.
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The officials at the table, when we get into the clause by clause consideration
of the bill will be available to answering any questions. We have with me at
the official’s table to-day Mr. Tom Kent, who is policy secretary in the Prime
Minister’s office; Mr. Thorson, assistant deputy minister of justice; and Mr.
Sheppard, assistant deputy minister of national revenue.

I thought I should say one or two words as a connecting link with the
work of the joint committee of the House and Senate of 1950 to which I was
the research adviser. Canada has followed a number of different approaches
to old age income security in the past, and it is rather interesting to look over
the parliamentary record. Feayy

Early references in the debates as to what should be done with regard
to income maintenance for older people began to appear after the turn of the
century. There was considerable discussion in Parliament in the years 1906 and
1907, and the question then was whether some formal government program
should be undertaken. New Zealand had adopted a means test type of old age
assistance; Denmark had done the same. A number of European countries had
legislation. After consideration of the matter parliament decided to follow
a voluntary approach, and in 1908 the government annuities program was
brought into operation.

The next occasion when the matter received very considerable debate
and discussion was in the mid-twenties. In 1924 and 1925 there was a parlia-
mentary committee which made certain recommendations suggesting the adop-
tion of a social assistance approach. Following this development Canada adopted
in 1927 the Old Age Pensions Act, which was patterned on the legislation in
a number of other countries. T have mentioned Denmark; it took this approach
in legislation in 1892. New Zealand introduced similar legislation in 1898,
followed by the United Kingdom and Australia in 1908.

Canada took this basic social assistance approach and adapted it to
a federal-provincial structure suitable for a federal state. These other countries,
except for Austrlia, were, of course, unitary states. Canada took the basic
elements of this type of assistance program which had a means test, a residence
requirement, a citizenship requirement at that stage, and even an eligibility
requirement that the recipient must be of moral character. The first pension
was for $20 a month. It was payable on the basis of a test of means which
meant that information on income, property and other assets had to be provided
to determine whether or not the recipient would be eligible for the benefit. This
means test program, payable to persons 70 years of age and over, as we know,
was carried on from 1927 up to the time the recommendation of the 1950 Parlia-
mentary Committee was implemented.

When the universal flat rate benefit payable at age 70 was brought in,
a new old age assistance program was introduced for those in the age group of
65 to 69. We now have 105,000 recipients under this old age assistance legisla-
tion. They represent 21 per cent of the people in the age group of 65 to 69.
The total federal-provincial expenditure is about $90 million for this fiscal year.

In 1957 there was another important step in the development of the social
assistance approach. The threshold under the Unemployment Assistance Act
was removed and this action converted the Unemployment Assistance Act
into a public assistance program or a general assistance program. As time went
on, federal sharing of the cost of supplementation of recipients of the old age
security and the old age assistance began to take place under the unemploy-
ment assistance legislation.

At the present time, therefore, we have provision through the Unemploy-
ment Assistance Act for sharing half the cost with the provinces of supple-
mentation for any person in need who is in receipt of old age security or of
old age assistance. About 18.6 per cent of the recipients of old age assistance
and about 4.8 per cent of the recipients of old age security are receiving such
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supplementation. It is up to the provinces, of course, whether or not they give
such supplementation. In those provinces in which the general assistance pro-
gram is operated through the municipalities, the decision rests with the local
municipality. Costs of supplementation under this assistance program are
running at an estimated $11.5 million for this fiscal year.

The major recommendation of the 1950 committee was the universal flat
rate pension. This represented a very important new approach and change 2
in emphasis with regard to income security for the aged in Canada. We had
adopted, as I have mentioned, a voluntary approach back in 1908 and a social
assistance approach on a means test basis in 1927 with a needs test type of
supplementation after 1957.

T The number of beneficiaries under the old age-seeurity-program at the

) \ present time, is nearing the one million mark and will pass that number next

& 5 | year. Expenditures in the current fiscal year are of the order of $882 million.
1 The minister mentioned that it will be $906 million in the next fiscal year.

— For the current fiscal year the total federal-provincial expenditure for

old age income security is $983.5 million. Of this the federal share is 94.8 per

cent. It is apparent that at this stage the universal flat rate benefit is the

dominant measure in the provision of old age income security.

The bill before us suggests a new approach. It does two things. First, it
introduces an earnings-related type of old age pension and, second, it adjusts
the flat rate pension so that the two programs form an integrated system.

This means that a double deck program is suggested with a flat rate portion
plus an earnings related portion. This approach has been developed in a number
of countries over the past few years.

In the United States, under their old age survivors and disability insurance
program, they have incorporated a minimum pension as part of the benefit
provision, so that anybody who qualifies, regardless of his previous earnings
record, will receive $40 as a minimum pension.

In the United Kingdom, where over the years they had developed a system
of flat rate benefits, they introduced in 1959 a contributory scheme with gradu-
ated benefits which are in addition to their old age flat rate beneﬁts This
program came into operation in 1961.

The other day I had an opportunity to attend a luncheon at which Pofes-
sor Titmus from the United Kingdom was the speaker. He was here for meet-
ings at the Canadian welfare Council. He indicated that in his view, the United
Kingdom was moving away from what he called a “flat rateism”, and that they
were at the stage where they were seriously considering graduated benefits,
not only in the case of retirement pensions but also in connection with their
many other benefits which are on a flat rate basis.

Sweden had flat rate pensions, and those of you who were present at the
committee in 1950 will recall that a great deal of attention was focused on
the Swedish scheme and the fact that they for many years had a flat rate pen-
sion system. However, in 1959 Sweden added supplementary graduated pen-
sions for all employees and self-employed persons earning $800 a year or more.

If I may turn now to question of survivors and disability benefits. Canada
has had a variety of assistance programs. The earliest and main intervention in
this field was by provinces which began following world war I with the intro- z
duction of mothers’ allowances programs. They have provided a great deal of e
income security for widows with dependent children. At the present time about
45,000 families with 116,000 children receive such assistance, and the cost is
about $50.6 million.

Mr. CHATTERTON: That is to the federal government?

Mr. WiLLArD: No, to the provinces, These are all provincial programs for
the payment of mothers’ allowances. This is quite apart from any assistance
which may be provided to these same families, as well as to other families
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through federal family allowances and other federal-provincial assistance pro-
grams, such as the programs of allowances for the blind and disability.

Allowances for the blind were introduced in 1937, and the minimum age
of eligibility was progressively reduced from 40 to the age of 18 at the present
time. There are about 8,600 recipients. The federal-provincial expenditure
runs about $7.5 million.

Three provinces Alberta, Ontario, and Newfoundland had disability allow-
ance program schemes before the federal government entered the field in 1954.
All the provinces participate in the existing federal-provincial program, and
their combined expenditure runs in the order of $45.6 million. In addition, of
course, assistance is being provided by the federal government to widows and
to disabled persons through the Unemployment Assistance Act.

Some provinces, such as Ontario and Quebec, have legislation providing
for assistance to widows. The federal government shares the cost of this assist-
ance through the Unemployment Assistance Act.

The same is true of disabled persons who are unable to meet the test of
being permanently and totally disabled, but who, because of their disability,
are unemployable and in need, or are unemployed and in need. They may
receive assistance through the provincial general assistance program and the
federal government shares the cost.

There are two other schemes which are very important to widows and
disabled persons. They are the provincial programs for workmen’s compensation,
and the federal veterans’ pension legislation. They provide benefits for the
disabled and for survivors arising from work-cennected injury or death in the
case of workmen’s compensation, and from war-connected injury or death in the
case of war pensions. In addition, there is the federal assistance program of war
veterans’ allowances.

Disability of survivors benefits are an important part of this Bill. The ap-
proach followed in this case and in many countries and is to make these bene-
fits and integral part of the basic pension program. This has been the method
followed in the United States, and indeed it has become a common approach
in many countries.

In the United Kingdom, flat rate benefits have been part of the over-all na-
tional system of national insurance and have included survivors and disability
benefits. In the United States these benefits are part of the old age, survivors’
and disability insurance program. In the bill which the Committee has before it,
the proposal is for a flat rate component, plus a variable component represent-
ing a percentage of the retirement pension.

Mr. Monteith asked about the effect of the bill on these various assistance
programs. We have discussed this matter at several federal-provincial confer-
ences; one was held a year ago September and another last May, at which the
welfare ministers were present. There was a federal-provincial conference of
Deputy Ministers of Welfare dealing with assistance matters February last and
it has been discussed by officials in the interim.

The introduction of the Canada pension plan will have some effect on these
several assistance programs. Let us look at old age assistance first. The reduction
of the age limit and the provision for adjusted benefits under the old age
security legislation means that people who take the reduced benefit earlier will,
if they are in need, have at least that income, and this will have to be taken
into account in relation to old age assistance. This change will take place grad-
ually, so there is no large and imminent impact. However, this is a matter
which will have to be worked out with the provinces.

In the case of disability allowances and blind person’s allowance’s pro-
grams, there are certain eligibility periods which are required with respect
to comparable benefits under the Canada Pension Plan. Because of this the
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situation is not a matter which has to be worked out this year or even next
year. However, it is one in which the federal and provincial governments will
work towards a mutually satisfactory solution.

Closed related to this question is the fact that the provinces have certain
views with regard to assistance generally and the Unemployment Assistance
Act in particular. Accordingly it is not just a case of discussing these three
categorical programs, as they are called; that is, the old age assistance, the
blind and disabled allowances programs. It is also a matter of working out
a new and over-all approach to social assistance or public assistance in
Canada. The provinces in some cases are interested in approaching the matter
through a test of need rather than a test of means, and the questions which
have to be faced also relate to this general question.

The long run effects, of course, are that we would hope and expect that
the impact of the old age, survivor’s and disability insurance program would
be to reduce the assistance load. Surely this is one of the basic objectives.
As the age reduced benefit becomes available, as the years go along in the
transition period, and as larger amounts are available under the earnings
related portion, the area for assistance will decline.

This has been the experience in the United States and I am sure it
would occur here. At the time the joint parliamentary committee of 1950
was discussing this matter there were some questions whether old age
assistance would decline in relation to O.A.S.I. in the United States. Dr.
Davidson gave some testimony at that time which indicated that in spite of
the period of time that O.A.S.I. had been in operation, the assistance loads
were still considerable. In 1949, for instance, O.A.S.I. was paying out $495
million in benefits while old age assistance program was paying about $1.3
billion. At one time—I think that was in 1951, they were paying out about
$1.4 billion under the insurance program, and also about $1.4 billion under
the assistance program. More recent figures for the fiscal year 1962-63 show
0O.A.S.I. benefits to be about $12.1 billion, while old age assistance is paying
out about $2.2 billion, which represents about 18.5 per cent of the amount
being paid out in O.A.S.I. Relatively the positions have changed considerably
since 1949. While taking into account the rises in the cost of living standards
of living and so on, which are reflected in the increase in the absolute amount
of assistance being provided, the relative load that that program -carries
in terms of income security in the United States has been greatly reduced.

One would expect, too, that over the long run the survivors’ benefits
available under the Canada Pension Plan would reduce some of the burden
under the provincial mothers allowance programs. Similarly, that in the
future, the new cases of disability including blindness would have an impact
on the caseload under the disability and blindness allowances programs.

Before we get into a clause by clause review of the bill, Madam Chairman,
I might just make a few general comments. Mr. Thorson, the draftsman of
the bill for the assistance of Parliament has included opposite pages 1 and 2,
an explatory note outlining the arragement of the bill. It might be helpful
just to take a look at it for a moment.

Following the interpretation sections there are two sections dealing with
the application and operation of the act. This covers the situation where a
province on or before 30 days after Royal Assent, signifies its intention to
establish a comparable plan. It also deals with the situation in the future
where a province might wish to take such action. It makes provision for
the federal government to enter into an agreement with any province providing
a comparable plan under which employees of the federal government and
federal crown companies and any other people who may be under federal
jurisdiction will come under a provincial plan.

-
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Part I deals with contributions and you will notice that in division A
the main coverage provisions are considered in section 6 and 7 wunder
pensionable employment. The approach has been to make pensionable em-
ployment all-inclusive and then to provide for certain types of excepted
employment.

The minister has mentioned most of these and has pointed out that
legal and administrative considerations were the determining factors in the
exclusions. Provision is made for the extension of coverage, by means of
agreements, with groups such as provincial legislators, provincial civil servants,
and employees of foreign government.

Sections 8 to 10 deal with contributions by employees and employers in
respect of pensionable earnings and by persons in respect of self-employed
earnings. It is in this part that we have a reference to the 1.8 per cent rate
each for employees and employers, and the 3.6 per cent rate for self-employed
earnings over and above the basic exemption.

The employer is responsible for deducting the employee’s contribution
and submitting it along with the employer’s contribution. This is the same
principle that is followed under Unemployment Insurance and in other social
insurance systems. The self-employed person will make his payment at the
time his income tax return is filed. The minister mentioned that in the case
of those who will not be filing an annual return, a simplified form will be
available.

A choice had to be made of the most suitable machinery for contributions
for this type of program. Careful study was made of the alternatives to create
new machinery or use the existing administrative machinery of the Unemploy-
ment Insurance Commission or the Department of National Revenue. Having
consideration for the broad coverage under this program, and for the fact that
self-employed persons are covered it was considered more suitable to extend
the administrative operations of national revenue department to deal with this
part of the program. Both in the United States and in the United Kingdom
national revenue carries out this task.

It is in division B, of Part I, dealing with the calculation of contributions,
it is indicated that contributory earning do not relate to income received
before the age of 18, during a period of disability, or after the person reaches
70, or dies, or the pension becomes payable.

There is also reference in this part of the Bill to the year’s maximum
pensionable earnings, and to the provision that in 1966-1967 it would be
$5,000; and that for the years 1968 to 1975, inclusive, it would be adjusted by
the pension index. The “pension index” refers to the index used to make the
cost of living adjustment. And from 1976 on, maximum pensionable earnings
would be adjusted according to the eight year moving average of the earnings
index; the earnings index will be obtained from the actual earnings of the
people covered under the plan.

This is also where we find reference to the year’s basic exemption, $600
initially. In order to provide for its adjustment when the ceiling goes up
it is tied to the maximum pensionable earnings by being 12 per cent of that
ceiling; however, any change must be in multiples of $100.

The effect of the exemption has been mentioned and it is quite important.
On earned income of $1,000, for instance, the contributory income is $400.
The amount of the graduated contribution rate in relation to that income is
only 0.72 per cent. On $3,000 earned income the rate is 1.44 per cent; and on
$5,000 earned income it is 1.58 per cent.

One question often raised in correspondence received by the Department
is: “On what type of income does a person pay his contribution”? It is im-
portant to recognize in answer to this question that the words an “earnings
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related program” are very meaningful. No contribution is paid on investment
income or pension income and non-employed people or people who do not
receive a remuneration for their employment do not make a contribution.
Provision of course, is made for the widow of the contributor and the
survivors of the contributor. This is one point which it may be helpful to
keep in mind.

Mr. AIREN: Is there definition of earnings in the bill?

Mr. WiLLArRD: Yes, we will cover that as we go through the Bill clause
by clause.

Mr. AiREN: Thank you.

Mr. WiLLARD: The payment of contributions will be integrated so that,
while there would be federal legislation and provincial legislation providing
comparable contribution rates, employees, employers and the self-employed
persons have to deal with only one administrative agency even though the
contributor may be a dual contributor under the federal and provincial
legislation in one year or over his working life.

The pension index and the earnings index are provided for in sections
20 and 21 of the bill, and their application is covered in other sections of the
bill.

Divisions C, D and E of Part I deal with the collection of contributions
and some questions related to these matters such as overpayment and offences.
You will note that the collection aspects have been worked out so that they
complement provisions already available in the Income Tax Act.

Part II deals with pensions and supplementary benefits. Section 43 gives
some additional definitions pertinent to this part. Division A deals with
benefits payable. These various types of benefits are listed at this point. At
the beginning of division A, the minimum qualifying periods for disability
benefits and other supplementary benefits are set out.

Division B goes into the question of how benefits are calculated. It
provides for annual adjustment of the basic amount or flat rate component
using the pension index. Then the retirement pension and other benefits re-
lated to that pension are dealt with at some length. You will note that the
supplementary benefits for the most part are geared to retirement benefits.
This is not so in the case of the orphans’ benefit, but even in this case the
ceiling for the benefit is related to the ceiling which applies generally, and
for the retirement pension in particular.

As has been mentioned by the minister, the retirement pension is 25 per
cent of the average monthly pensionable earnings. These average monthly
pensionable earnings are to be updated as time goes on. The upward adjust-
ment of the year’s maximum pensionable earnings is provided for in section
17. In the calculation of the pension the monthly pensionable earnings will
be revalued by the ratio of the average maximum pensions earnings—or
earnings ceillings—for the three years ending with the year of retirement
to the ceiling in the year the earnings were paid.

During the first 10 years, total pensionable earnings are divided by 120.
After the first 10 years they are divided by the total number of months the
person could have been covered. The 10 years transitional period mentioned
in section 47 enables the full benefits to be reached gradually over a 10 year
period. There will be considerable discussion of this particular provision
which enables the full level of benefit to be reached on a gradual basis over
a ten year period. Obviously, a very short transitional period would produce
a situation where some older people would be substantially better off than
others. There will be a wide range of views about the most appropriate length
of transitional period.
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Drop-out features have been mentioned. Of course they come into opera-
tion after the 10 year transitional period. There are two types. One is the 10
per cent provision designed to try to provide for unemployment, for illness,
and other circumstances making for low earnings or no earnings. These un-
favourable years, or months can be deleted from the contributors record of
earnings up to 10 per cent of his contributory period. In this way a greater
measure of protection is provided for those who have had the misfortune of
illness, or have had periods of unemployment.

Another type of drop-out provision is available for the 65 to 69 age
group. If they are years of higher earnings during this period they may be
used to replace earlier years of lower earnings.

The earnings test is set out in section 69. I should mention that the earnings
test does not apply to old age security benefits; in any attempt to assess the
impact of that test one has to take into account that $51 a month or a
higher amount is available to persons under old age security with no applica-
tion of the earnings test to it. It might be noted in passing that the earnings
test has been incorporated in the United States and United Kingdom programs.

I shall not mention the various supplementary benefits now because the
minister has dealt with them individually. They are described in this part.
These benefits include the flat rate component of $25 adjusted to the pension
index, and the earnings related component usually expressed as a percentage
of retirement benefits. Pensions in pay consisting both of the flat rate and earn-
ings related components are adjusted according to the pensions index. Through-
out the Bill the integration of administrative machinery with any comparable
provincial plan is provided for. This applies both to matters such as the
payment of benefits in Part II, and the question of contributions in Part I.
Also there is provision for integration with regard to appeals. It was con-
sidered important that the rights of contributors and beneficiaries should be
protected so that they would have an inexpensive and readily available type
of review of any situation which they might feel to be unsatisfactory. It also
was considered important that we have an ultimate court of appeal which
could be integrated with appeals under any comparable provincial plan.

Part III, administration, is where we find the financial provisions concern-
ing the appropriate government accounts for the receipt of contributions, the
payments of benefits, and how funds over and above the “operating balance”
which are in the Investment Account will be available for investment. There is
a section on future amendments of substance to the act. There are general
administrative provisions including the question of records and also the use
of information. Finally, there are certain other provisions such as the question
of reciprocal agreements with other countries, to which the minister referred,
the provision of future reports by the actuaries to parliament in the case of
changes, and also on a periodic basis; the establishment of an advisory com-
mittee to advise the minister, and, of course, the normal reporting to parliament
through the annual report.

Part IV, amendments to Old Age Security Act, deals with the benefits
which will become available at an earlier age, commencing in 1966. The age
reduced benefits are based on the month of retirement between age 65 and
69, and the adjustment is on the basis of 40 cents a month for each month of
delayed retirement. There is provision for backdating of an application for
one year, which is a matter to which the minister has referred, and also
to which Mr. Monteith referred in his comments in the House. Both Mr. Mon-
teith and Miss LaMarsh are aware that there are a number of cases the
department has received over the years where individuals have lost benefit
because, in many cases, through no fault of their own, their applications came
in at a late date. A comparable provision has also been provided in the
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Canada pension plan, or the part of the legislation dealing with the earnings-
related pension after age 70.

The use of the pension index for old age security has been incorporated
in this section. All I wish to add at this stage is that it parallels the provision
that is made with regard to earnings related to pensions.

Now, Madam Chairman, that has been a rather hurried tour through the
bill, but I thought it might be helpful to review this outline showing the
arrangement of the bill which Mr. Thorson has provided for us prior to the
clause by clause discussion. Thank you.

The CHAIRMAN (Hon. Mrs. Fergusson): Thank you very much.

Mr. CHATTERTON: Madam Chairman, to help the members of the com-
mittee, may I ask whether Dr. Willard might prepare for us a brief statement
of the existing programs and how they work vis-a-vis the provinces and the
federal government. Otherwise, I would have to spend, as I believe would
other members, a good deal of time doing research.

Mr. WiLLARD: I would think the research adviser, Mr. Osborne, could take
that on as a project.

The CHAIRMAN (Hon. Mrs. Fergusson): Yes. I was going to suggest that.
Mr. CHATTERTON: Will that be done?

The CBAIRMAN (Hon. Mrs. Fergusson): Yes. Thank you, Dr. Willard. You
will be with us on Tuesday. I am sure we have a much better insight into this
matter than we had previously.

Hon. Mr. SMITH (Queens-Shelburne): How long do you suppose it will
be before we can obtain the printed report of the Minutes of Proceedings and
Evidence of this committee?

The CHAIRMAN (Hon. Mrs. Fergusson): Senator Smith, it is hoped we will
be able to obtain these within three days and perhaps two. We will make a
special effort to have them.

The committee is adjourned until Tuesday morning at ten o’clock.
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MINUTES OF PROCEEDINGS

TuEsDAY, December 1, 1964
(4)

The Special Joint Committee of the Senate and of the House of Commons
on Canada Pension Plan met at 9:40 o’clock a.m. this day. The Chairman of the
House of Commons section, Mr. Cameron (High Park), presided.

Members present:

Representing the Senate: Senators Croll, Denis, Fergusson, Lang, Mc-
Cutcheon, Smith (Queens-Shelburne), Stambaugh (7).

Representing the House of Commons: Messrs. Aiken, Basford, Cameron
(High Park), Cantelon, Chatterton, C6té (Longueuil), Francis, Gray, Gund-
lock, Knowles, Laverdiére, Lloyd, Macaluso, Monteith, Moreau, Munro,
Rhéaume, Scott (18).

In attendance: Dr. Joseph Willard, Deputy Minister of Welfare.
The Committee resumed its consideration of Bill C-136.
Questioning of the witness, Dr. Joseph Willard, was resumed.
On motion of Mr. Chatterton, seconded by Mr. Basford,

Resolved,—That the brief intituled “Selected Income Maintenance Programs
in Canada” be published as an appendix to today’s Minutes of Proceedings and
Evidence. (See Appendix “A”.)

Mr. Moreau moved, seconded by Mr. Basford,

That the question of cancelling this afternoon’s sitting be referred to the
Steering Subcommittee on Agenda and Procedure for consideration and report.

And the question being put on the said motion, it was resolved, by a show
of hands, in the affirmative: yeas, 13; nays, 2.

The examination of the witness continuing.

At 11:50 o’clock a.m. the Committee adjourned to the call of the Chair.

AFTERNOON SITTING
(5)

The Special Joint Committee of the Senate and of the House of Commons
on Canada Pension Plan reconvened at 3:42 o’clock this afternoon. The Joint
Chairman of the House of Commons section, Mr. Cameron (High Park),
presided.

Present:

Representing the Senate: Senators Croll, Fergusson, Lang, Lefrancois, Mc-
Cutcheon, Smith (Queens-Shelburne), Stambaugh (7).

Representing the House of Commons: Messrs. Aiken, Basford, Cameron
(High Park), Cantelon, Chatterton, C6té (Longueuil), Francis, Gray, Knowles,
Laverdiére, Marcoux, Monteith, Moreau, Munro, Rhéaume, Scott (16).
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In attendance: Dr. Joseph Willard, Deputy Minister of Welfare; and
Messrs. D. Thorson, Assistant Deputy Minister of Justice; D. Sheppard, Assist-
ant Deputy Minister of National Revenue; Tom Kent, Policy Secretary, Prime
Minister’s Office.

The Committee resumed consideration of Bill C-136.

The Joint Chairman invited the Clerk of the Committee to read the second
Report of the Steering Subcommittee on Agenda and Procedure:

“STEERING SUBCOMMITTEE ON AGENDA AND PROCEDURE
SECOND REPORT

TuESDAY, December 1, 1964.

The Steering Subcommittee on Agenda and Procedure of the Special
Joint Committee on Canada Pension Plan met at 11:50 o’clock a m. this
day. The Chairman of the House of Commons section, Mr. Cameron
(High Park), presided.

Present:
From the Senate: Senators Croll, Fergusson, McCutcheon (3).

From the House of Commons: Messrs. Chatterton, Cameron (High
Park), Cété (Longueuil), Francis, Knowles, Monteith, Munro (7).

Your Committee agreed to the following decisions and recommends:

1. That this Special Joint Committee do sit this afternoon, as well as
on Wednesday afternoon, but not on Wednesday morning, Decem-
ber 2, 1964.

2. That all individuals expressing, in writing, their desire to submit
briefs and be heard, be acknowledged receipt of their letter and
advised that this Committee is most desirous of receiving briefs
before December 31, 1964; and that their request to appear and the
date of their appearance before the Committee will be considered by
the Steering Subcommittee.

3. That the Clerk of the Committee be instructed to write to the Fed-
eral Teachers’ Association in connection with a letter received from
Miss Nora Hodgins, Secretary-Treasurer of the Ontario Teachers’
Federation, expressing the desire of her association either to submit
a brief or be heard by this Committee. Miss Hodgins should also be
informed that such a letter is being sent to the Federal Teachers’
Association.

4. That any member of this Committee who wishes to submit the
names of prospective witnesses, do so by writing to the Clerk of the
Committee who in turn will take the matter up to the Steering
Subcommittee on Agenda and Procedure for consideration.

At 12:15 o’clock p.m. the Subcommittee adjourned.

Respectfully submitted,

(s) A. J. P. Cameron
Joint Chairman”
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On motion of Senator Croll, seconded by Mr. C6té (Longueuil),

Resolved,—That the Second Report of the Steering Subcommittee on
Agenda and Procedure be adopted as read.

Then on motion of Mr. Chatterton, seconded by Mr. C6té (Longueuil),

Resolved,—That the question of the length of this Committee’s sittings be
referred to the Steering Subcommittee on Agenda and Procedure for considera-
tion and report.

On motion of Mr. Moreau, seconded by Mr. Chatterton,

Resolved,—That a memorandum intituled ‘“Automatic Cost-of-Living ad-
justment of Pensions in Foreign Countries” be published as an appendix to
this afternoon’s Minutes of Proceedings and Evidence. (See Appendix “B™).

The Committee having completed its questioning of Dr. Joseph Willard,
began examining the other witnesses.

And the examination of the witnesses continuing, at 5:20 o’clock p.m., on
motion of Senator Croll, seconded by Mr. Marcoux, the Committee adjourned
until 3:45 o’clock p.m. on Wednesday, December 2, 1964.

Maxime Guitard,
Clerk of the Committee.



_-..--,«:--.:..;.«;.——
P T e e SR




EVIDENCE

TuespAY, December 1, 1964.

The CHAIRMAN (Mr. Cameron): Gentlemen, we have a quorum well
represented by both houses. I will call the meeting to order. I have no announce-
ment to make at the beginning of our meeting.

As you know, Dr. Willard had completed his preliminary statement but
had not had an opportunity to answer any questions which members might
wish to ask. I think he now is available for that purpose.

Mr. CHATTERTON: At the last meeting I believe we were assured we would
have the Minutes of Proceedings and Evidence in time for today’s meeting.
These have not been received.

The CHAIRMAN (Mr. Cameron): They are not here yet.

Mr. CHATTERTON: At the last meeting we were assured the Minutes of
Procedings and Evidence would be available in two or three days, and that
the Minutes of Procedings and Evidence of the last meeting would be available
for the succeeding meeting.

The CHAIRMAN (Mr. Cameron): We have been given an order for priority
so far as the printing is concerned, which I think means the Minutes of Pro-
ceedings and Evidence will be about two days behind our meetings. The French
translation will take slightly longer. The clerk informs me these minutes will
be here very shortly.

Hon. Mr. McCuTcHEON: Mr. Chairman, there are a number of questions
I would like to ask Dr. Willard so that the answers will be on the record. The
minister and Dr. Willard have described in general terms the benefits that will
accrue in due course under the plan, and also have indicated the persons who
will be covered. I would like to deal with each type of benefit. I turn first to
what I will call the old age pension benefit. I am ignoring the built-in cost
of living factor in the present flat rate pension, something which I hope will
never come about because I do not look forward with anticipation to creeping
inflation. Regardless of that, will any person aged 70 or over benefit from this
plan?

Dr. J. W. WiLLarRD (Deputy Minister of Welfare, Department of National
Health and Welfare): Any person aged 70 and over?

Hon. Mr. McCuTcHEON: Aged 70 or over as of today.

Dr. WiLLARD: The plan itself is designed to provide a contributory scheme
for the future. Obviously, you have to have some contributions into the scheme
before benefits are payable.

Hon. Mr. McCutcHEON: I understand that. So, the answer is no.

Dr. WiLLARD: That would be correct.

Hon. Mr. McCutcHEON: Would any person aged 69 or over benefit?

Dr. WiLLArD: No.

Hon. Mr. McCutcHEON: Would any person aged 68 or over benefit?

Dr. WiLLARD: Yes; it would be possible.

Hon. Mr. McCutcHEON: To what extent?

Dr. WiLLARD: Such a person could have contributed for one year after
the time the scheme gets into operation.
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Hon. Mr. McCuTcHEON: If he is age 68 now, he would be 70 some time in
1966. Would he benefit?

Dr. WiLLARD: Yes. He could have contributed in 1966.

Hon. Mr. McCutcHEON: For part of a year.

Dr. WiLrLArDp: Yes, provided his earnings are over the minimum he would
receive one tenth of the full benefit on the basis of that contribution.

Hon. Mr. McCutcHEON: Would any person who has retired from the labour
force, or who will retire from the labour force prior to the first of January,
1966, benefit from this plan?

Dr. WILLARD: Are you assuming he remains retired or stays retired con-
tinuously?

Hon. Mr. McCuTcHEON: I am assuming he is retired at age 65 on a very
generous private pension plan and is not on the labour force.

Dr. WiLLArRD: No. This is an earnings related plan and unless he comes
back into the labour market and has earnings in covered employment or is a
self-employed person, he would not be covered by the plan.

Hon. Mr. McCutcHEON: Will persons who are widows or who are widowed
prior to January 1, 1966, benefit from this plan?

Dr. WiLLARrD: Prior to January, 19667

Hon. Mr. McCUTCHEON: Yes.

Dr. WiLLARD: There would not be an opportunity to contribute prior to
that time.

Hon. Mr. McCutcHEON: Dr. Willard, I want to put this on the record and
perhaps I could do it much quicker if you would say yes or no. The answer is no.

Mr. BAsrForD: The witness should be allowed to answer the question
without being interrupted.

Dr. WiLLARD: There really are two answers to that question.

Hon. Mr. McCuTcHEON: Let us have both.

Dr. WiLLARD: It is no, if she remains out of the employment market; but
there are many widows who will come back into the employment market.

Hon. Mr. McCuTcHEON: I am talking about purely the widow’s pension.

Dr. WILLARD: It is yes, in a case where she remarries or in a case where
she goes back into the employment market and earns a benefit in her own
right, so you have perhaps three situations.

Hon. Mr. McCuTcHEON: Let us take the case of a woman who is married
today, and we will limit discussion to the benefits she might obtain upon losing
her present husband; we will not worry about her future husbands. How long
must her husband live before she will obtain any benefit? We will assume he is
in covered employment.

Dr. WILLARD: He must have contributed for three years. Provided in the
third year he had a month’s contribution, which would mean earnings over the
$50 basic exemption calculated on a monthly basis, it would be possible for the
widow to be qualified after the husband had contributed for two years and one
month. If the husband then died, she would be entitled to a widow’s benefit.

Hon. Mr. McCUTCHEON: So, the widow’s benefit will be first paid to persons
who become widows in, let us say, February, 1968.

Dr. WILLARD: Yes; that would be the earliest.

Hon. Mr. McCUTCHEON: Persons who are widowed prior to that or who
presently are widows have no immediate benefit.

Dr. WiLLARD: That is right.
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Hon. Mr. McCuTcHEON: Let me turn to the benefit for orphans. Again I
am not speaking about the subsequent entering into the labour force 50 years
from now and getting a pension. Today’s orphans obtain no benefit under the
plan.

Dr. WiLLARD: No; they would have to be covered by mothers’ allowances
as some are now.

Hon. Mr. McCUTCcHEON: But under this plan there is no benefit.

Dr. WiLLARD: That is right.

Hon. Mr. McCurcHEON: And I take it their situation is the same as the
widow; it is only persons who become orphans subsequent to January, 1968,
who benefit.

Dr. WiLLARrD: That is right.

Hon. Mr. McCUTCHEON: Persons who presently are disabled obtain no
additional benefits under this plan.

Dr. WiLLarD: That is right.

Hon. Mr. McCuTcHEON: At what stage will disability benefits be paid under
this plan to any individual?

Dr. WiLLARD: February, 1970. There is a five year eligibility requirement.
Where it is three years in the case of widows and orphans, it is five years in
the case of the disabled.

Hon. Mr. McCUTCHEON: A person disabled prior to 1970 obtains no benefit
under this plan.

Dr. WiLLARD: That is correct.

Hon. Mr. McCuTcHEON: If you take a person who will be 60 on the first of
January, 1966, and who is in covered employment, and who has a covered
income of $5,000 a year, what will be the total contributions he will make,
assuming he lives for ten years?

Dr. WiLLARD: If he contributes from age 60 to age 707

Hon. Mr. McCuTcHEON: Right.

Dr. WiLLARD: About $792, I believe.

Hon. Mr. McCUTCHEON: Something of that order. I think it is a little less,
but it would be something of that order. What pension does he receive?

Dr. WiLLARD: Well, he would receive $104 a month for as long as he lives
commencing at age 70.

Hon. Mr. McCutcrHEON: Would you tell me what that is worth on an
actuarial basis? He has contributed $792; what is that pension worth?

Dr. WiLLARD: I do not have those figures here, but I will obtain them
for you.

Hon. Mr. McCuTcHEON: In advance of getting those figures, would you
agree with me that this is the man who receives the greatest benefit from this
operation?

Dr. WiLLARD: That is correct. In a system which provides for a transitional
period, it tries to get to full benefits in that period.

Hon. Mr. McCuTcHEON: I will correct myself. I think the man who is aged
55 and who retires at age 65 probably receives the greatest benefit.

Dr. WiLLARD: Let us put it this way; the people in the older age groups will
benefit more than people in the younger age groups because the pension system
triesto get to Tull benefits over a period of ten years.

Hon. Mr. McCutcHEON: Could you Iét me have the value of the pension of
$104 and whatever number ommh‘a‘t’bmh age 65 and‘*a‘gm“

Dr. WiLLARD: Yes; we can obtain that information for you.

———
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Hon. Mr. McCuTcHEON: I take it your last answer means that the children

are pa?mg Tor ‘their parents.

~ Dr. WiLLarD: Not necessahly
Hon. Mr. McCUTCHEON: Or paymg for someb dy else’s parents.
Dr. WiLLARD: The employers’ contribution—

The CHAIRMAN (Mr. Cameron): I think our intention is to hold an inquiry
and not to carry on exactly a cross-examination. I do not think this is the
proper way to frame the question.

Dr. WiLLARD: The employers’ contribution is considered one of the elements
in a social insurance system such as this which provides for cross-subsidies, and
which finances the provision of full benefits at an earlier age under the
ten year transition period. Most social insurance programs provide for cross-
subsidies. In some instances late entrants are blanketed in when coverage
under the system is extended.

Hon. Mr. McCUTCHEON: At the present time I am not criticizing Dr. Willard.
I want to lay out these facts where they can be seen. I would like to refer you
to tables II and IV.

Mr. COTE (Longueuil): May I ask a question on this same subject which
the senator has opened up?

The CHAIRMAN (Mr. Cameron): Are you opening up a new subject, Senator
McCutcheon?

Hon. Mr. McCuTcHEON: I am going to ask Dr. Willard to compare the
benefit and contribution under the United States scheme to our scheme. I
will come back to that later.

Mr. COTE (Longueuil): I would like to ask Dr. Willard whether persons
who now are 68 and over, or persons who have been widows for about three
years, or orphans of these widows, would have benefited from the plan if the
plan had been put in force eight years ago?

Dr. WILLARD: I think it is apparent what the eligibility requirements are.
If three years contributions are required for the widows’ benefit .and the
orphans’ benefit, obviously the widows and orphans of such a contributor would
be eligible.

Mr. COTE (Longueuil): Would you say that as soon as this plan is in force,
in two or three years, even the same people Senator McCutcheon named will
have benefits under this plan, and even will be able to get a part of it?

Dr. WiLLARD: Provided the contributor has contributed for three calendar
years from 1966, the benefits for widows and orphans would be available to
his widow and orphans in the case of his death.

Mr. KNOoWLES: Mr. Chairman, I do not wish to indulge in any questioning
at this time, but I would like to ask Dr. Willard, when he produces the figures
Senator McCutcheon asked for, will he produce some comparable figures in
respect of the actuarial value of a pension for life of $104 at age 65 and age
70, and at the same time, would he give us the actuarial or insurance value of
the protection afforded say to a 40 year old person? I have in mind all the ele-
ments, the pension, the widow’s benefit and the disability and orphans’ benefit.
In other words, Senator McCutcheon asked what it would cost to provide this
pension. Would you also give us what it would cost to provide the various ele-
ments of protection provided in the bill?

~ Dr. WiLLaARD: We will endeavour to obtain some figures along these lines.

_Jiut 7 1 think I should mention there is a very considerable difference between a
government financed social insurance type of program and a private type of

deferred equity insurance scheme. Within a social insurance system you get
cross-subsidies to different groups and these are provided in a wide number
of ways.
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Senator McCutcheon has asked about the persons who qualify for widows
and disabled pensions, and I think it is apparent that those who become eligible
right after the qualifying period are going to benefit more than if death occurred
to the breadwinner a decade or two later. This would occur both under a
deferred equity type of scheme, or social insurance scheme. A social insurance

scheme, such as is provided in many countries, tries to achieve certain social
objectives on the one hand, and tries to introduce certain deferred equity

principles on the oth . The elements designed to achieve these social objectives”
this type of government program comes from measures such as the

transitional period, which tries to get people in the older age groups to a full
level of benefit as soon as it reasonably can be done. The basic exemption of $600
is another such element; the flat rate components in the various benefits are
others. They try to achieve certain social objectives which would not occur if
one took, for instance, the government annuities scheme and converted it into
a national compulsory insurance system. In other words, there is a difference
m the nature of the program under thls bill than if it were a deferred equlfy
pro

The CHAIRMAN (Mr. Cameron): Now, Mr. Moreau.

Mr. Moreau: Dr. Willard has covered many of my questions, but these
are supplementary to Senator McCutcheon’s question. I was going to ask Dr.
Willard if he knows of any privately operated scheme or of any other scheme
which could provide benefits to people, for instance, who have not contributed,

such as people who are over 68, and to widows before 1968, or to orphans _

before 1968, or before 1970? Does he know of any private scheme or any other

way in which to provide these se benefits to them under any sort of contnbutbi*y
scheme where there is no transfer payment?

Dr. WiLLarp: Offhand I cannot think of one, but it may be that there 1s
some possibility that T have not thought of.
~" Mr. Moreau: Would you agree with Senator McCutcheon’s point that the
man who gets the greatest benefit is the one who is nearing retirement age?

Hon. Mr. McCuTcHEON: I am 66 and I am in pretty good condition.

Mr. Moreau: You are in pretty good condition anyway. But would you
agree, Dr. Willard, that in all these categories there are widows, orphans,
disabled and so on, who would achieve a very dubious status, that is, who would
be widowed, orphaned, or disabled after the beginning of the plan, and that
they would all be receiving a high degree of benefit in relation to the contribu-
tions which have been made?

Dr. WiLLARD: That is quite true.

Mr. MoRreAU: So essentially what we are really doing is paying something
of a price for the fact that we are bringing in this scheme very late. In other
words, if we had started 20 years ago or so, we would have overcome many
of these objections, if they could be called objections.

The CHAIRMAN (Mr. Cameron): Has Mr. Aiken a question along this line?
Mr. A1gEN: No, I have a question on a new subject.
The CHAIRMAN (Mr. Cameron): Now I have Mr. Gray.

Mr. Gray: I want to examine Dr. Willard with respect to the point raised
by Senator McCutcheon, and ask if something similar is not done with many
private schemes where credits are given to employees for service which they
have rendered before the start of the scheme, even though they do not contrib-
ute enough to make up the years of service before the scheme began.

Dr. WiLLARD: I understand that some private schemes do try to make some
adjustments in this regard.

Hon. Mr. McCuTcHEON: You mean back service benefits.
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Dr. WiLLArD: Yes.

Mr. GrAaY: There are back service benefits for which the employee does
not actually make contribution, but which he is granted just as if he had
made contributions in those years.

Dr. WiLLArRD: Yes, that is right.

Mr. GrAY: Is it not also correct that in many of the schemes referred to
the employed party personally must pay in to them for 10 years to get that
status, which would be about the case of our own Canada pension plan scheme?

Dr. WiLLaARD: There are many different types of schemes and I would not
want to generalize about them.

Mr. Gray: But with a 10 year transition period, the private scheme would
not grant these credits for previous service without contribution being made
available by the employee in question.

Dr. WiLLARD: We might take a look at some of them later on when deal-
ing with the question of integration of private schemes. We might see whether
there could be an answer given to this particular question.

Hon. Mr. McCuTcHEON: There is a wide variety of them.

Dr. WiLLARD: Yes, there is a wide variety.

Mr. Gray: My point is that you have been taking a private insurance
scheme as a precedent, if that is possible, to the idea that a person may begin
to get benefits, although he has contributed for no more than a short period,
and you say that this is not particularly novel.

Dr. WiLLarD: That is correct. It is done in private schemes, and of course
it is done even more so in public schemes.

Mr. CanTELON: I would like to emphasize what Senator McCutcheon said
when he spoke of the wide variety of schemes. I think we would be left with
this extremely generous scheme, and I agree; but there are other schemes
which have been just as generous.

Mr. MoreAaU: I think you must have missed Senator McCutcheon’s ques-
tion earlier.

Mr. CANTELON: Yes, I did. I thought the committee was going to begin
at 10 o’clock.

The CHAIRMAN (Mr. Cameron): We did originally intend to meet at 10,
but on account of the short supply of committee rooms and the fact that we
wanted to give as much opportunity as we could to Dr. Willard and the other
witnesses to tell their story, I moved the meeting ahead to 9.30.

Mr. CANTELON: It is quite all right.

The CHAIRMAN (Mr. Cameron): Are there any other questions?

Mr. CANTELON: I have not asked my question yet. I believe there are other
schemes which have had all these benefits in them from their inception, such
as the Saskatchewan teachers’ federation plan.

Dr. WiLLARD: I am not acquainted with that particular plan, but it is quite
possible.

Mr. LLoyDd: The schemes usually break down into two broad classifications:
those which are planned and put into operation by federal, provincial and
municipal governments, or school boards, as against private corporations; and
the governing factor in the case of a corporation is that it establishes a fund
for past services for benefits. That is quite different from what takes place
with school boards or a city which perhaps had over a period of years no
superannuation fund. It might feel that it had some obligation to its employees,
and it brings in a scheme which is funded. Or they feel that through conscience
they should establish benefits, and they use the general taxing power of the
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community to finance such benefits. That is quite a different approach when
compared to the government’s operation, and the private employees. Is that
not basically the difference?

Dr. WiLLARD: That is a basic difference. Any program for the payment of
pensions or survivors benefits that is financed and administered by the govern-
“firent; such as the one proposed, depends on the taxing power of the government

ars. This is a point that also comes up in a discussion of the question
of funding tinder a public plan. That is one of the reasons it is possible to have
a wide variation in the funding. But always in the last analysis you do have the

taxing power of the country behind it.
n the case of the private pension plans, there has been wide variation in

the amount of funding that has been provided, and wide variation as to the
extent of solvency. One of the concerns of the Ontario government’s legislation
has been the solvency. of private pension plans. You do not have continuing
taxing power behind the private scheme, as you do in the case of the public

plans, Therefore, if solvency is not protected, the rights of the beneficiaries may

not be protected in the future.

~—Mr. REEAUME: Dr. Willard, do I understand correctly that a person who
makes no contribution to the Canada pension plan draws out no benefits? Is
that right?

Dr. WiLLArRD: That is correct, unless the person benefiting is a wife or
spouse, and the husband has been the contributor. These benefits are derived
through the contributions of the contributor. Even though subsequently she
becomes a widow she may not have contributed herself. In the same way the
orphan benefits from contributions of his parent or parents.

Mr. RHEAUME: That is survivorship benefits?

Dr. WILLARD: Yes.

Mr. RHEAUME: Does this mean that for the extremely low income group
or category—and there are many of these people in Canada—they will get
nothing from the Canada pension plan as it is now constituted?

Dr. WiLLARD: Well, it is a question of how low the income is.

Mr. RHEAUME: If they are earning less than $600 a year, my understanding
is that they would not be contributing anything.

The CHAIRMAN (Mr. Cameron): I think that question should be framed in
different language, made clearer and more precise.

Dr. WiLLARD: It is quite true that there is a basic exemption of $600. If a
person working for 47 years was each year earning below that amount, he
would not come within coverage of the program. But it would seem to be quite
unusual that this would occur. Certainly, in the case of the retirement part of
the program, the earnings related portion has to be taken together with the
flat rate portion under old age security, and this latter benefit is, of course,
available.

Mr. RHEAUME: Would you say that it is rather unusual? I am sure that you
are not forgetting the average annual income of the Indian and Eskimo people
in this country—and they constitute quite a few hundred thousand, I think.
There is a whole group of Canadian people. I am directing my question to this
group now, whose average income over the period of their lifetime is such that
they would not be contributors. I am referring to the Indian and Eskimo people.
My question is this: as it is presently constituted, there are no benefits in the
Canada pension plan for people in that group who earn less than $600 a year.

The CHAIRMAN (Mr. Cameron): I think Dr. Willard has repeated this at
least twice.

Mr. RHEAUME: There is nothing for them, or for the widows or orphans
of this group. Would that be true?
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Dr. WiLLarD: That is correct. If a person has not contributed under the plan,
then of course his widow or his orphans would not be eligible. But I would
repeat that in the case of people with relatively low income, as far as the old
age benefit is concerned—flat rate pension—is available; and the payment of
$75 a month would amount to $900 a year, which the person would be receiving
at age 70 even if his former income had been below $600 a year. That is why it
is extremely important that the two programs need to be taken together. I want
to expand on my original explanation.

Mr. RHEAUME: That applies only to those people who live beyond 65, or
to widows and orphans of those who do not live to 65. They will not be covered
in this plan.

Dr. WriLLarp: It is true that widows and orphans under the circum-
stances would not be covered. But the other point is this: at the age of 65
under the proposal, which is included along with this bill, the age reduced bene-
fits would be available, and this would provide $51 to a person at age 65; and
if his normal income had been less than $600 a year previously, then obviously
he will be getting more under old age security than he would have been
receiving from other means.

Mr. REEAUME: I think Dr. Willard understands the drift of my question.
Because of these two categories of people—and there are numerous other
Canadians in these categories too who are living on the land, so to speak—
they are not eligible to contribute, and consequently they will not be able to
draw, and neither would their widows and orphans except they do so under
their own rights as individual people, assuming that they live that long.

The CHAIRMAN (Mr. Cameron): I think we should make it clear that the
line of questioning you ask might be answered and you might then draw your
own deductions. But do not preface your questions by a statement and then say
is this the answer?

Mr. RHEAUME: I am not prepared to accept it. Let me reword my question,
if you wish.
The CHAIRMAN (Mr. Cameron): If you so wish, go ahead.

Mr. CHATTERTON: You indicated that a person might retire after 10 years
contribution, and might die at 65. Assume he had a maximum pension; he pays
in a total of something like $800. Of those who have already retired by 1966,
let us say one of them says: “I will pay in $900, because I want to have as
much pension as possible”. Is there provision for such a payment?

Dr. WiLLARD: No, there is no provision made for the payment of contribu-
tions under the plan, unless the person is under pensionable employment, or
is a self-employed insured person and makes contributions on his earnings.

Mr. ScorTt: What happens in the case of a person in the borderline area
who one year may earn more than $600, and in another year less than $600?
May he pay for any year in which he does earn over that amount?

Dr. WiLLARD: That is correct. Let us suppose his income in a given year is
$700, then he only contributes on $100. But he will get the benefits on the basis
of $700. i K

The CHAIRMAN (Mr. Cameron): Are there any more questions along the
line opened by Senator McCutcheon? I think Senator McCutcheon has another
question for Dr. Willard.

Hon. Mr. McCutcHEON: I would like to refer you to table II on page 12
of the white paper, and on table IV, on page 13. Table II sets out the maximum
pension available to a single contributor at the age of 70, and after the transi-
tion period has expired, based on his average monthly earnings and with the
old age security pension added in. The combined pension is shown in the right

.
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hand column. You referred, I believe, if I recall it in your evidence, to the fact
that a floor had now been placed in the act, setting it at $40 a month.

Dr. WiLLARD: That is correct.

Hon Mr. McCutcHEON: That floor of course is available for such contribu-
tors, that is, under the universal flat rate pension.

Dr. WiLLARD: It has become very close to universal, because over the his-
tory of the program the number of people who have contributed is very
considerable. Once they get within the category of insured status, they auto-
matically get the minimum benefit of $40. It does represent a very considerable
benefit for those who have made minimal contributions. It has been recognized
by those administering the United States program that it represents a flat rate
provision built into their system.

Hon. Mr. McCUTCHEON: But it is available only to contributors?

Dr. WiLLARD: Yes, it is comprehensibly available rather than universally
available, if you want to put it that way.

Hon. Mr. McCuTcHEON: And in that comprehensive definition are self-em-
ployed included?

Dr. WiLLARD: Yes, but there are a few exceptions, for instance, doctors. As
you know the United States program has been expanded in recent years to
cover farmers and other self-employed persons.

Hon. Mr. McCUTCHEON: But there are still groups which are not covered?

Dr. WiLLARD: Yes, but the number and proportion are small indeed.

Hon. Mr. McCutcHEON: Is it fair to say that the minimum pension in the
United States is available to contributors in the sum of $40 a month at the age
of 70, let us say, and that the minimum pension available to everyone in
Canada is $75?

Dr. WiLLARD: At the age of 70?

Hon. Mr. McCUTCHEON: Yes.

Dr. WiLLARD: Yes.

Hon. Mr. McCuTcHEON: It is $40 in the United States as compared to $75
in Canada.

Dr. WILLARD: It is $40 in the United States available at the age of 65.

Hon. Mr. McCutcHEON: All right. Let us make the comparison of $40
against $51.

Dr. WiLLARD: Fifty one dollars in Canada; in a few years time, of course,
the United States legislation will undoubtedly be amended, because they have
had a proposal before congress to raise it somewhat. This occurred just before
the recent election when different proposals were approved by their house
and by the Senate but they did not reach a compromise on it. But, we would
reach $51 in 1970 under this Bill.

Hon. Mr. McCutcHEON: Well, let us not try to predict what the United
States is going to do.

Dr. WiLLARD: I am not trying to predict it. However, it is important, if
we are talking about $51, that we are not talking about it in 1964; it is $51
in 1970, and what the level will be in the United States at that time is perhaps
an “ify” question, as President Roosevelt used to say.

Hon. Mr. McCuTcHEON: But it is $40 today. Let us go back to age 70;
while the pension starts at age 65 in the United States the relation is $40 today
in the United States compared with $75 in Canada today.

The CHAIRMAN (Mr. Cameron): Would you allow Dr. Willard to answer
that question.
21650—2
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Dr. WILLARD: At the moment, in the United States, the minimum amount
of $40 is available at age 65, and in a reduced amount at age 62. In Canada
at age 70 we have $75, and in 1970 the proposal is that $51 will be available
at age 65.

Hon. Mr. McCutcHEON: Mention was made in the Senate proceedings that
there was a compromise on the proposals that were made. Could you tell us
what the new proposed minimum is.

Dr. WiLLARD: I have a note here which states that in July the House of
Representatives passed a bill which would have given a 5 per cent increase
across the board in the monthly payments payable to present and future
0.A.S.D.I. beneficiaries.

Hon. Mr. McCUTCHEON: Five per cent would make it $427?

Dr. WiLLArRD: That would make it $42, and it would make the combined
rate $143.40.

Hon. Mr. McCutceHEON: What do you mean by the combined rate?

Dr. WiLLarD: Their proposal was to put the ceiling from $4,800 to $5,400,
and when combined with the 5 per cent increase this eventually would have led
to a maximum retirement pension of $143.40.

Hon. Mr. McCuTcHEON: At what age?

Dr. WiLLARD: At age 65.

Hon. Mr. McCutTcHEON: That is, to the maximum that we aré proposing
of $156.17 after the transition period.

Dr. WiLLarD: Yes, after ten years.

Hon. Mr. McCutcHEON: After all, there is a certain transition period in
the United States although they have not passed the legislation to date.

Dr. WiLLARD: If you look at the record of change in the United States I
think you will find that the number of amendments over the years have been
considerable.

Hon. Mr. McCuTcHEON: I appreciate that.

Dr. WiLLARD: In, say, 12 years time from now there could be a number
of other changes, so it is difficult to compare in absolute terms what the
comparison will be 12 years hence.

Hon. Mr. McCuTcHEON: And, I appreciate that. All I am trying to do is
compare what the situation is today or what the present proposal in the United
States is today with what will be available in Canada after the transitional
period. Would you go so far as to agree with me, assuming no further change
is made in respect of the United States plan than the change you have referred
to, that after the transitional period we will have a higher level of pensions in
Canada than in the United States?

Dr. WiLLARD: Yes, we would.

Hon. Mr. McCutcHEON: Now, Dr. Willard, I would like to refer you, if I
may, to table 8 on page 25 of the white paper.

The CHAIRMAN (Mr. Cameron): If this is a new line of questioning, Senator
McCutcheon, there might be someone else who would like to put questions in
respect of table number 2.

Hon. Mr. McCutcHEON: All right, Mr. Chairman.

The CHAIRMAN (Mr. Cameron): Apparently no one wishes to put any
further questions in respect of table 2. Would you proceed, Senator.

Hon. Mr. McCuTcHEON: I would like to refer to table 8 at page 25 of the
white paper. The table sets out the old age and aged survivors’ benefits as a
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percent of gross national product at market prices in certain selected countries,
and if we take the figures for 1961-62, which is the year for which I have some
. other figures which I want to refer to, it shows Canada is rather a poor relation,
1.8 per cent compared to New Zealand’s top of 3.7 per cent, Great Britain’s
3.3 per cent, United States 2.7 per cent, and Australia, 2.4 per cent. I believe
your department produced these other figures for 1961-62 which showed Can-
ada was devoting 12.8 per cent of its national income to social welfare in 1961-
62, compared with 14.8 per cent for Australia, 12.6 per cent—a lower figure—
in the United Kingdom, 10.6 per cent in Australia and 8.5 per cent in the
United States. I do not expect you to verify these figures at the moment, but
I am quite certain this information came from your department. Could you
check these figures and verify or correct them, as the case may be, at a later
date?
Dr. WiLLARD: Yes, I would be very glad to do that.

Hon. Mr. McCutcHEON: What I am trying to bring out, Mr. Chairman, is
that we are dealing with only one branch of welfare in this particular battle
and that the comparison is an unfair one to Canada because welfare is some-
thing that is indivisible, and we have to look at the whole and entire expend-
iture; if we do that then I think Canada ranks high among the western powers
in that connection.

The CHAIRMAN (Mr. Cameron): The witness has been requested to provide
that information for you.

Mr. Francis: I would like to ask if those figures relate to health and
. welfare or health, education and welfare, or just welfare?

Hon. Mr. McCuTcHEON: I included health in the welfare.

Mr. FraNcis: And, education also?

Hon. Mr. McCuTtcHEON: No.

Mr. Francis: Some of the other countries lump these in the white paper.

Hon. Mr. McCuTcHEON: I am producing figures which Dr. Willard’s depart-
ment gave to me. I received these figures recently, and I will check my source.
However, Dr. Willard could check these figures much more readily.

Dr. WiLLARD: I believe the figures Senator McCutcheon is quoting cover
income maintenance programs—that is, cash benefit programs—health services,
welfare services at three levels of government, federal, provincial and
municipal.

Hon. Mr. McCuTtcHEON: But, not unemployment insurance and not educa-
tion.

Dr. WILLARD: Unemployment insurance benefits paid out are included but
education is not.

Mr. COTE (Longueuil): I think really it is unfair to make comparisons
in this respect for reasons which, I think, are obvious.

The CHAIRMAN (Mr. Cameron): Well, we will have that information before
us for whatever use we see fit to make of it.

Would you proceed, Mr. Moreau.

Mr. MoreaUu: Would you agree, Dr. Willard, that it would be fair to say
that there would be a certain amount of transferring of benefits here. I am
thinking of social welfare payments and, perhaps, of people who are receiving
old age assistance, widows’ allowance and so on, which are financed in some
other way, and that these people now would be brought in under this plan.
The result will be that, although perhaps there would not be an improvement
in our social welfare plan, it will be financed more on a different basis, rather
than necessitating any tremendous change in the pattern of the percentage of
the gross national product which goes into social welfare payments.

21650—23 » et
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Dr. WiLLArD: Yes, that would be a factor in some portion of all the benefits.
If you take widows with dependant children, for instance, as I mentioned last
time, we would expect the relative cost to or the relative expenditures by
provincial governments under mothers’ allowance to decrease.

Hon. Mr. McCutcHEON: That is, all future widows.

¥ 5@ [ Dr. WiLLarp: Yes. This would mean that many widows instead of having

/to have a test of need to receive the benefit would receive the benefit as of

f»( "‘ o rlght under this program without going through that procedure. So, it would
2" +¢/ be a shift from a social assistance type of protection we now have to a social

faad

WA 1nsurance type of protection. I have some figures here on assistance costs.

Mr. ScorT: Have you any figures in respect of the estimated amounts which
the provinces will not have to pay out as this shift takes place?

Dr. WiLLARD: We do have figures, and the research adviser, Mr. Osborne,
hopes to have some of the material for this afternoon’s meeting, if not for
later this morning. This was prepared in response to a request at our last
meeting; this will give you a measure of the level of expenditures by the
provinces, for instance, under the mothers’ allowance program and under the
other assistance programs. But, as I mentioned before, any reduction of these
costs will take some time before it begins to take effect. As the age reduced
benefit becomes available it will have some effect on old age assistance; as the
benefit for widows with dependant children become available it will have some
effect on mothers’ allowances. Similarly, as the disability benefit becomes avail-
able, it will affect the assistance program for the permanently and totally dis-
abled. But, this would be a matter which will take place gradually over a
period of time.

Mr. Chairman, I do have with me some expenditure data on health and
social welfare as a percentage of gross national product at market prices in
1962-63 and, if you wish, I will read them into the record at this time. I am
sure they are from the same basic material which Senator McCutcheon quoted.
It shows New Zeland at 12.1 per cent; the United Kingdom 10.5 per cent;
Canada, 9.4 per cent; Australia, 8.2 per cent, and the United States, 7.0 per
cent. This is for 1962-63, and I am not sure whether that was the same year
quoted by Senator McCutcheon.

Hon. Mr. McCUTCHEON: My figures related to 1961-62.

Dr. WiLLARD: Well, this is on year more recent.

The CHAIRMAN (Mr. Cameron): Dr. Willard, is that all you wish to read
into the record at this time?

Dr. WiLLARD: Yes.

The CHAIRMAN (Mr. Cameron): Have you a question, Mr. Chatterton.

Mr. CHATTERTON: Yes. I would like to refer again to the contributor who
pays for a period of 10 years and retires at the age of 65. Let us say that
contributor had annual average earnings of $20,000 per year. Am I correct in
assuming that he will pay only some $800 total?

Dr. WiLLARD: Yes, he would only pay on up to $5,000 for each year.

Mr. CHATTERTON: But a total sum of $8007?

Dr. WiLLARD: Also, there would be the basic exemption.

Mr. CHATTERTON: So, even though he would be earning $20,000 he would
retire at 65 with $104 a month. According to figures I have, discounting the
insurance supporting benefits, if he bought a government annuity, which would
give him an equivalent benefit, it would cost over $10,000. Generally speaking,
where does that transfer payment come from?

Dr. WILLARD: In respect of those sectors of the plan where there may be
some cross-subsidization favouring this or that group under coverage it is
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that those in the older age groups gei; proportionately, they will have to pay
‘more through conftributions to recelve their benefits, but at the same time you
‘Have going intothe system the employer’s contribution which is not allocated
to any individual’s earning record. And, of course, in the case of the self-
employed they are paying double the rate. So, there is a very considerable 4y
amount of money going into the system for cross-subsidization which, of 53{1
course, is designed to meet certain-social-objectives. One of these is the one |
“you have mentioned, the provision of a transition period of 10 years. In eﬁect
ycu—ge'tﬂ:he—same—kmd—of‘stf‘atlon that happened when the old age security
program came into operation; those age 70 and over, and those who were just
below age 70, got a great deal more in old age security benefits than they
possibly could have paid through their personal income tax under the 2-2-2-
formula, at that time. e

Mr. MoreAaU: Dr. Willard, would you agree with this implied criticism of
the plan?

Mr. CHATTERTON: I was not implying criticism, Mr. Chairman; I was
seeking information.

Mr. MoReAU: Well, be that as it may, would you agree that the longer
maturity period perhaps would cure some of the transfer payments that are
embodied in the plan, and if we had a longer maturity period there would not
be the element of subsidization in the older worker.

Hon. Mr. McCuTcHEON: You are saying that if we took the Quebec plan
the subsidy would be less?

Mr. MoreauU: That is not what I was saymg I asked that if a longer
maturity period were agreed upon would that not all—latg,some«of—thesub-.
‘S"H"—lon of the older workers.

Dr. WiLLarD: That is correct; the longer the transition period the less |~
benefit it would be to the older age group.

Mr. Moreau: Would you say also if you had a longer maturity period the
very thing which Senator McCutcheon was worried about, the widows, orphans,
disabled and so on, would be covered for a much longer period of time?

Dr. WiLLarD: Well, in the case of the widows and orphans, you have a
certain eligibility condition, and the longer you make this eligibility require-
ment, of course, the longer you delay the benefit. And the longer it takes
for benefits to be payable the less cross-subsidization would take place.

Mr. MoRreaU: In other words, you cannot have it both ways.

Mr. CHATTERTON: I understand from the white paper that the wife who
is paid by her husband is not eligible to contribute and, therefore, not eligible
for pension.

Dr. WiLLarD: That is correct where the spouse is employed by the hus-
band. If they form a corporation the situation is different but this will be
discussed in more detail when we come to that section of the Bill. There are
certain reasons for that provision which will be discussed at that time.

Mr. CHATTERTON: But, in the average case, let us say a housewife is paid
by her husband for whatever work she does, would she not be eligible?

Dr. WiLLaRD: No.

Mr. CHATTERTON: In other words, she cannot claim that her husband is
paying her $200 a month; in these circumstances she is unable to contribute
and, therefore, she is not eligible for a pension?

Dr. WiLLarD: No, Mr. Chairman, she would not be eligible.

Mr. CrAaTTERTON: But, if she engaged a housekeeper and the wife went
out and worked, then she builds up an entitlement.

apparent that those in the earlier age groups are not going to get the bargain 'l
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Dr. WiLLARD: Yes; she would be in pensionable employment and she
would contribute as an employed person.

Hon. Mr. McCutcHEON: And the housekeeper also would be in covered
employment.

Dr. WiLLARD: That is correct.

Mr. CHATTERTON: Take the case of a young girl who works for four,
five or six years after finishing school and then gets married. She pays for
the six years which she has worked, becomes married, remains married until
the end of her life, and never works again; what happens to her contribution?

Dr. WiLLARD: Her contribution never is lost. It is updated according to the
earnings index so that when she reaches age 65 she would be entitled to pension.
If it is for six years, then it would be six forty-sevenths, taking the 47 years
from age 18 to age 65.

Mr. CHATTERTON: Let us say she worked for six years and stayed married
for 20 years, how would the pensionable earnings be worked out; would this
20 years count as years of non-earnings?

Dr. WiLLarD: They would be years of zero earnings, as it were.

Mr. CHATTERTON: So the pensionable earnings would be very small, almost
negligible.

Dr. WiLLarD: They would be small, but they would be updated; they
would be small to the extent she had contributed only for a short period of
time, but if she worked six years out of 47, she would get six forty-sevenths
and that would be updated. The wage levels would not be the wage levels
when she is young, but would be equivalent to those in the later years before
she retires.

Mr. RHEAUME: People who are covered by various social assistance pro-
grams at present would not be covered by any new benefits when the plan
comes in; that is, persons who are on social assistance programs which are
already in effect and from which they are receiving their income.

Dr. WiLLARD: Let us take one or two examples; say they are on unemploy-
ment assistance at the present moment. They might become employed and, as
such, get into covered employment and contribute; so, that particular group
certainly would. You might take the case of those who are covered under
mothers’ allowances programs. Many women who have dependant children
under that program would go into employment and contribute under the scheme
once the children cease to be dependant. And the children when they become
18 or oider would also be in the employment market and contribute. Therefore,
there are many people on assistance programs today who will be under this
program.

If you take the old age assistance group, of course they are coming off
that program year by year. It covers a five year age group, 65 to 69, so
there would be very few in this instance; but it is quite possible even in
the case of those on old age assistance that some of them might have employ-
ment for two or three years. Say they are aged 65 now, they might receive
employment and work two or three years before they reach age 70, and
still be covered.

Mr. RHEAUME: As you are well aware, people who qualify for mothers’
allowances and old age assistance also can earn; would they be paying into
the Canada pension plan? Is it possible that they could be paying into the
Canada pension plan as a result of these other earnings which would exceed
$600 a year?

Dr. WiLLARD: This is a question which relates to what the particular needs
test or means test is at a particular time. Where a needs test is applied,

propm———
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most of the people are not in employment at that particular moment and are
receiving very modest part time or no earnings. In the case of the means
test program, the allowable income or additional income over and above the
pension would usually be less than the basic exemption.

Mr. RHEAUME: Let us take the example of a person who would have a
total income of $1,200 a year, $75 of which came from old age assistance, and
a little from outside earnings. He would not be looked upon as a contributor.

Dr. WiLLARD: Do you mean $900 from pension and $300 as extra income?

Mr. RHEAUME: A person who had only $700 income from his own employ-
ment would be contributing if he was under age 65?

Dr. WiLLARD: Yes, the difference being that one is getting pension income
and the other earned income for work performed.

Mr. RHEAUME: Many city welfare departments provide relief to the
family in the amount of $120 or $130 a month, and there certainly is no
contribution made on that.

Dr. WiLLaArD: If you take relief at a point of time, this would be true,
but many people who are receiving unemployment assistance during the course
of a year may be earning around $600 or over; so it would be only a part of
the case load. There may be people who are unemployable because of some
disability and who are unable to maintain themselves even for a part of
the year, but you cannot say that all persons receiving social assistance would
not be able to be covered in any given year. There are different situations;
some are going on and off the assistance case load during the year.

Mr. RHEAUME: I am thinking of a case where a person is in receipt of
relief assistance all year and also is earning; if he has $600 from outside
sources, would he be contributing?

Dr. WILLARD: The question you really are putting forward is whether
some of the local relief authorities or local assistance authorities really would
be paying assistance if these people are earning that amount. I would think
in most instances it would depend on the pattern of income as I mentioned
before. If it is small casual earnings, and if the relief recipient has a wife
and a large number of children, that is one thing. On the other hand, if the
relief recipient earns this income over a period of three or four months
and then is unemployed for the balance of the year, that is another situation;
he could have contributed to the pension plan during those four months,
and yet be on assistance during the balance of the year. You get into a wide
variation and pattern of income which would affect the question of whether
or not he is on the Canada pension plan.

Mr. RHEAUME: In looking at this, can you or your officials conceive of a
situation whereby a person would be receiving relief assistance at the same
time he is required to make a contribution to the Canada pension plan?

Dr. WILLARD: It seems very unlikely to me that it would occur.

Mr. RHEAUME: There is the matter of work for relief which many munici-
palities in Canada are talking about. Persons in such employment would
be required to make payments, would they not?

Dr. WiLLARD: Yes, if it is pensionable employment in which they are
working; they would be expected to contribute on the basis of their earnings,
provided their earnings are over, say, $50 a month.

Mr. RHEAUME: In respect of the age group 55 to 70, where it is a really
good deal, it would pay municipal welfare departments to keep these chronic
relief people on staff as consultants in lieu of relief.

Dr. WILLARD: I have no view on that.
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Mr. RHEAUME: If this occurred, they would be paying into the Canada
pension plan?

Dr. WiLLARrD: If their earnings are over $50 a month they would contribute
in that month provided they are in pensionable employment.

Mr. REHEAUME: Work for relief is covered employment.

Dr. WiLLarp: I would think in most instances it would be covered employ-
ment because the employees of municipalities are covered. Of course, in the
case of work for relief municipalities do not share the cost under federal unem-
ployment assistance; this would be entirely a provincial matter.

Mr. ReEAUME: It would still be a good investment for the city welfare
department.

Dr. WiLrarp: It would be entirely up to the city welfare department and
the province. We do not share in work for relief under a federal program.

Mr. Basrorp: To what extent are there work for relief programs in
existence in Canada? I know the federal government does not share in any,
but are there any programs under way in which we do not share?

Mr. RHEAUME: You have heard of winter works.

Dr. WiLLarD: The whole question of work for relief is quite complicated.
If you mean that a person receives relief payments and then is expected to work
them off, that is a concept of work for relief. As you know, that concept is
not too popular. On the other hand, if an ordinary work project is undertaken
by the municipality either through a winter works program or through other
local public works and first opportunity is given to people who are on the
assistance rolls, and they recruit the labour force for that particular project
from those who are receiving assistance, then this is a normal type of municipal
employment. The consultant which was mentioned in the previous question
would raise quite a different matter as to whether or not he would be covered.
However, in a case where a man is shovelling snow or doing some work and
is paid for it by the municipality, the municipality would pay the employer’s
contribution and deduct the employee’s contribution on the wages paid, and
the man would have protection under the program.

Mr. RHEAUME: He would be working like any other employee.

Dr. WiLLARD: Yes.

Mr. Francis: I am concerned about Mr. Rhéaume’s line of questioning
with regard to the advantage to a municipality which would bring in people
under this program somehow in order to escape long term relief costs. I seriously
question whether any municipality in balancing the benefit of one program
against another would come to any conclusion.

Mr. RHEAUME: It is still a good deal.

Mr. Francis: I do not think it is. If Mr. Rhéaume has worked out the
arithmetic of any example, I would like to have an opportunity to look at it.

The CHAIRMAN (Mr. Cameron): It is very interesting, but it really is not
a question directed to Dr. Willard.

Mr. Gray: Is it not a fact that under the act there are various offences
for making false or deceptive statements and therefore some question might
arise in respect of someone being on a municipal employment roll as a con-
sultant; would there not be a question in respect of whether or not he was in
a bona fide covered employment?

Dr. WiLLarD: That is what I intimated. The consultant suggestion cer-
tainly would be open to question.

Mr. GRAY: While Mr. Rhéaume might think of this, if he was a municipal
officer, most fair-minded officials would not be likely to do so.
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Mr. RHEAUME: I am not very thin skinned this morning, Mr. Chairman.

The CHAIRMAN (Mr. Cameron): Mr. Chatterton has a question.

Mr. CHATTERTON: My question refers to those who are retired before age 70.
There is a certain deduction from their pension if they earn over $900 and
retire before age 70; there is a deduction from their earnings.

Dr. WiLLARD: Yes.

Mr. CHATTERTON: What is the test in the case of a farmer? Let us say a
farmer turns age 65, is getting a little on in years and engages a farm manager
or foreman. What is the test in respect of whether or not he is retired? Let us
say that he has contributed for seven years and would likely want to continue
contributing so that he could obtain a full pension, what would be the test in
respect of retirement in a case like that?

Dr. WiLLARD: When we come to the clause dealing with the retirement
test, I think we can go into some of these more detailed questions. However,
I think another example would be where a farmer is carrying on a farm as an
investment in which case he would receive income from his farm which would
not be earnings as provided for in this Bill; on the other hand, if he continues to
carry on the operation of the farm, and has added additional help to lighten the
load, the normal method of calculating what his net earnings are would be used
and the fact that he had hired someone to help probably would reduce his net
earnings. He contributes on the basis of those net earnings. If he had moved
away to the city or had rented the farm and just lived in the house and no longer
farmed, he would in fact be retired.

Mr. Lroyp: Dr. Willard, is it not true that in looking at these borderline
cases of relief recipients the figure in respect of the percentage of impact of
these cases would be so infinitesimal that it would not detract from the major
principles of the pension plan.

Dr. WiLLARD: I think that is true. If you look at it in terms of social objec-
tives, many of these people who are on relief and assistance who are in and
out of the labour force are going to get some kind of retirement protection when
it comes time for them to retire. They will have some modest benefit. On the
other hand, they have worked, have been employed, and are not different from
anybody else. If at the end of their working life they find that these years when
they were on relief were years of very low earnings, there is the 10 per cent
drop-out provision to take care of this consideration. So, from the point of view
of the unemployed person I think he would be anxious to go ahead, carry out
normal work, and make contributions the same as anyone else.

Mr. Lroyp: I am satisfied and I think most members of the committee are.

The CHARMAN (Mr. Cameron): Are there any further questions to be
directed to Dr. Willard? If not, at the request of Mr. Chatterton, Mr. Osborne
prepared a synopsis of selected income maintenance programs in Canada. They
are available now and I would ask that they be distributed. They are printed in
both English and French.

Would anyone care to make a motion that we have this information added
as an appendix to today’s proceedings?

Mr. CHATTERTON: I so move.

Mr. Basrorp: I second the motion.

The CHAIRMAN (Mr. Cameron): It has been moved by Mr. Chatterton and
seconded by Mr. Basford that the synopsis on selected income maintenance
programs in Canada prepared by our adviser, Mr. Osborne, be added as an
appendix to today’s proceedings. As I said, this documnet is available in both
languages. All those in favour of the motion? Opposed, if any?

Motion agreed to.



88 JOINT COMMITTEE

The CHAIRMAN (Mr. Cameron): I would also like to mention that the
Minutes of Proceedings and Evidence in English now have been printed and
these should be in the members’ boxes today.

Before proceeding with the next witness—

Mr. AIKEN: Mr. Chairman, I had indicated earlier that I had some questions
and I was waiting until the present subject had been exhausted.

The CHAIRMAN (Mr. Cameron): I am sorry. I asked if there were any
further questions and you did not mention that you had any at the time. But, go
ahead and put any questions that you wish at this time.

Mr. ATRKEN: Mr. Chairman, I wanted to refer to the escalation principles
that are contained in the present bill. Now, as I understand it, there is a wage
index and an escalation clause which allow the earnings to be upgraded in
accordance with an increase in the general wage index. Is that correct?

Dr. WiLLarD: That is correct.

Mr. AIKEN: So, up until the time a person starts to draw on the pension
plan there is an increase over that their earlier contributions were?

Dr. WiLLARD: Yes.

Mr. AIREN: Then, as I understand it, there is also an escalation clause
which comes into effect after the pension becomes payable, and that is the
cost of living index. Am I right in this connection?

Dr. WiLLARD: That is correct.

Mr. AIKEN: And, the cost of living escalation applies both to the old age
security factor—that is, the $75—as well as the pension itself.

Dr. WiLLARD: That is correct.

Mr. A1xEN: Then, would I be right in saying there are really three factors
of escalation in this present bill, any one of which can cause an increase in
the amount of benefit payable?

Dr. WiLLarp: Yes. There is the earnings index, which is used as a part
of the adjustment in earnings over the years so that the benefit is updated,
and the cost of living adjustment, which you mentioned. In the bill—the
pension index—is used for this cost of living adjustment. Both of these ad-
justment techniques relate to the earnings related part of the program, and
the pension index also is used in the old age security part. If you take the

program as a whole there are two types, an earnings adjustment and a cost of
living adjustment.

Mr. AIxeN: What I personally would like to know is where do the funds
come from which pay an increased allowance or an increased benefit over
and above what the contributor has paid? Where do these funds come from?
Who pays the additional amount?

Dr. WiLLARD: In the case of old age security, of course, this would have
to come from the three taxes that are provided under the 3-3-4 formula.

Mr. AIREN: I am sorry, I was not too specific. I really meant the pension
plan itself.

Dr. WiLLARD: When we come to discuss that program in detail later on we
can take a look at that aspect. It is a question of whether further adjustment
over the years is needed.

At the present time it looks as though the income we are going to get
from the old age security revenues—that is, from these three taxes will be
sufficient to meet the costs of the age adjusted factor—that is, reducing the
pension taken earlier than 70 which, will be an added cost in the initial
years—and also to take care of the cost of living provision.
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In the case of the earnings related pension plan, you have to take this
matter into account in setting the contribution rate. That is one thing. And, the
other thing that you have to bear in mind is that the pension index and the
earnings index are used to adjust the ceiling. You recall that the ceiling on
maximum pensionable earnings will be $5,000 for 1966-67, and then for eight
years ceiling is adjusted upward according to the cost of living or pension
index, and beyond that it is adjusted to the earnings index. As the ceiling
goes up the amount of money in contribution taken in increases. Thus you
have, particularly in the earlier years when the benefits being paid out are
goes up the amount of money in contributions taken in increases. Thus you
not too large, a situation where every time that ceiling goes up the contribu-
tions coming in are increased. So, between this consideration and how high
you decide to set the contribution rate you pay for the extra cost.

Mr. AIREN: Is there an interest factor involved in the question of contri-
butions? I am referring to the fact a person who pays a lower amount in
earlier years will be drawing a larger amount, if he takes advantage of the
escalation clause. Is there any interest factor at all involved in these calcula-
tions?

Dr. WiLLArRD: When we come to the actuarial report the chief actuary
will point out the various assumptions he has taken with respect to interest,
and you will note the fact that interest on the accumulated fund as a whole
is a factor. It means that over the long run the contribution rate can be lower
than it otherwise would be if there was no accumulation of reserves.

Mr. ATXEN: I have one more question along similar lines. It is a question
of principle that concerns me in respect of this escalation clause. I am referring
to the increase of the maximum earnings and the increase of benefits by reason
of both the wage index and cost of living index. Actually, this is built into
the plan as it now exists, and no one has any control over it. Is that a fair
statement to make?

Dr. WiLLARD: No, I would not say that. In deciding how you update pensions
you have to settle on some kind of formula. So far as the earnings index is
concerned this is one method of doing it. If you take, for example, the civil
service superannuation scheme, it is updated in another way; the last six years
or the six years of highest earnings are taken as a basis for calculating the
pension. If a civil servant has worked, say, for 47 years it is obvious that the
contributions on wages made in the earlier years, going back some decades,
have not the same relationship to the level of wages at the particular time
he is retiring. Some method of updating is needed. The earnings index is a
technique for doing this. Consideration had to be given to different ways this
might be done. The question had to be asked, would the last six years or the
last 10 years be taken or would an earnings index be adopted for this purpose?
They are techniques for updating the benefit. As in other schemes, they build
in some kind of provision to update the pension. Many other countries have
been using the cost of living adjustment as a means of updating pensions in
pay and in some cases as a means of updating the pension as an alternative
to an earnings index.

Hon. Mr. McCutcHEON: What do they use in the United States?
Dr. WiLLARD: I think in the United States it is the last 10 years.
Hon. Mr. McCuTcHEON: I beg your pardon.

Dr. WILLARD: I think the effect of the formula which is used in the United
States is that it gives you the last or best 10 years. But, I will check on that
point.

Hon. Mr. McCuTcHEON: Would you check and let us have that for the
record.
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¥ Mr. AIREN: I am concerned with the possibility of this particular principle
encouraging or supporting inflation. As you will realize, this particular plan
embraces pretty much the whole economy, and what I am trying to determine
is whether a slight upturn in inflation would bring about a similar upturn in
the pension plan, which would then require the whole economy to go with it
to give any equality to the whole system of welfare in Canada. This is a
general fear which I have and, if you wish to comment on it, I would be
pleased.

Dr. WiLLARD: Mr. Chairman, I think this particular question gets us into
the economic implications of the plan, and the proposal was we would set
aside a time when we could discuss this along with the economic study that
has been prepared.

Hon. Mr. McCuTcHEON: Is that study available now?

Dr. WiLLARD: No, Mr. Chairman, the study is not available. It will be
available when the Department of Finance officials appear.

Hon. Mr. McCutcHEON: If I may interject, surely we should have the
study at least 24 or 48 hours before we meet the officials of the Department
of Finance.

The CHAIRMAN (Mr. Cameron): I think that is a reasonable suggestion and
I am sure the steering committee will take your comments into consideration
when we are regulating the order in which we call our witnesses.

Mr. AIREN: Mr. Chairman, I would like to follow this up, and I will relate
it only to the plan we are involved in because we can leave for the time being
the relation it bears to the whole economy. But, it will be self-escalating
without the intervention of a further act of parliament or amendments to the
bill. It will follow the principle of automatic increase rather than be governed
by political considerations, if I could put it that way.

Dr. WiLLARD: Well, gentlemen, parliament is always here.
An hon. MEMBER: Yes, 12 months of the year.

Dr. WiLLARD: If at any time parliament decided to take a different approach
that could be done. If the fears which you may feel in this regard—and I do

not know what your views are—are such, this action can always be taken to

slow expenditures down. But, I do not share these fears. I think you have to
have some method of updating the pension, and this seems to be a logical way
~of doing-it; and a way of doing it that will not bring dire results.

" Mr. AIXEN: In other words, it is a built in system rather than one that is_
met from parliafient fo parliament?

oM Mr. Lroyp: If I could interject here, I would like to have this part of the
record straight. I think the distinction is between adding a formula generally
acceptable and which becomes an automatic escalation and something that is
determined by purely political whims and weather.

Mr. KNowLES: The minister pointed out the other day that these provisions
for escalation, particularly the cost of living escalation to the old age security
benefits, do not exclude the possibility of parliament making decisions in
respect of the flat rate. In effect, Dr. Willard has confirmed that.

Mr. Lroyp: That is in addition to. You do this in the light of some factual
information you presently have.

The CHAIRMAN (Mr. Cameron): May I suggest, Mr. Aiken, following Mr.
Willard’s comment on the trend of the questions put by you, you have asked
the general questions in respect of this now, and probably you might reserve
the more specific questions until representatives from the Department of
Finance are before the committee, when the economic report will be available.
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Since Mr. Aiken indicated he had some further questions I have also indi-
cations from other members to put questions. I have Mr. Gray, followed by Mr.
Moreau and Senator McCutcheon.

Mr. GRAY: Actually, Mr. Chairman, Mr. Aiken raised in part the point I
wanted to raise, the escalation factor.

The CHAIRMAN (Mr. Cameron): Mr. Gray, do you think you come under
that general observation, that we should delay that type of question until we
have representatives of the Department of Finance here, or is your question
along general lines?

Mr. AIKEN: On the same point, Mr. Chairman, I tried to narrow it down—
and I think Mr. Gray is about to do that as well—to the plan itself without
relating it to the general economy.

Mr. GRAY: Mr. Chairman, I accept your approach to the questioning and
I was phrasing my question on that basis. I am sure you will interrupt me if
you think I am raising general economic factors with regard to this interesting
area. But, am I not correct in assuming that by putting in a built-in method of
adjusting the pension to price changes we are not really doing the same thing
we have been doing from time to time through act of parliament.

Dr. WiLLARD: That is true, Mr. Chairman, and of course this is one addi-
tional advantage. From the point of view of the people who are participating
in the plan it ensures a measure of equity in making the adjustment. If you
look at the many different changes in the United States legislation or, indeed,
if you look at those made in our existing old age security program you will
note the fact that the changes are made one year rather than another year. In
an earning index adjustment you have a gradual automatic transition so that
you do not get anomalies and have some people saying: “If they had only
passed this particular legislation last year,” or “my neighbour down the street,
who is one year older or one year younger, is better off because this particular
decision was made at a particular time.” This automatic adjustment which is
built into the scheme ensures a measure of equity between groups and
individuals when these adjustments take place. Discrete or non-continuous
changes that are brought in at particular times result in many anomalies.

Mr. GrAY: Does it depend on what can be achieved through the workings
of a legislative time table? I am not asking you to criticize the legislative time
table of any government, but what you are saying is that this approach will
not make it dependant upon what the government feels it should or can pre-
sent to parliament at any particular time.

Dr. WiLLArD: I think the explanation I have given pretty well covers it.
It does provide a good means of taking care of adjustments which ensure a
measure of equity between the different people in the system. At the same
time the cost involved is taken care of in arriving at the cost of the program.
Finally, you have to have some method of updating a pension plan whether it
be the best six years as under the civil service scheme, or the best ten years,
or some other type formula. This is a method of achieving that.

Mr. MoreAaU: Would it be fair to make a distinction between two escalation
schemes. One would be the level of earnings adjustment which, as I understand
it, would be an attempt to relate pensions at retirement to the level of earnings
in the country, whereas the cost of living increment would be in order to
protect the pension levels which have been arrived at at the time of retirement
in future years. Would this not essentially be the distinction between the two?

Dr. WiLLaArD: Yes, that is correct. The earnings index really measures
increases in wages and therefore includes what you might say are increases in
productivity. To the extent that wages also reflect rises in prices, it has built
into it some price adjustment factor. The thought here is that if you are



92 JOINT COMMITTEE

attempting to update the pension, you are trying to keep it in line with the
changes in productivity and with changes in wage levels so that at the time the
person retires the benefit is related to the wage levels in the last several years
before he retires rather than those over the whole of his working life. On the
other hand, in the case of the pension index or cost of living adjustment where
you are dealing with pensions in pay you are making an adjustment for people
who have retired and who are trying to keep their benefit up to the level it was
in terms of prices at the time they retired.

/rﬁ Mr. MoreAU: Suppose we did not have this creeping inflation to which

| Senator McCutcheon referred—

| Hon. Mr. McCutcHEON: Which it is assumed will continue.

| Mr. MoREAU: It seems to me that if we had a reduction in the level of

460%,;’ earnings, we would also have a compensating reduction in pension benefits.

[ Some hon. MEMBERS: No.

[ Mr. Moreau: That was my impression of the cost of living index.

-

w“f' ; Dr. WiLLARD: The earnings index can go down. It is the cost of living or
| pension index that is only adjusted upwards. I do not think we should assume
| Vool 4 | that because our productivity is increasing that this is creeping inflation. This

| is the main factor involved in trying to keep the pension updated.

\ Mr. Moreau: That was my point. The earnings adjustment at the time of
retirement can work both ways. It can also go down if there is a decrease in
| productivity, the level of earnings in the country, and so on. I think it is very
important to have that distinction. This, perhaps, is the factor which might
apply to the greatest degree. There may be a major adjustment upwards or
| downwards based on the level of earnings, because as I understand it the
cost of living index is only an upward revision. I think we should make that
distinction fairly clear.

Dr. WiLLarD: If average wages drop, this fact goes into your pension system
and when benefits are paid out they are going to be related to what those
earnings are over the years. A decline in average wages means that the plan
will be paying less in benefits.

Mr. AikeN: If I am correct, it is an individual reduction in wages which
will be multiplied if there is a general reduction in wages, but will it apply
only to individual wage earners and not across the board, as will the cost of
living?

Dr. WiLLARD: No. I am speaking of the average wage. If it declines, your
average payment out of the plan is going to be less.

Hon. Mr. McCuTtcHEON: I can understand the necessity for keeping the '
pension, when it becomes payable, in relation to the wage level at that time;
that is the system that is used. There are various systems. Dr. Willard has
described one of them. By and large, they are actuarily predictable, but there
is a change in the adjustment to which Mr. Aiken and others have referred;
that is an adjustment to pensions as the individual starts to draw it down. As
somebody said here, it is a one way street, because the escalator only goes up.
Would Dr. Willard tell us what other countries have plans which escalate the
pensions once the amount of the pension has become determined at retirement
and what are the terms of such escalators, if any?

Dr. WiLLARD: I do not have all the material I might have in order to
answer that question at the moment, but I might provide some information.
Belgium has an automatic adjustment of pensions to 2.5 per cent changes in the
retail price index. Denmark has an automatic adjustment of pensions every
six months if there is a one per cent change in the retail price index. In
Finland, pensions are adjusted automatically for 5 per cent price changes.
In France there is an automatic adjustment of outstanding pensions to annual
changes in national average wages.
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Mr. MoNTEITH: Is that up and down?

Dr. WiLLARD: Yes, I believe so in the case of average wages. In West
Germany pensions are subject to annual revision which takes into account
changes in the “general base”’—national average wages in the last three years.
Luxembourg has an automatic adjustment of pensions for 5 per cent changes
in the cost of living index. The Netherlands has an automatic half yearly
adjustment of all pensions for each 3 per cent change in the wage index.
In Sweden, the universal and supplementary benefits are determined from
“base” and “minimum” amounts which in turn are adjusted for price changes.

Hon. Mr. McCuTcHEON: I would like to know about the United Kingdom
and particularly the United States.

Dr. WiLLARD: The system followed in the United States has been to adjust
their program periodically. We could provide material to show the number
of changes over the years in an effort to keep it in line; there have been a
considerable number of amendments.

Hon. Mr. McCuTcHEON: I would be interested in that.

Mr. MoreAau: When you referred to 5 per cent changes in the cost of
living, these are maximum adjustment rather than minimum. I believe.

Dr. WiLLaArD: I think in the case of Finland where I mentioned 5 per
cent, they probably wait until it has reached that percentage change before
they make the adjustment. I can check on that point.

Mr. MoreAau: I think we should have that information.

Mr. Lroyp: If Dr. Willard is going to compile statements in respect of
practices in other countires, in order for it to be meaningful, I think we
should ask him to include a general statement in respect of the practice of
private pension funds and have information with regard to whether there
are any escalator clauses built into private pension plans in anticipation of
inflation, or anything of that sort.

Dr. WiLLARD: We will take a look at it.

Mr. Lroyp: I think we should have the comparison in respect of private
plans in Canada as well as a comparison with other government plans.

Mr. RuEAuME: May I ask a few questions about the administrative aspects
of this?

Mr. KNowLES: Before you do so, may I ask whether we could be provided
with tables showing what has happened to three things, the cost of living, the
wage level and the gross national product, starting in 1927. I mention that
year because it is the year in which the first old age pension came into effect.

Hon. Mr. McCuTcHEON: Could we add another column relating the gross
national product to the population?

Mr. RukauME: I would like to ask a few questions about the administra-
tive aspects of this program. It is to be administered totally by the federal
government, except in those cases where a province may choose to operate
its own scheme?

Dr. WiLLARD: Yes.

Mr. RHEAUME: Approximately how many new employees already have
been required, and how many will be required to get the plan implemented?

Can you give me a rough idea? .

A

Dr. WiLLARD: It would be easier for me to speak in terms of cost rather | " o
than in terms of staff. As I recall it, for the first year we have estimated |~
that administrative expenditures would be something in the order of $7 or $8 /

millions and that by the time it has operated for ten years it would be up
around $17 million or $18 million. The chief actuary in his report used one!
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tenth of one per cent as an estimate of the administrative cost. These detailed
estimates of costs which we have made, by adding together the estimated
costs in the different departments, show that we are well within that per-
centage. For instance, I think we were at $17 million at the end of ten years,
| only slightly below his estimate while in the earlier years our figures are much
| lower than the actuary shows. For a general rule the actuary has taken one

{ tenth of one per cent of contributory earnings.

e Mr. REEAUME: How does this compare to your administrative costs now on
a program such as the old age security program? How did you get one tenth
of one per cent?

Dr. WiLLARD: I believe the actuary used the experience under the old age
survivors insurance program in the United States as a guide in his estimate.
The other way we went about it was to have each department try to estimate
what its particular cost would be. When we come to a discussion of the ad-
ministrative sections of the Bill, I will have that material for you. Our costs
are lower than you might expect, because in most instances it is an extension
of existing operations. For instance, the Department of National Revenue will
look after coverage and collection aspects. Coverage is very broad and this has
both positive and negative results in terms of administrative cost, but the use
of this administrative machinery is merely an extension of existing operations.
In the case of the provision of benefits, as you know we have, for the admin-
istration of old age security, an office in each provincial capital city. In the
early years these regional offices with some additional staff will be able to
handle the benefit load across the country. As that increases, we may have to
open up offices in other major centres. Then, in the case of the index, that is
maintained for social insurance numbers and cards it will merely be an addi-
tion to the work now being carried on by the Unemployment Insurance Com-
mission. So, the administrative costs, compared to the magnitude of the pro-
gram, are going to be, I would say, quite modest.

Mr. REHEAUME: I will not ask any more specific questions, but when we
are getting into the specialized question I wonder whether your officials would
also provide information in respect of the current cost of the old age security
program, and the cost of administering the old age assistance program, includ-
ing the provincial cost of administration. I believe the provinces administer
the program.

Dr. WiLLARD: It may be a little more difficult for me to obtain the ad-
ministrative costs of the provinces, but certainly we can do it in respect of the
federal government.

Mr. RHEAUME: Even if you could guess, it would be helpful.

Dr. WiLLARD: Some provinces would like us to share the provincial ad-
ministrative costs, and I would hesitate to ask them.

Mr. RHEAUME: I think you will agree that the administrative costs of the
old age assistance program of the provinces, speaking from your knowledge of
the way it works, with the application of the means test, and proof of death
and all the rest of it, run into a pretty substantial amount. One tenth of one
per cent is indeed a miraculously low administrative cost. I think it would be
helpful to the committee to have this data.

Dr. WiLLarp: Yes, I think we have that material.

Mr. RHEAUME: Because it is a federal program the costs of proof of dis-
ability would be totally borne by the federal authorities.

Dr. WiLLARD: The disabled would benefit under the pension plan.
Mr. RHEAUME: I mean under these provisions.
Dr. WiLLARD: Yes.
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Mr. REEAUME: It would include the cost of medical examinations, the
transportation to medical centres, and so on.

Dr. WiLLARD: Yes.

Mr. RHEAUME: I think we ought to be told what the cost would be to
establish medical eligibility for the disability provisions.

Dr. WiLLARD: Oh, well, this is a point which I think we would have to
discuss when we come to that clause in the Bill. I think this is the kind of
thing which would be dealt with in regulations. We would have to consider
the most effective way of carrying out the disability test, or the medical tests
for disability.

Mr. RHEAUME: I shall leave the question until we get to that clause.

Dr. WiLLARD: We do have federal physicians who are involved in the dis-
ability allowance program and who work with the provincial doctors in carry-
ing out the disability test at the present time.

The CHAIRMAN (Mr. Cameron): Now, Mr. Chatterton.

Mr. CHATTERTON: I do not remember if there is any provision for residence
requirements.

Dr. WiLLARD: No. Residence is usually required under social assistance and
flat rate benefit programs. This program does not involve a residence require-
ment.

The CHAIRMAN (Mr. Cameron): Are there any further questions of Dr.
Willard? If not, there are two or three small matters, following which, if the
committee is agreeable, we may call upon Mr. Thorson.

I have a memorandum of agreement between the government whip and
the opposition whip that during the continuation of the flag debate there be
no afternoon or evening sittings while the house is in session. I would be
pleased to receive a motion one way or another.

Mr. ScorT: You say there will be no sittings?

The CHAIRMAN (Mr. Cameron): The agreement is that there be no meet-
ings of this committee during the afternoon and evening sittings while the
house is in session, during the continuation of the so called flag debate.

Mr. ScorT: I cannot think of a better time to have them.

Mr. Mungro: I wonder if that suggestion could be tabled and referred to
the steering committee, and that in the meantime further discussion could be
had with the whip on the matter, since this is a procedural matter, and since
it seems to be an area for discussion by the steering committee?

The CHAIRMAN (Mr. Cameron): Mr. Munro suggests that it be referred to
the steering committee. What is your opinion of that suggestion?
Mr. Mungro: I so move.

Mr. KNowLES: Did the whips indicate how long the flag debate is going to
last?

The CHAIRMAN (Mr. Cameron): No, they did not. It may be that there
will be a change as we go along, because I think all members are interested in
getting right down to the meat of this particular bill. May we have a motion?

Mr. BAsrForD: I second Mr. Moreau’s motion.

The CHAIRMAN (Mr. Cameron): The motion is that the matter be referred
to the steering committee.

Mr. ScorT: May we not consider and decide upon it right now?

Mr. Munro: The only reason I suggested the steering committee was that
it could be ascertained to what extent any agreement had been made with the

whips of the other parties; and if any such agreements had been made, whether
21650—3
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it would be possible so far as the Canada pension plan committee is concerned
that an exception might be made. That is the only reason. If you wish to have
an over-all decision by the committee, perhaps it might be made at the next
meeting of the committee, after the steering committee has had a chance to deal
with it.

Mr. Basrorp: Before it goes to the steering committee I can see absolutely
no reason why this committee should not sit while the house is sitting. Surely
the whole process of parliament should not come to a halt during the flag
debate.

The CHAIRMAN (Mr. Cameron): I simply submitted it to the committee. I
do not think it is up to me to make a decision. I may have the right to do so,
but I do not feel I should make that decision.

Mr. KNowLES: Mr. Munro referred to a possible agreement between the
government whip and other party whips. Let me say that I am not guilty. There
has been no discussion about this matter with me.

The CHAIRMAN (Mr. Cameron): We have the motion, moved by Mr. Moreau
and seconded by Mr. Basford, that the problem be referred to the steering
committee. All those in favour of the motion? Those opposed?

Motion agreed to.

The clerk tells me that we have quite a bit of correspondence accumulated
in the last few days. I would like to have a meeting of the steering committee,
and I would be glad—since most of the members are here—if you would sug-
gest an hour when it would be convenient to meet in my office.

Mr. MonTEITH: Can we not meet this afternoon here at 3.45?

The CHAIRMAN (Mr. Cameron): That is the arrangement at the present
time.

Mr. AIKEN: Since we have been sitting for two and one quarter hours, and
since Dr. Willard has concluded his preliminary evidence, may we not adjourn
at this time?

The CHAIRMAN (Mr. Cameron): I was coming to that question shortly.
But I thought we should consider these other matters first. When can the
steering committee meet?

Mr. RHEAUME: If we adjourned now, perhaps we could take 10 minutes, and
I so move.

The CHAIRMAN (Mr. Cameron): Well then, I have arranged for this com-
mittee room to be available tomorrow morning, and this afternoon, and Thurs-
day morning, and Thursday afternoon, and I would point out to you that this is
the caucus room of the Progressive Conservative party and we have to terminate
our proceedings shortly before 11 o’clock tomorrow morning.

Mr. MonNTEITH: It is silly to try to have a meeting tomorrow morning.

Hon. Mr. McCuTtcHEON: There is to be a very important Senate meeting
tomorrow morning at 9.30. I think we should not sit on Wednesday.

The CHAIRMAN (Mr. Cameron): There is no arrangement, but if the com-
mittee does not wish to sit tomorrow, I would be glad to receive a motion to that
effect.

Mr. KNOowWLES: I thought we had referred this matter to the steering com-
mittee.

The CHAIRMAN (Mr. Cameron): This has to do with whether we sit to-
morrow morning. The house is not in session tomorrow morning, but certain
important committees are meeting, and there was the suggestion made that some
members could not be present.




CANADA PENSION PLAN 97

Mr. MOREAU: Meetings are convened at the call of the Chair. I suggest you
have a discussion with the steering committee and get the consensus of opinion
and call the next meeting on that basis.

The CHAIRMAN (Mr. Cameron): If that is agreed, then very well.

21650—3}
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APPENDIX “A"

SELECTED INCOME MAINTENANCE PROGRAMS IN CANADA
Federal Programs
OLD AGE SECURITY

The Old Age Security Act of 1951, as amended, provides a universal
pension of $75 a month payable by the Federal Government to all persons
aged 70 or over, subject to a residence qualification. The rate was raised from
$65 to $75 a month effective October 1, 1963. To qualify for pension a person
must have resided in Canada for ten years immediately preceding its com-
mencement or, if absent during that period, must have been actually present
in Canada prior to it for double any period of absence and must have resided
in Canada at least one year immediately preceding commencement of pension.
Payment of pension may be continued for any period of residence outside
Canada if the pensioner has resided in Canada for at least 25 years after
attaining the age of 21 or, if he has not, it may be continued for six consecutive
months exclusive of the month of departure from Canada. The program is
administered by the Department of National Health and Welfare through
regional offices located in each provincial capital.

TABLE 1—OLD AGE SECURITY STATISTICS, BY PROVINCE, YEARS ENDED
MARCH 31, 1961 TO 1964

Net Net
Pensions Pensions
Pensioners  Paid during Pensioners  Paid during
Province and Year in March Fiscal Year Province and Year in March Fiscal Year
No. $ No. $
Newfoundland..... 1961 17,379 11,354,705 Manitoba........... 1961 55,278 36,088,676
1962 17,801 11,947,626 1962 56, 567 38,085,361
1963 18,184 14,013,832 1963 57,692 44,617,405
1964 18,477 15,376,636 1964 58,850 48,874,928
Prince Edward
[P Bl R 1961 7,492 4,944,372 Saskatchewan.,..... 1961 57,175 37,572,791
1962 7,603 5,151,999 1962 58,436 39,621,029
1962 7,635 5,962,922 1963 59,690 46,334, 646
1964 7,792 6,493,258 1964 60, 587 50,751,907
Nova Scotia....... 1961 41,919 27,610,488 Alberta............. 1961 60,708 39, 688,023
1962 42,572 28,895, 584 1962 62, 658 42,276,129
1963 43,583 33,817,492 1963 64,286 49,787,140
1964 44,424 37,063,710 1964 65,746 54,835,096
New Brunswick. . .1961 30,732 20,350,402 British Columbia...1961 115,157 75,451,417
1962 31,316 21,291,111 1962 117,815 79,622,315
1963 31,935 24,858,331 1963 120,678 93, 362, 860
1964 32,592 27,247,749 1964 122,732 102,639, 328
Yukon and North-
Queboe: il LuEE, 1961 191,136 124,321,715 west, Territories...1961 626 405,012
1962 196,827 131,711,372 1962 656 439,865
1963 202,405 155,359,915 1963 676 524,445
1964 207,917 171,996,794 1964 680 564,696
Ontario. i . i 1961 327,304 214,625,682 Canada............. 1961 904,906 592,413,283
1962 335,339 226,065,413 1962 927,590 625,107,804
1963 344,002 265,742, 644 1963 950,766 734,381,632

1964 352,004 292,547,198 1964 971,801 808,391,300
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The pension is financed on the pay-as-you-go method through a 3 per cent
sales tax, a 3 per cent tax on corporation income and, subject to a limit of
$120 a year, a 4 per cent tax on taxable personal income. Yields from these
taxes are paid into the Old Age Security Fund; if they are insufficient to meet
the pension payments, temporary loans or grants are made from the Consoli-
dated Revenue Fund.

Persons in receipt of old age assistance who reach age 70 are automatically
transferred to old age security. Others make application to the regional offices.
Recipients of old age security who are in need may receive supplementary aid
under general assistance programs in the provinces. Where the amount of
aid is determined through an individual assessment of need, which takes the
recipient’s requirements and resources into consideration, the Federal Govern-
ment may share in it under the Unemployment Assistance Act.

TABLE 2—OPERATIONS OF THE OLD AGE SECURITY FUND, FISCAL YEARS
NDED MARCH 31, 1960 to 1964

Item 1960 1961 1962 1963 1964
$ $ 3 $ $
Revenue:
Sales Tax... 270,000,055 270,231,478 284,879,239 302,238,927 331,760,067

Corporatlon Income Tax. 91,336,000 103, 500,000 100,125,000 115,250,000 115,750,000
Individual Income Tax. 185,550,000 229,400,000 258,950, 000 273,650,000 302, 600, 000
Grant from Consolidated

Revenue Fund......... — — - — —
Loan from Consolidated

Revenue Fund......... 28,000, 991 — — 41,679,066 58,281,233

Total Revenue....... 574,887,046 603,131,478 643,954,239 732,817,993® 808,391,300
Expenditure:

Benefit Payments........ 574,887,046 592,413,283 625,107,804 734,381,632 808,391,300

Excess of Revenue over
Benefit Payments........ — 10,718,195®™ 18,846,435 — —

() Applied to repayment of loan from consolidated revenue fund, leaving a net loan of $17,282,796.

@Of this sum, $17,282,796 was applied to repayment of loan from consolidated revenue fund leavmg a
balance in the old age security fund, March 31, 1962, of $1,563,639.

The total of this figure and the balance carried forward from the previous fiscal year equals the
benefit payments.

FaMILY ALLOWANCES

The Family Allowances Act of 1944 is designed to assist in the provision of
equal opportunities for all Canadian children. The allowances do not involve
a means test and are paid from the federal Consolidated Revenue Fund. They
do not constitute taxable income but there is a smaller income tax exemption
for children eligible for the allowances.

Allowances are payable in respect of every child under the age of 16
years who was born in Canada, or who has been a resident of the country for
one year, or whose father or mother was domiciled in Canada for three years
immediately prior to the birth of the child. Payment is made by cheque each
month, normally to the mother, although any person who substantially main-
tains the child may be paid the allowance on his behalf. Allowances are paid
at the monthly rate of $6 for each child under 10 years of age and $8 for each
child aged 10 or over but under 16 years. If the allowances are not spent for
the purposes outlined in the Act, payment may be discontinued or made to
some other person or agency on behalf of the child. Allowances are not payable
for any child who fails to comply with provincial ' school regulations or on
behalf of a girl who is married and under 16 years of age. The program is
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administered by the Department of National Health and Welfare through
regional offices located in each provincial capital. A Regional Director for the
Yukon and Northwest Territories is located at Ottawa.

In his 1964 Budget Speech the Minister of Finance announced that the
government would propose that family allowances be paid in respect of children
aged 16 and 17 who are attending full-time educational or training courses.
These allowances would be in the amount of $10 a month and would be payable
12 months a year.

The Federal Government pays family assistance, at the rates applicable for
family allowances, for each child under 16 years of age resident in Canada
and supported by an immigrant who has landed for permanent residence in
Canada, or by a Canadian returned to Canada to reside permanently. The
assistance, which is payable monthly and for a maximum period of one year,
is not payable for a child eligible for family allowances.

TABLE 3—FAMILY ALLOWANCES STATISTICS, BY PROVINCE, YEARS ENDED
MARCH 31, 1961 TO 1964

Families Children Average Average Net
Receiving for Whom Number of Allowance® Total
Allowance Allowance Children —————— Allowances
in Paid in per Family  Per Per  Paid during
Province and Year March March in March Family Child Fiscal Year
No. No. No $ $ $
Newfoundland............. 1961 64,464 201,512 3.12 20.91 6.69 15,960,416
1962 65,705 204,855 3.12 20.87  6.69 16,336,849
1963 66, 657 207,120 333 .20.80  6.70 16,562, 083
1964 67,635 209,180 3.09 20.75  6.71 16,747,021
Prince Edward Island...... 1961 13,877 38,938 2.80 18.92 6.74 3,124,017
1962 14,190 39,931 2.81 18.98  6.74 3,204,881
1963 14,344 40,423 2.82 18.99  6.74 3,259,952
1964 14,377 40,524 2.82 19.05 6.76 3,274,057
NovaSeoti: wioom sl 1961 104,972 266, 629 2.54 17.01 6.70 21,241,829
1962 105,868 271,036 2.56 17.14  6.70 21,623,655
1963 106,018 271,476 2.56 17.14 6.69 21,838,772
1964 105, 754 271,336 2.57 17.20 6.70 21,790,680
New Brunswick............ 1961 82,440 236,379 2.87 19.25 6.71 18,877,745
1962 83,014 239,340 2.88 19.41 6.73 19,222,615
1963 83,272 239, 507 2.87 19.33 6.72 19,340,514
1964 82,711 237,093 2.87 19.29 6.73 19,198,184
eber. s S e 1961 722,592 1,937,918 2.68 17.99  6.71 154,185,288
1962 739,126 1,976,677 2.67 17.96 6.71 157,712,911
1963 752,413 1,999,894 2.66 17.87  6.72 160,299,079
1964 766,364 2,017,190 2.63 17.74  6.74 162,172,423
ORtariol il 1961 913,025 2,065,618 2.26 15.08 6.67 162,610,724
1962 929,461 2,133,116 2.29 15.32  6.68 168,442,100
1963 939,314 2,172,643 2.31 15.44  6.68 172,711,354
1964 949,955 2,209,982 2.33 15.56  6.69 175,544,729
MR GObRS I e it 1961 130,743 308,447 2.36 15.71 6.66 24,384,595
1962 132,338 315,238 2.38 15.94  6.69 25,065,334
1963 132,937 319, 564 2.40 16.07 6.69 25,523,719
1964 133,015 321,413 2 .41 16.17  6.69 25,727,440
Saskatchewan............. 1961 131,830 325,020 2.46 16.46 6.68 25,848, 509
1962 131,975 329,681 2.50 16.70  6.69 26,313,109
1963 131,066 331,394 2.53 16.89  6.68 26,539,801
1964 131,240 333,051 2.53 16.97  6.69 26, 650,259
ATBerda. i 3% st T 1961 199,278 477,417 2.39 15.89 6.63 37,365,329
1962 204,698 496,712 2.43 16.13  6.65 38,928,125
1963 208, 646 509,805 2.44 16.29 6.67 40,315,733
1964 211,105 519,140 2.46 16.47 6.70 41,227,721

(1) Based on gross payment for March.
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TABLE 3—FAMILY ALLOWANCES STATISTICS, BY PROVINCE, YEARS ENDED
MARCH 31, 1961 TO 1964 (Concluded)

Families Children Average Average Net
Receiving for Whom Number of Allowance® Total
Allowance Allowance Children ——— Allowances
in Paid in per Family  Per Per  Paid during
Province and Year March March in March Family Child Fiscal Year
No. No. No. $ $ $
British Columbia.......... 1961 233,801 523,637 2.24 14.99 6.69 41,433,470
1962 236, 646 538,934 2.28 15.24 6.69 42,687,279
1963 239,496 550, 380 2.30 15.40 6.70 43,834,184
1964 242,789 561,174 2.81 15.51 6.71 44,172,129
Yukon and Northwest Ter-
PHORIOBT . te i vovid o toiiiinio e 1961 3,908 15,619 2.64 16.82  6.36 1,159,725
1962 6,296 16,767 2.66 17.04 6.40 1,244,335
1963 6,582 17,674 2.68 17.03 6.34 1,341,158
1964 6,237 16,074 2.58 17.21 6.68 1,267,581
CANADA: ... 5, 1961 2,602,930 6,397,134 2.46 16.42 6.68 506,191,647
1962 2,649,317 6,562, 287 2.48 16.58 6.69 520,781,193
1963 2,680,745 6,659,880 2.48 16.63 6.69 531,566,349
1964 2,711,272 6,736,157 2.48 16.67 6.71 538,312,224

(1) Based on gross payment for March.,

Federal Provincial Programs
OLD AGE ASSISTANCE

The Old Age Assistance Act of 1951, as amended, provides for federal
reimbursement to the provinces for assistance to persons aged 65 or over who
are in need and who have resided in Canada for at least ten years or who,
if absent from Canada during this period, have been present in Canada prior
to the commencement of the ten-year period for double any period of absence.
On reaching age 70 a pensioner is transferred to old age security. The federal
contribution may not exceed 50 per cent of $75 a month or of the assistance
paid, whichever is less. Prior to December, 1963, the maximum rate of assistance
in which the Federal Government would share was $65 a month. The province
administers the program and, within the limits of the federal Act, may fix the
amount of assistance payable, the maximum income allowed and other condi-
tions of eligibility. All provinces use a maximum payment of $75 a month and
the income limits set out below. In May 1964 the Yukon and Northwest
Territories were using a maximum payment of $65.

For an unmarried person, total income allowed, including assistance, may
not exceed $1,260 a year. For a married couple it may not exceed $2,200
a year or, when the spouse is blind within the meaning of the Blind Persons
Act, $2,580 a year. Assistance is not paid to a person receiving an old age
security pension or an allowance under the Blind Persons Act, the Disabled
Persons Act, or the War Veterans Allowance Act.

Recipients of old age assistance who are in need may receive supplementary
aid under general assistance programs in the provinces. Where the amount of
aid is determined through an individual assessment of need, which takes the
recipient’s requirements and resources into consideration, the Federal Govern-
ment may share in it under the Unemployment Assistance Act.



102 JOINT COMMITTEE

TABLE 4—OLD AGE ASSISTANCE STATISTICS, BY PROVINCE,
YEARS ENDED MARCH 31, 1961 to 1964

A Average P.C. of Federal
Recipients Amount of Recipients to Government
in Month Monthly Population Contribution

Province and Year of March Assistance Age 65-69  during Year
No. $ $

Newtoondland .o il 33 a i suetD i 1961 5,342 52.78 55.07 1,707,883
1962 5,184 52.42() 52.90 1,672,510

1963 5,187 63.00 52.93 1,987,213

1964 5,081 62.79 51.85 1,945,021

Prince Edward Island...................... 1961 801 47.07 22.25 216,870
1962 897 49.07(b) 24.92 248, 608

1963 1,037 60.35 28.86 375,350

1964 1,130 60.38 31.39 394,947

Nowa Seokia i buid Sl R b s i 1961 5,395 48.72 25.33 1,608,129
1962 5,248 51.76() 24.64 1,569,348

1963 5,421 59.76 25.45 2,007,871

1964 5,509 69.11 25.99 2,084,088

New BrongWwick. .. .. ios sutids 0as o v s e 1961 5,555 51.15 34.29 1,746,572
1962 5,421 62.42(0) 33.46 1,760,484

1963 5,491 61.58 33.90 2,065,950

1964 5,447 70.96 33.83 2,121,388

EPHOR0 s VA Vi TR A e i D 1961 35,441 51.43 30.32 10,977,319
1962 34,615 50.84(M) 28.94 10,896, 302

1963 37,086 61.48 31.01 13,793,745

1964 38,206 60.96 31.16 13,860,075

N Loy B S IRPARR PR vl e LS i U5 B e e 1961 22,736 48.92 12.62 6,629,557
1962 22,868 58.24 () 12.54 6,903,031

1963 23,925 58.80 13.12 8,458,293

1964 25,197 67.59 13.61 9,134,698

Manrtoha . Lol o DN e R R 1961 5,008 51.40 18.08 1, 600, 650
1962 5,082 62.11(») 18.09 1,652,229

1963 5,448 60.83 19.37 2,001, 606

1964 5,436 70.06 19.35 2,105,940

Sankatchewan', 4. &AL A e 1961 5,727 50.06 20.31 1,769,635
1962 5,760 50.47() 20.79 1,761,661

1963 5,866 59.63 21.18 2,220,539

1964 5,549 68.59 20.18 2,151,490

ATt 0 . e = A I R R A 1961 6,584 49.90 20.77 2,008,821
1962 6,494 50.08() 20.23 2,000,956

1963 6,479 60.30 20.18 2,523,720

1964 6,644 69.56 20.32 2,559,785

British-Cotrmbigs o0 S0 SR AL 1961 7,322 51.42 14.41 2,332,521
1962 7,189 51.64(2) 14.32 2,283,927

1963 7,039 62.26 14.02 2,675,207

1964 6,864 72.01 13.70 2,781,892
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TABLE 4—OLD AGE ASSISTANCE STATISTICS, BY PROVINCE,
YEARS ENDED MARCH 31, 1961 to 1964 (Continued)

Average P.C. of Federal

Recipients Amount of Recipients to Government

in Month Monthly Population Contribution

Province and Year of March Assistance Age 6569  during Year

No. $ 3

RO R ORTTEOLY - = ke 1ve o iialats Mo aiata s o he 47 1961 48 54.42 24.00 15,957
1962 46 54,39(b) 23.00 15,507
1963 34 64.47 17.00 15,287
1964 31 65.00 15.50 12,113
Northwest Territories..............c.c..... 1961 135 52.22 45.00 43,482
1962 140 53.83(e) 46.67 46,021
1963 144 63.36 48.00 54,275
1964 147 64.40 49.00 56,744
LT T AT i WIS PR e R 1961 100,184 50.56 20.57 30,657,396
; 1962 98,944 53.87(d) 20.14 30,810, 585
1963 103,159 60.68 21.00 38,179,057
1964 105,241 65.72 21.16 39,208, 181

(2) The increase in the maximum assistance rate from $55 to $65 a month was effective in these provinces
from April 1, 1962.

(b) The effective date for the increase from $55 to $65 a month in the maximum assistance rate was
February 1, 1962 in these jurisdictions but not all of them had made the adjustments by March 31, 1962.

v (o) The effective date of the increase from $55 to $65 a month in the maximum assistance rate was
v 1, 1962,

(&) The average monthly assistance was $61.09 for June 1962, the first month for which an average based
on the maximum of $65 a month was computed.

ALLOWANCES FOR BLIND PERSONS

The Blind Persons Act of 1951, as amended, provides for federal reimburse-
ment to the provinces for allowances to blind persons aged 18 or over who are
in need and who have resided in Canada for at least ten years. The federal
contribution may not exceed 75 per cent of $75 a month or of the allowance paid,
whichever is less. Prior to December 1963, the maximum allowance in which
the Federal Government would share was $65 a month. The province administers
the program and, within the limits of the federal Act, may fix the amount of
allowance payable and the maximum income allowed. All provinces use a
maximum payment of $75 a month and the income limits set out below. In May
1964 the Yukon and Northwest Territories were using a maximum payment
of $65.

To qualify for an allowance a person must meet the required definition of
blindness and have resided in Canada for ten years immediately preceding
commencement of allowance or, if absent from Canada during this period, must
have been present in Canada prior to its commencement for a period equal to
double any period of absence. For an unmarried person, total income including
the allowance may not exceed $1,500 a year; for a person with no spouse but
with one or more dependent children, $1,980; for a married couple, $2,580. When
the spouse is also blind, income of the couple may not exceed $2,700. Allowances
are not payable to a person receiving assistance under the Old Age Assistance
Act, an allowance under the Disabled Persons Act or the War Veterans Allow-
ance Act, a pension under the Old Age Security Act or a pension for blindness
under the Pensions Act.

Recipients of blindness allowances who are in need may receive supple-
mentary aid under general assistance programs in the provinces. Where the
amount of aid is determined through an individual assessment of need, which
takes the recipient’s requirements and resources into consideration, the Federal
Government may share in it under the Unemployment Assistance Act.
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TABLE 5—STATISTICS OF ALLOWANCES FOR THE BLIND, BY PROVINCE,
YEARS ENDED MARCH 31, 1961 to 1964

Average P.C.of Federal
Recipients Amount Recipients to Government
Province and Year in Month of Monthly  Population Contribution
of March Allowance Age 2069  during Year
No. $ $
Newfoundland. -5 L0 L e e mralics 1961 422 54.40 0.206 208,131
1962 429 54.40(») 0.204 208,816
1963 429 63.70 0.200 247,377
1964 436 63.66 0.204 246,924
Prince Edward Island...........cocvinine. 1961 81 53.63 0.160 39,764
1962 80 63.13(®) 9.157 40,168
1963 83 63.21 0.162 47,103
1964 79 64.43 0.155 46,778
NOTABeotan. . .o b s g or s R 1961 786 53.40 0.210 380,911
1962 771 63.74() 0.205 386,325
1963 792 63.08 0.208 450,275
1964 775 73.00 0.204 468,866
New: Brunswiek: . . (5 .\ o2 s sbe e ettt s od s 1961 696 53.84 0.243 341,686
1962 697 64.24®) 0.241 349,237
1963 701 63.79 9.241 410,317
1964 679 73.77 0.233 418,037
Onebec. . st o sl e R S e s 1961 2,949 53.90 0.108 1,456,779
1962 2,901 53.59(b) 0.104 1,412,002
1963 2,891 63.74 0.102 1,662,937
1964 2,855 63.65 0.100 1,642,869
Ontarie. .. % Sl s e Ll e L b 1961 1,845 50.51 0.053 840,964
1963 1,846 57.94®) 0.053 836, 687
1963 1,877 58.73 0.053 992,300
1964 1,902 67.59 0.054 1,045,329
I anibonaw ) o L0 LG A O B el 1961 380 53.23 0.077 187,226
1962 378 62,93 0.076 188,335
1963 379 68.80 0.075 214,163
1964 383 72.67 0.076 230,264
Saskatehewnny .. 3w Lo s DN i 1961 409 53.20 0.085 196,185
1963 406 53.03() 0.085 193,308
1963 422 63.18 0.089 240,693
1963 406 71.51 0.086 246,010
LT g O e S R AL D e S s S B 1961 461 52.82 0.066 220,820
1962 454 53.17() 0.063 222,545
1963 463 63.53 0.063 271,516
1964 465 72.65 0.064 278,014
British Colambia ).l [ i Toi bt s 1961 568 53.26 0.064 269,049
1962 563 53.47(=) 0.062 270,365
1963 547 64.04 0.060 319,457
1964 551 73.93 0.060 335,593
R lon Mertabory.. L o i h s Sies s it Sl 1961 3 55.00 0.036 1,485
1962 3 55.00» 0.036 1,485
1963 4 65.00 0.049 2,239
1964 4 65.00 0.049 1,999
Northwest Territories.........oevueeean.n. 1961 42 50.71 0.356 18,833
1962 45 52.11(e 0.372 ,580
1963 46 59.13 0.393 23,452
1964 46 64.14 0.393 27,214
A g o e 1961 8,642 52.97 0.089 4,161,833
1962 8,573 56.78(d) 0.087 4,129,852
1963 8,634 62.50 0.087 . 4,881,829
1964 8,581 68.12 0.086 4,987,897

(a) The increase in the maximum rate of allowanse from $55 to $65 a month was effective in these pro-
vinces from April 1, 1962. 4

(b) The effective date for the increase from $55 to $65 a month in the maximum rate of allowance was
February 1, 1962 in these jurisdictions but not all of them had made the adjustments by March 31, 1962.
s (e) The effective date of the increase from $55 to $65 a month in the maximum rate of allowance was

uly 1, 1962.

(@) The average monthly allowance was $62.65 for June 1962, the first month for which an average

based on the maximum of $65 a month was computed.
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ALLOWANCES FOR DISABLED PERSONS

The Disabled Persons Act of 1954, as amended, provides for federal reim-
bursement to the provinces for allowances paid to permanently and totally
disabled persons age 18 or over who are in need and who have resided in Canada
for at least ten years immediately preceding commencement of allowance or, if
absent from Canada during this period, have been present in Canada prior to
its commencement for a period equal to double any period of absence. To qualify
for an allowance a person must meet the definition of permanent and total
disability set out in the Regulations to the Act which requires that a person
must be suffering from a major physiological, anatomical or psychological
impairment, verified by objective medical findings; the impairment must be
one that is likely to continue indefinitely without substantial improvement and
that will severely limit activities of normal living. The federal contribution
is 50 per cent of $75 a month or of the allowance paid, whichever is less. Prior
to December 1963, the maximum allowance in which the Federal Government
would share was $65 a month. The province administers the program and, within
the limits of the federal Act, may fix the amount of allowance payable, the
maximum income allowed and other conditions of eligibility. All provinces
use a maximum payment of $75 a month and the income limits set out below.
In May 1964, the Yukon and Northwest Territories were using a maximum
payment of $65.

For an unmarried person, total income including the allowance may not
exceed $1,260 a year. For a married couple the limit is $2,220 a year except
that if the spouse is blind within the meaning of the Blind Persons Act, income
of the couple may not exceed $2,580 a year. Allowances are not paid to a
person receiving an allowance under the Blind Persons Act or the War Veterans
Allowance Act, assistance under the Old Age Assistance Act, a pension under
the Old Age Security Act, or a mother’s allowance.

The allowance is not payable to a patient in a mental institution or
tuberculosis sanatorium. A recipient who is resident in a nursing home, an
infirmary, a home for the aged, an institution for the care of incurables, or a
private, charitable or public institution is eligible for the allowance only if
the major part of the cost of his accommodation is being paid by himself or
another individual. When a recipient is required to enter a public or private
hospital, the allowance may be paid for no more than two months of hospitaliza-
tion in a calendar year, excluding months of admission and release, but for
the period that a recipient is in hospital for therapeutic treatment for his
disability or rehabilitation, the allowance may continue to be paid.

As in previous years, disabilities in the two medical classes—mental,
psychoneurotic and personality disorders, and diseases of the nervous system
and sense organs—were found to be the most prevalent among the persons
becoming eligible for allowance in the year ended March 31, 1963; diseases of
the circulatory system was the third largest class. Mental deficiency, the most
frequently occurring disability, accounted for over one quarter of all cases
granted an allowance.

Recipents of disability allowances who are in need may receive supple-
mentary aid under general assistance programs in the province. Where the
amount of aid is determined through an individual assessment of need, which
takes the recipient’s requirements and resources into consideration, the Federal
Government may share in it under the Unemployment Assistance Act.
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TABLE 6—STATISTICS OF ALLOWANCES FOR DISABLED PERSONS, BY PROVINCE,
YEARS ENDED MARCH 31, 1961 TO 1964

e Average P.C. of Federal
Recipients Amount  Recipients to Government
in Month of Monthly  Population Contribution
Province and Year of March Allowance Age 20-69 during Year
No. $ $
INesptoundland ot o b e e 1961 1,220 54.57 0.594 389,073
1962 1,292 54.51(a) 0.616 413,676
1963 1,436 64,61 0.670 532,852
1964 1,586 64.53 0.740 587,092
Prinee Edward Island. .................... 1961 752 53.03 1.483 230,727
1962 780 64.44() 1.529 258,995
1963 795 64.40 1.556 311,831
1964 801 64.47 1.567 310,817
IOV BOOEIN .3 i h i s e s s SN 1961 2,704 52.78 0.722 847,957
1962 2,776 64.02(b) 0.737 809, 644
1963 2,919 63.84 0.767 1,113,882
1964 3,108 73.79 0.816 1,229,805
New Brunswick 8L ol B s A G 1961 1,963 54.27 0.685 633,555
1962 2,000 64.54(0) 0.692 668,392
1963 2,060 64.51 0.707 791,069
1964 2,141 74.39 0.735 859,995
Cnobes: £, oiiler f-aie Je SIS0 Rl 1961 24,009 53.95 0.876 7,995,958
1962 22,528 54.09(b) 0.806 7,460,933
1963 21,347 64.33 0.749 8,577,890
1964 20,753 64.29 0.729 8,081,258
(577 o 7o e o B2 A S O AR - e 1961 13,307 53.66 0.384 4,163,398
1962 13,762 63.47(b) 0.394 4,503,239
1963 14,886 63.69 0.423 5,537,215
1964 15,938 73.43 0.453 6,182,921
b TR A RS R, [P P A i 1961 1,415 54.07 0.285 455,373
1962 1,447 64.04) 0.290 477,943
1963 1,520 64.19 0.301 577,685
1964 1,518 74.09 0.301 615,287
Saakatohewnny 0 o T L 1961 1,449 54,21 0.302 464,153
1962 1,502 54.33(b) 0.315 489,505
1963 1,602 64.46 0.338 630,848
1964 1,657 74.27 0.349 669,042
P A R AR L e 1961 1,790 52.92 0.255 556,077
1962 1,762 53.22(b) 0.246 558,533
1963 1,780 63. 56 0.244 697,294
1964 1,815 73.44 0.249 727,595
British Colombiiy.gnaalal. oiylssa s mibsse 1961 2,017 53.91 0.226 642,536
1962 2,156 54.02(w) 0.239 685,428
1963 2,248 64.18 0.245 853,602
1964 2,319 74.04 0.253 929,723
VKON T OTFILOrY, &l s o LG s SeATel 1961 4 55.00 0.048 1,018
1962 5 55.00() 0.060 1,760
1963 /4 65.00 0.085 2,358
1964 3 68.33 0.037 2,263
Northwest Territories..................... 1961 20 55.00 0.169 5,995
1962 19 55.00() 0.157 6,563
1963 21 65.00 0.179 7,797
1964 32 65.31 0.274 10,745
anade. o . ) S R b 1961 50,650 53.80 0.522 16, 385,820
1962 50,029 58.07(® 0.509 16,433,611
1963 50,621 64.10 0.509 19,634,313
1964 51,671 69.48 0.519 20,206, 543

(s) The increase in the maximum rate of allowance from $55 to $65 a month was effective in these
provinces from April 1, 1962.

(b) The effective date for the increase from $55 to $65 a month in the maximum rate of allowance was
February 1, 1962 in these jurisdictions but not all of them had made the adjustments by March 31, 1962.

. () The effective date of the increase from $55 to $65 a month in the maximum rate of allowance was

July 1, 1962.

(d) The average monthly allowance was $64.04 for June 1962, the first month for which an average
based on the maximum of $65.00 a month was computed.
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UNEMPLOYMENT ASSISTANCE

Under the Unemployment Assistance Act 1956, as amended, the Federal
Government may enter an agreement with any province to reimburse it for
50 per cent of the unemployment assistance expenditures made by the province
and its municipalities to persons and their dependants who are unemployed and
in need. All provinces and the two territories have signed agreements under the
Act. The rates and conditions of assistance are determined by the provinces and,
in some cases, by their municipalities. Payments to both employable and
unemployable persons in need are shareable under the agreements, as are the
costs of maintaining persons in homes for special care such as nursing homes or
homes for the aged. The Federal Government shares in additional assistance paid
to needy persons in receipt of old age security pensions, old age assistance, blind
persons’ allowances, disabled persons’ allowances and unemployment insurance
benefits, where the amount of the assistance paid is determined through an
assessment of the recipient’s basic requirements, as well as his financial resources.

During the year ended March 31, 1963, the Federal Government made pay-
ments for unemployment assistance amounting to $96,476,627. The federal share
of assistance costs shown in Table 7, however, are based on payments for the
months in which the assistance was actually given and, since claims may be
submitted at any time within six months after the month to which they relate,
the figures for each fiscal year include certain reimbursements made to the
provinces after the end of that year.

TABLE 7—UNEMPLOYMENT ASSISTANCE, BY PROVINCE, YEARS ENDED
MARCH 31, 1961 TO 1964

Federal Share
Recipients® of Unemployment

Province and Year in March  Assistance Costs®
No. $
e B T e A R L TS i SRR I G s R 1961 51,985®) 3,413,393
1962 59,144® 4,064,063
1963 59,199® 4,218,134
1964 62,478 4,565,680
rncesiadaard Jalanai i e A v e s iR ah e N 1961 2,395 155,748
1962 2,819 174,422
1963 3,270 225,123
1964 2,659 292,832
St n s e SR B R L S T ST B S R0 1961 23,338® 1,853,784
1962 26,200® 1,673,624
1963 28,056 1,610,250
1964 26,933® 1,780,855
L O R AR s e L R s GRS R BRI e L R 1961 30,567® 1,494,980
1962 33,841® 1,526,125
1963 39,782 1,704,427
1964 31,989® 1,743,488
R B e e e 0 yLivia 3 o id SR g & 1961 = 175,165 17,155,104
1962 253,446 31,952,317
1963 265,612 36,274,266
1964 232,824 39,130,901
T e AN R I R B e R Sl S e L 1 T X 1961 111,235 14,546,044
1962 123,923 18,743,006
1963  141,068® 20,447,510
1964 127,614® 24,350,089
1 T ST e S e TR RO WA S S R 1961 27,113® 3,550,886
1962 32,348(3) 4,285,123
1963 32,579® 4,526,878
1964 29,871 4,952,050
SRR TR AR WAt Tt T o o L e e 1961 27,286 2,327,294
1962 44 ,490® 4,535,334
1963 44,2273 4,777,912

1964  38,855® 4,614,614
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TABLE 7—UNEMPLOYMENT ASSISTANCE, BY PROVINCE, YEARS ENDED
MARCH 31, 1961 TO 1964 (Concluded)

2, Federal Share
Recipients®  of Unemployment

Province and Year in March Assistance Costs(®
No. $

e STy o LR ot I e g e B e S i, U A S 1 1961 26,388 2,917,607
1962  35,136® 4,445,703

1963  44,824® 6,486, 668

1964 46,587 7,981,780

British Columbia 5 e il e et vk S RS s 1961 86,702® 12,241,625
1962  91,816® 15,965,424

1963  94,570® 15,798,280

1964  91,354® 16,918, 569

VAON TEETIEORNE . 5. L, imis 5 5 50T T DB e SRS Sy LTl g 1961 244 31,862
1962 205 39,820

1963 292 52,496

1964 314 67,392

Northwest TerTitorien /i o s s a s b ats A e 1961 302 19,637
1962 233 33,766

1963 685 62,848

1964 774 81,926

(B, 770 3 et e A e R e e L R vn S 1961 562,720 59,707,964

1962 703,601 87,427,726

1963 754,164 96,184,792

1964 692,251 106,480,176

) Includes dependants.

. @ Payment figures shown are for the months to which the claims made under the program relate and
include amounts paid to the provinces by the Federal Government after the end of the fiscal year.

@ Includes persons of a class formerly granted aid under a mothers’ allowances program.

Provincial Programs
MOTHERS’ ALLOWANCES

All provinces make provision for allowances to needy mothers who are
deprived of the breadwinner and are unable to maintain their dependent
children without assistance. A number of provinces combine mothers’ allowances
in a broadened program of provincial allowances to several categories of
persons with long-term need. There is a tendency to incorporate this legislation
with general assistance within a single Act, while continuing separate adminis-
tration. In British Columbia, on the other hand, aid to needy mothers is
provided under the general assistance program and in the same way as to
other needy persons.

Subject to conditions of eligibility which vary from province to province,
mothers’ allowances or their equivalents are payable from provincial funds to
applicants who are widowed, or whose husbands are mentally incapacitated or
are physically disabled and unable to support their families. They are also
payable to deserted wives who meet specified conditions; in several provinces
to mothers whose husbands are in penal institutions, or who are divorced or
legally separated; in some, to unmarried mothers; and in Ontario, Quebec and
Nova Scotia to Indian mothers. Foster mothers may be eligible under particular
circumstances in most provinces.

The age limit for children is 16 years in most provinces, with provision
made to extend payment for a specified period if the child is attending school
or if he is physically or mentally handicapped. In all provinces applicants must
satisfy conditions of need and residence but the amount of outside income
and resources allowed and the length of residence required prior to application
vary, the most common period being one year. One province has a citizenship
requirement.
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TABLE 8—MOTHERS’ ALLOWANCES, BY PROVINCE, AS AT MARCH 31, 1960 to 1963

Payments
during the
Families Children Year Ended
Province and Year Assisted Assisted March 31
No. No. $
Il s b s O LR T T RS S SR T e 1960 4,024 12,898 3,225,273
1961 4,211 11,924 4,061,239
1962 4,498 12,315 4,308,762
1963 4,836 13,216 4,687,760
Prihoo MO wAraEREand 7.l A e v T e e v el 1960 267 683 130,510
1961 256 635 124,099
1962 269 649 131,300
1963 293 747 140,885
S b T R (A e B T S S U Dt 1960 2,210 5,153 1,920,450
1961 2,658 6,575 2,166,163
1962 2,754 7,452 2,258,875
1963 2,760 7,477 2,311,725
NG BIURRWICK . o o 0 Dot st s is S d e sty e s 1960 2,213 6,507 1,277,985
1961 2,212 6,501 1,398,808
1962 2,119 6,178 1,356,078
1963 2,165 6,287 1,347,479
B i e e A es vt e s S, ek i s e e 1960 69,778 51,422 20,156,395
1961 20,309 52,803 19,314,014
1962 19,842 52,462 19,479,716
1963 19,531 51,638 20,743,405
Tyl g e AR e R A S U LT 1960 9,722 23,790 12,139,979
1961 10,149 26,143 12,877,821
1962 - 10,359 25,537 13,650,401
1963 10,182 24,715 13,913,657
LT S T S N Ry o S R R A S A 1960 1,209 3,300 1,900,000
1961 1,350 3,582 2,072,594
1962 1,638 3,635 2,360, 594
1963 1,811 3,823 2,576,796
s A N ST O 1960 2,242 5,563 1,949,697
1961 2,316 5,695 1,957,403
1962 2,382 5,837 2,679,587
1963 2,459 6,158 3,512,769
ST B i AR G S s 1960 2,272 5,153 2,084,682
1961 2,457 5,565 2,273,162
1962 1,611 3,319 1,879,195
1963 1,210 2,361 1,407,020
e e i@ T oy X0 IR SR S (U] 1960 - — —
1961 —_ — —
1962 — — -
S ARAGRCY S IO o ol S A L D s e 1960 43,937 114,469 44,884,971
1961 45,918 118,423 46,245,303
1962 45,477 117,384 48,104, 508
1963 45,247 116,422 50,641,496

() Approximate.

(2 An additional 2,563 families with 7,542 children were assisted under Part III of the Public Welfare
Act. Cost of allowances for this group is included in total payments for all groups under Part III.

® Caseload transferred to social assistance; no separate figures are available.
4 Exclusive of British Columbia.




TABLE 9—MAXIMUM MONTHLY RATES UNDER PROVINCIAL MOTHERS' ALLOWANCES PROGRAMS, APRIL 1964

Disabled Father

Province Mother and One Child Each Additional Child at Home Family Maximum Supplementary

Newfoundland........ Food: $35 or $37 depending on age of| Food: $10 for each child under age 16; $20 None set In special circumstances up to $30 a

child. $12 for each child age 16 or over. month additional if necessary for
Clothing: $5 for each person. Clothing: $5. proper support of family.
Rent: up to $20 monthly in rural and to

$30 monthly in urban areas.
Fuel: up to $10.

Prince Edward Island... $70 $5 No additional $125 None granted.
allowance
granted.

Nova Scotia.......... No set maximum; rates are based on average family income for community in| Included in budget $90 None granted.

which family lives. on which allow-|
ance is based.

New Brunswick....... v $60 $10 No additional $115 Director may grant an additional $10
allowance for rent if circumstances require it,
granted. but only if allowance paid is below

maximum.

Quebec............... $85 $10 $10 Noneset(minimum | A supplementary allowance may be

granted $5). granted according to need.

Ontario:; . ovi s co vesan .| $120 for mother or father and one child.| $16 for 2nd child Included in budget $180 An increase in food allowance may be

$14 for 3rd child on which allow- f&nted on medical recommendation.

$12 for 4th child ance is based. fuel allowance of up to $24 a month

$10 for 5th child may be granted from Sept. 1 to Mar.

31. An increase of 20 p.c. in fuel allow-

$30 for one child living with foster| $25 for 2nd foster child. ance may be granted under special
mother. $15 for each additional foster child. circumstances.

Manitoba............. $14 for child up to 3 years. $25 None set. $10 for rent if Housel

Food, Clothing, and Personal Needs:
$52- depending on age of child.
Shelter: rent to $55, or current taxes
and insurance at actual cost, minor
repairs to $125 a year, principal and
interest on mortgage or agreement for|
sale up to $55 less taxes and insurance.
Utilities: up to $7.

$16 for child 4-6 years.

$21 for child 7-11 years

$26 for child 12-18 years.

(Subject to deductions for 4th and each
additional child).

Y.
service as required. Fuel allowance for
eight months. For special needs not
covered by basic schedule items, up to
$150 a year.

0TI
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n  Saskatchewan........... Food, Clothing, Household and Person-| $17.40 for pre-school child. $31.50 None set. Special food all ted
= al Needs: $51.80-867.00 depending on| $24.35 for child 6-11 years. p(f.'f‘”mé’&m“il";mmm?ﬁaﬁsn. An
% Rag: (;f4 ghdd. gggg gor cﬁx{g {g—_}g years. allowance for a housekeeper may be
ent: $40. .60 for chi years. granted if necessary.
Fuel: up to $15.15. (Subject to reductions for fourth and - 2
Utilities: up to $11. each additional person).
Alberta........... (T Food dxiz;d Clothin%l: 8531§7—}18'{327 de-| 816.03 for food and clothing for infant $31.50 None set. An increase in food allowance may be
pending on age and sex of child. under 1 year. granted i ion.
Rent, Fuel, Utilities: according to| $12.10-828.30 for food for child 1-18 years M Tascinel roogmsbendition
community standards. depending on age and sex.
$5.30-810.00 for clothing for child 1-19
years depending on age and sex, subject
to 10 p.c. increase in food allowance for|
a family of two and a deduction of]
5 p.c. in the allowance for food and
clothing for a family of seven or more.
British Columbia........ Allowances to needy mothers provided under the Social Assistance Act, and not

separable.

NV1d NOISNAd VAVNVO

11T
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GENERAL ASSISTANCE

All provinces made legislative provision for general assistance on a
means or needs test basis to needy persons and their dependants who cannot
qualify for other forms of aid, and some provinces include those whose
benefits under other programs are not adequate. Where necessary the aid
may be for maintenance in homes for special care. Besides financial aid for
the basic needs of food, clothing, shelter and utilities, a number of provinces
also provide incapacitation or rehabilitation allowances, counselling and home-
making services, and post-sanatorium care. This assistance, with some excep-
tions, is administered by the municipality with substantial financial support
from the province, which, in turn, is reimbursed by the Federal Government
under the Unemployment Assistance Act for 50 per cent of the provinecial
and municipal assistance given.

The provincial departments of public welfare have regulatory and super-
visory powers over municipal administration of general assistance and may
require certain standards as a condition of provincial aid. Length of residence
is not a condition of aid in any province, but the residence of the applicant
as defined by statute determines which municipality may be financially
responsible for his aid. This rule does not apply in three provinces: British
Columbia and Saskatchewan have equalized municipal payments and Quebec
does not require its municipalities to contribute to general assistance costs.
Provinces with unorganized areas take responsibility for aid in these districts.
Under the federal Unemployment Assistance Act, all provinces have agreed
that residence shall not be a condition of assistance for applicants who move
from one province to another. For persons without provincial residence
(usually a period of one year), aid may be given by the province or the
municipality and a charge-back may or may not be made to the province
or municipality of residence.

The formula for provincial-municipal sharing of costs is determined by
the province. In Newfoundland, general assistance is the responsibility of the
province and is administered by the Department of Public Welfare. In Prince
Edward Island, the Department of Welfare and Labour provides direct social
assistance in rural areas and assumes 75 per cent of the cost of assistance
granted by the City of Charlottetown and the incorporated towns and villages.
Aid to needy families where the breadwinner is suffering from tuberculosis
is borne entirely by the province. In Nova Scotia, assistance is administered
by the municipality, which receives reimbursement from the Department of
Public Welfare for two thirds of the cost of the aid provided and one half
of the cost of administration; allowances for certain disabled persons are
administered by the province. In New Brunswick, the province reimburses
each municipality to the extent of one dollar per capita of the population
plus 70 per cent of expenditures on general assistance in excess of that
amount, and also pays 50 per cent of the cost of administration.

In Quebec, the Department of Family and Social Welfare reimburses
authorized agencies and municipal departments for the full cost of aid to
persons in their own homes. It takes full responsibility for aid to persons
who are unfit for work for at least 12 months, for supplementary allowances
and allowances to needy widows and spinsters 60-65 years of age. The cost
of aid to unemployable persons in homes for special care, including nursing
homes, is borne two thirds by the province and one third by the institution.
In Ontario, the Department of Public Welfare reimburses municipalities up
to a prescribed maximum for 80 per cent of their expenditures for general
welfare assistance, and for 90 per cent of expenditures for aid to persons in
excess of a given proportion of the population in the municipality. Aid for
rehabilitation services and aid on behalf of foster children, for which the
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municipalities are reimbursed 50 per cent, are excluded in these calculations.
The province administers allowances to needy widows and unmarried women
60 years of age or more.

In Manitoba, the province administers aid to mentally or physically
incapacited persons whose disability is likely to last more than 90 days, and
to persons unable to work because of their age. Aid to other needy persons,
termed indigent relief, is the responsibility of the municipalities, which are
reimbursed through the provincial Department of Welfare to the extent of
40 per cent of the costs, or at a higher rate if costs exceed a specified amount.
In Saskatchewan, through the Department of Social Welfare and Rehabilita-
tion, the province reimburses the municipalities for approximately 93 per cent
of the cost of assistance granted to needy persons. In Alberta, the province
reimburses the municipalities for 80 per cent of the value of the assistance
given. The provincial Department of Public Welfare has full responsibility
for allowances payable to persons who are mentally or physically handicapped
for a period likely to last for more than 90 days, and to persons who because
of their age are not able to be self-supporting. The Department maintains
two hostels and one welfare centre to care for unemployable single homeless
men without municipal domicile.

British Columbia, through its Department of Social Welfare, reimburses
the municipalities on a pooled basis for 90 per cent of the total cost of social
assistance to needy persons. Also, the province shares equally with the
municipalities expenditures on salaries of social workers; a municipality with
fewer than 15,000 persons may arrange to have the Department undertake
social work within the municipality and reimburse it at the rate of 60 cents
per capita per year.

Research and Statistics Division
Department of National Health and Welfare
November, 1964.

21650—43
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AFTERNOON SITTING
TuEsDAY, December 1, 1964.

The CHAIRMAN (Mr. Cameron): Gentlemen, I believe we have a quorum.
Those of you who were here this morning will know that your subcommittee
on agenda and procedure met immediately following the adjournment of the
main meeting. I have the second report of your steering committee. I will
ask the clerk to read it and then you may decide whether or not you find it
satisfactory to you.

THE CLERK OF THE COMMITTEE:
(See Minutes of Proceedings of this afternoon’s sitting)

The CHAIRMAN (Mr. Cameron): You have heard the report of the steering
subcommittee on agenda and procedure. Is there any comment?

Hon. Mr. CroLL: I would move that the report of the steering committee
be adopted.

Motion seconded and agreed to.

The CHAIRMAN (Mr. Cameron): Gentlemen, we now are prepared to pro-
ceed with a clause by clause consideration of the bill. Dr. Willard will introduce
to you the various government officials who are here to assist us in that con-
sideration. We will also mention the order in which he suggests they may
give their evidence. I will ask Dr. Willard to introduce our witnesses.

Mr. CHATTERTON: Mr. Chairman, before we go on to that may I raise a
formal point of procedure. We are sitting fairly often and it is difficult for us
to make our arrangements for appointments, and so on. Could we refer to the
steering committee the matter of how long we should sit on each occasion that
we do sit?

The CHAIRMAN (Mr. Cameron): I think that is a very good idea. I would
be glad to entertain any suggestion in respect of how long we should sit.

Mr. CHATTERTON: I move that this matter be referred to the steering
committee.

Motion seconded and agreed to.

Dr. WiLLARD: Before we begin a clause by clause consideration of Bill No.
C-136, I would like to mention that the research adviser has an article entitled
“Automatic Cost of Living Adjustment of Pensions in Foreign Countries”, pre-
pared by Daniel 'S. Gerig of the division of program research of the office of
the commissioner of the social security administration in the United States.
This article was published in the social security bulletin of March 1960. It con-
tains background information which Mr. Aiken requested this morning in respect
of the different countries which use this method of adjustment. I thought we
might either have copies made available to the committee, or you might wish
to incorporate it as part of the proceedings.

The CHAIRMAN (Mr. Cameron): You have heard what Dr. Willard has said
about this. Do you wish copies prepared and distributed?

Mr. MoreAU: I would move that it be attached to our Minutes of Proceed-
ings and Evidence of today as an appendix.

Mr. CHATTERTON: I second the motion.
Motion agreed to.
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Dr. WiLLARD: A question was asked this morning concerning the cost of
administration of old age security. As you know, the administration is a com-
bined operation for family allowances and old age security so that our costs
are combined costs. For the fiscal year ended March 31, 1964, it amounted to
$7.6 million and this included the cost of administration in the Department
of National Health and Welfare, the office of the Comptroller of the Treasury,
and the Department of Public Works. This provided for the payment of family
allowances and old age security. In the case of family allowances, there were
2,711,000 family recipients and in the case of pensioners 70 years of age and
over there were 971,800; in addition, there were about 10,900 other families in
receipt of family assistance.

Hon. Mr. CroLL: As I recall the question, the percentage was asked for;
that was the part of the question which to me seemed to be vital.

Dr. WiLLarp: Mr. Chairman, there is a great difficulty in trying to break
down this cost unless it is just prorated somehow on an arbitrary basis between
old age security and family allowances because this is a combined administra-
tive operation. We can do some further work on it, but I thought this would
give you some indication of the magnitude of the expenditure involved and
that this would be of interest to the members. We can get some information
for the Committee as Senator Croll suggests.

Hon. Mr. CrorL: I did not ask the question; the question was asked by
someone else. The inference was that the cost was a reasonable one. I thought
that was what we were getting at. I cannot relate it to percentages at the
moment.

Mr. KNOowWLES: Could it be put in the record at this point alongside the
figure given for administration; that is, the total number of dollars per year
set out under these two programs? I realize it is not the final answer, but it is
something to look at.

Dr. WiLLARD: We could add the total expenditures of these several pro-
grams and put the percentage along with it, if that is agreeable. We can add it
to the record as an appendix.

The CHAIRMAN (Mr. Cameron): What is your wish, ladies and gentlemen,
with regard to this? Do you wish it to be inserted in the minutes as an ap-
pendix?

Hon. Mr. CroLL: Yes, but if you are inserting it, insert those other figures
also so that we might relate them so that they do not appear at some other
point in the record; make it all part of the same appendix.

The CHAIRMAN (Mr. Cameron): In other words, hold this until it is all
complete.

Dr. WiLLArRD: I would be glad to do that, Mr. Chairman.

The CHAIRMAN (Mr. Cameron): Is that agreeable?

Agreed.

Dr. WiLLARD: The other expenditure figures are in the document that was
tabled this morning. We will put them together in one statement for the Com-
mittee.

Mr. CHATTERTON: Does the cost of $7 million odd include the cost of col-
lecting taxes for old age security?

Dr. WiLLARD: No. This is the cost of administration for the Department
of National Health and Welfare, the Comptroller of the Treasury and the
Department of Public Works. We have obtained that data from the Depart-
ment of National Revenue.

Mr. MoNTEITH: Perhaps Mr. Sheppard would have an idea.
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The CHAIRMAN (Mr. Cameron): Mr. Sheppard will be appearing before
us later on.

Dr. WILLARD: Mr. Chairman, in addition to myself there are three other
officials ready to testify: Mr. Tom Kent, the policy secretary to the Prime Min-
ister, Mr. Donald Thorson, assistant deputy minister of justice, and Mr. David
Sheppard, assistant deputy minister of national revenue. They will be ready
to discuss the various clauses as we deal with them.

I would suggest the best way to proceed would be to have Mr. Thorson dis-
cuss the various clauses as we come to them. As questions arise they may be the
type of question which involves the drafting of the particular clause in which
case Mr. Thorson may answer or, if it is a question of interpretation of the
clause, it may more appropriately be answered by Mr. Kent, Mr. Sheppard or
myself.

If it is agreeable, I would suggest now that Mr. Thorson commence by
starting with clause 2 of the bill by giving us some comments on it. Then we
could proceed by having any questions which arise, and proceed in this
manner.

The CHAIRMAN (Mr. Cameron): Is that agreeable?

Agreed.

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

Mr. D. S. THORSON (Assistant Deputy Minister, Department of Justice):
Thank you Mr. Chairman. Dr. Willard already has discussed the arrangement
of the bill and I do not think there is anything I need add to what he said
in his opening statement last Thursday on this subject.

On Clause 1—Short title.

Mr. THORSON: The long title and clause 1 of the bill probably speak for
themselves. The long title reflects the language of section 94a of the British
North America Act as amended by the United Kingdom parliament earlier this
year.

On Clause 2—Definitions.

Mr. THORSON: In respect of clause 2, I am in the hands of the committee
with regard to how I should deal with the clause. Some of the definitions are
included really only for ease of reference and perhaps they could be passed
over for the time being, unless there is some question which commends itself
to any member of the committee now.

Others, however, are in a somewhat different category to the extent that
they constitute substantive law and are therefore directly relevant to the later
provisions of the bill. In the latter category—if that approach is agreeable to
the members of the committee—I might mention specifically clause 2, para-
graph (f) which deals with the definition of ‘“business.”

To those of you who are familiar with the provisions of the Income Tax
Act, it will be seen that this definition is substantially similar to the definition
provided under that act. In the same category, I think, are the definitions
which are set out on page 2 in paragraphs (p) and (q). The definition of
employment is fundamentally similar to the definition contained in the present
Unemployment Insurance Act. Also in the same category is paragraph (u) defin-
ing what is meant by an office.

An office by virtue of paragraph (u) is regarded as being equivalent to
employment, so that the holder of an office is regarded as being a person em-
ployed, for all purpose of this measure.

One minor difference which may have been noticed in this definition as
compared to the corresponding definition in the taxation statutes is that no
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mention here is made of the office of Governor General. The office of Governor
General therefore will not be regarded as being included as pensionable
employment. The reason primarily is that income from the office of Governor
General is not regarded as being income from an office or employment for
taxation purposes, and this measure follows that basic philosophy.

I am not sure that any other definitions contained in clause 2 fall into
the same category of substantive definitions. If there are any questions perhaps
I might deal with them now, or if you prefer, come back to them later.

Hon. Mr. McCuTcHEON: It is obvious from the definition of office that
there will be people with possibly pensionable earnings who have two or more
employers. What would happen under those circumstances?

Mr. THORSON: We shall be dealing with that when we come to clause 8
of the bill, where you will see there is an obligation on each employer to make
deductions on behalf of the employee both for the employer’s own share as
well as for the employee’s share.

Hon. Mr. McCuTcHEON: The employee is not going to get three or four
pensions. From which employer does he claim the refund? From the employer
he dislikes the most?

Mr. THORSON: No. The employer is not entitled to the refund. The refund
would go in those circumstances to the employee himself.

Hon. Mr. McCutcHEON: That would be the employee’s portion?

Mr. THORsoN: That is correct.

Hon. Mr. McCuTtcHEON: Every employer is going to have two or three
deductions to make in respect of one employee.

Mr. CHATTERTON: Each employer pays a portion?

Mr. THORSON: Yes, minus the basic exemption.

Mr. MoreAU: Did I understand you to say that the employer gets back
the employer’s contribution when it is over?

Mr. THORSON: No. The employee himself is entitled to the refund, and
it relates only to the employee’s contribution.

Mr. MoreAU: I do not suppose you have any statistics which would
indicate to us how many people might be in that category?

Mr. THORSON: Persons who during the course of a given year have multiple
employers?

Mr. MoReAU: Yes, exceeding the $5,000 ceiling.

Mr. THORSON: Perhaps Mr. Sheppard may have some information on this.

Mr. D. H. SHEPPARD (Assistant Deputy Minister, Department of National
Revenue (Taxation Branch)): Not right now, but I will try to get some.

Hon. Mr. McCutTcHEON: I suppose that reference to the directory would
indicate the number of people in that category. I think the figure of $5,000
would cover the question.

The CHAIRMAN (Mr. Cameron): Are there any more questions?

Mr. THORSON: Subclause (2) of clause 2 at the top of page 4 of the
bill is included as a special vote dealing with the month when a person
would be regarded as having attained a specified day. Perhaps an example
would be helpful. If a person were to attain his eighteenth birthday let us
say on November 28, this provision would deem him to have attained the
age of 18 on the first of December in order to round out the month, and
to commence his contributions at the beginning of the ensuing month.

Mr. Francis: I take it that the purpose is to keep the calculations at
whole months.
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Mr. THORSON: That is correct, and this holds right through the contribution
history of the contributor. His contributory period would close off at the
end of the month, and the benefits would commence similarly at the beginning
of the month.

Mr. KNowLES: This would correspond to the provisions of the old age
security regulations.

Mr. THORsON: I believe there is a provision in that act similar to it,
whereby the pension becomes payable on the first day of the month following
the month in which the pensioner attained the qualifying age.

Mr. KNowLES: Before we leave clause 2, I am still trying to get my grey
matter around the “total pensionable earnings” of the contributor. In regard
to contributions made under this act there is a “basic exemptions” and a
“year’s maximum pension earnings”. Maybe we should wait until we get to
the pertinent clause, or would you care to speak about it now?

Mr. THORSON: Each of these definitions would seem to fall in the first
mentioned category, that is to say, definitions which are included for conven-
ience of reference. As we go through the clauses, these concepts I think
will become clear, because they are more particularly spelled out in the
clauses concerned.

On Clause 3—Province providing a comprehensive pension plan.

Mr. THORSON: Clause 3 of the bill describes the circumstances in which
the Canada pension plan will not be operative in a province, with the result
that all rights and liabilities of individuals under the pension plan would
derive from provincial rather than from federal legislation. This clause,
which is after all a clause defining what is meant by a province providing
a comprehensive pension plan, must I think be read in close conjunction with
clause 4 of the bill, and also along with clause 114 which sets out certain of
the consequences of being regarded as a province which provides its own
pension plan for the purposes of this bill. You will see that the definition of
a province providing a comprehensive plan deals with two circumstances.

The first of these is set out in subparagraph (i), at line 21 on page 4.
It describes a province which at the point of commencement of the Canada
pension plan will be establishing its own pension plan with contributions
commencing at the same time as contributions commence under the Canada
plan. You will note that the benefits which are to be provided under such
a plan are to be comparable to those provided by this bill.

~Mr. MONTEITH: What ‘does comparable mean? Is it an exact amount?

(— Mr. THORSON: No, sir. T do not think that comparable can be construed
’ as meaning the same thing as identical. It means, I think, the same in substance
| as benefits provided under this act. In other words, it is conceivable that
/there could be minor differences in the benefits provided under the two
| plans; that is, minor differences which do not affect the balance between the
| two plans, and which do not disturb the basic equilibrium which must exist
| if there is to be integration between, or co-ordination between, a provincial
| plan and a federal plan as this legislation contemplates.
— Mr. MoNTEITH: Your total pension here is $104, let us say. Do you consider
$110 comparable, or $90 comparable?
Mr. THORSON: I do not think that is what the expression is getting at.
In order to have the kind of co-ordination which must exist between the
two plans, the benefits should presumably have to produce the same results.
There might coincidentally be a difference, for example, in the manner in
which the benefits are paid, and other minor differences which would indicate
that use of the term “identical” is too strong.
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Mr. MoNTEITH: You are saying that the benefits must be identical.

Mr. THORSON: Substantially identical, since the method of paying them, it
could be argued, would make the benefits to some degree different.

Hon. Mr. McCuTcHEON: But the figures could be the same in comparison.

Mr. THORSON: Yes.

Hon. Mr. McCuTcHEON: Would the contributions necessarily have to be the
same?

Mr. THORSON: As we come to the clauses dealing with contributions you will
see that the bill does contemplate that the rates of contribution under the
federal plan and the rates of contribution under the provincial plan are to be
comparable, or rather identical.

Hon. Mr. McCuTcHEON: What you are saying is that you would not regard
it as a comparable plan if a province provides a non-funded plan which never-
theless produces these benefits.

Mr. THORSON: I do not know whether or not you could regard it as such,
because after all what we are looking at here are comparable benefits.

Hon. Mr. McCutcHEON: That is right.
Will these be identical benefits?

Mr. THORSON: You may well have the result that the plans are comparable
as far as the benefits are concerned but the difference in rates produces its own
difficulties of integration.

Hon. Mr. McCuTcHEON: What constitutional authority do you have to
insist, when the provinces have the prime responsibility in this field?

Mr. THORsON: I would point out that what we are really describing in this
section are the circumstances in which the Canada pension plan will, by its own
terms, cease to be operative in a prescribed province. This bill does not insist,
and indeed I suggest that constitutionally parliament cannot insist, that if
a province is to legislate in this field it must legislate on certain terms. How-
ever, we are saying by this bill that if the Canada pension plan is to cease
to operate in a province, thus invoking the provisions of clause 114 which
is part and parcel of this clause, then a certain regime must be established
by the province in the place of the Canada pension plan. Otherwise I should
think parliament is not really fulfilling its duty towards those contributing
under the Canada pension plan in the province concerned in the interval be-
fore the provincial legislation is enacted, that is to say those persons who
have contributed in the expectation of ultimately becoming entitled to certain
specified benefits set out in the legislation.

Now this and other similar conditions that are set out in clause 3 are
designed to ensure that there will be a basic continuity of pension rights for all
participants regardless of their province of residence. Constitutionally it is
clear that a province could legislate at any time with or without notice to the
federal government to establish its own pension plan, even a plan that could
not be said to be comparable. That is a province’s legal right, I think, under
section 94A of the British North America Act. However, should a province do
so, by the terms of this bill, both plans would be operative in the province
because what this bill describes are the circumstances in which the Canada
pension plan is not operative in a particular province. If both plans were then
operative in a province, it might be necessary for the courts to say whether
in the circumstances this legislation affected the operation of the provincial
plan within the meaning of section 94(A). If it did, then presumably the
Canada pension plan would be held to be inoperative in that province. If, on
the other hand, it did not, then presumably the Canada pension plan would
continue to be operative along with the provincial plan.
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The CHAIRMAN (Mr. Cameron): Are there any other comments on the
clause?

Mr. KNowLES: Mr. Chairman, would it be under this clause or under clause
114 that Mr. Thorson would answer any questions consequent upon what the
minister said the other day in reply to my remarks about opting out being a
one-way street?

Mr. THORsSON: I believe you made the point that the bill does appear to
offer a one way street in that there is no provision for opting in. Part of the
v\w; reason for this omission, if indeed it is an omission, is frankly that it did not
m4  Seem to be practically necessary to provide for this particular contingency at
:}n;,,jghe, present time. Perhaps the fact that today no province except Quebec has
’,? “ indicated an intention to provide its own pension legislation has tended to
(7.5 colour the view that has been taken, but for a province to establish its own
W- plan is, after all, a major decision. It is likely to be made on the basis of a
long term assessment of its own particular needs and situation. In the nature
of things, such a decision, once taken, is not likely to be reversed except on
the basis of an assessment, or of a reassessment, based on a number of years

of experience.
i This leads me to the main reason why it was not thought practicable to
try to deal with the contingency you mentioned now. It is to be noted that
\ in clause 114 it is said that should a province decide to establish its own plan

after the Canada pension plan has become operative, then, as a condition of
the Canada pension plan ceasing to be operative in that province, two things
| must happen: firstly, the province must assume all the accrued liabilities under
the Canada pension plan attributable to contribution that have come from that
/*province, and secondly, there must be transferred to the province out of the
Canada pension plan investment fund, which is referred to in that clause, all of

the securities of that province that in effect stand behind those liabilities.
Mr. MonTEITH: And which have not already been transferred.

Mr. THORsON: That is right. I am now talking about the actual securities
that are held to the credit of the fund; not the money, but the securities that
represent the money transferred over. Whereas the bill is quite specific about
what happens when a province opts out—if I can use that term—it cannot;

T submit, be specific about what would happen if a province should choose to
come back in again. To explain, it must be remembered that if a province
opts out, it does so on the clear understanding that at the time it does so it is
providing a “comparable” plan. There can therefore be some certainty about
what is involved by way of a transfer of assets and liabilities.

However, the bill does not, and in fact it cannot, insist that such a provincial
plan must forever after continue to be comparable. Indeed it is perhaps not
realistic to assume that it will continue to be comparable in all respects
thereafter, since the decision of the province to establish its own plan may in
fact have been taken in response to some disagreement with the provisions
of the federal plan. If we were to attempt to provide for such a province opting
back into the federal plan at a future time, the law would have to spell out,
in terms at least as precise as in clause 114, what liabilities are to be assumed
under the federal plan, and conversely what funds are to be transferred to
the federal plan by the province to cover the assumption of those liabilities.
However, if there should be any difference at that future time between the
two plans, it would be impossible, I suggest, to try and state in this bill what
accrued liabilities would have to be assumed. Similarly, it would be impossible
to devise in the bill any sort of statutory formula spelling out the precise
amount of the provincial funds that would have to be transferred to the federal
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fund. For these reasons it would seem that the only practical alternative is to
leave this contingency to be dealt with by a future parliament as or, when the
contingency should arise.

Mr. KnowLEs: I suppose it would also be a matter of negotiation between
any such province and the federal authority.

Mr. THORSON: Exactly.

Hon. Mr. McCuTcHEON: Do I understand from what you said that if a
province indicates its intention, either within the early stages or later on with
two years’ notice, to establish its own plan, and then, gradually over the years
substantial differences developed between the Canada pension plan and the
provincial plan, the Canada pension plan nevertheless will not move in again?

Mr. THORSON: No, sir, it will not. The prescription is relevant to the time
the province establishes its plan.

Mr. CHATTERTON: In other words, provided the province complies with this
provision, from there on the opting out province can change its plan any way
it wants to but the federal plan still remains inoperative in that province?

Mr. THORsON: That is correct in so far as it is relevant to the question
of whether that province is a prescribed province for the purposes of this bill.
There may be all sorts of other difficulties that will arise should any such
major differences come into being. The problems of integration then as a
practical matter would be very formidable indeed.

Hon. Mr. McCuTcHEON: Almost as difficult as it is now between the Canada
pension plan and the private plans.

Mr. CHATTERTON: I want to be quite clear on this point. Once a province
submits its requirements for opting out, from then on that province can amend
its legislation to any extent it wishes, but this bill does not provide for the
Canada pension plan to enter into that province. Is that correct?

Mr. THORSON: that is correct. It is the province’s right to establish its plan.

Mr. Francis: Surely, Mr. Thorson is answering as a matter of law only,
not as a matter of practical politics.

Hon. Mr. McCuTtcHEON: I thought it was law we were dealing with here.

The CHAIRMAN (Mr. Cameron): I do not think it is a matter of practical
politics actually; it is a matter of law what a province can do and what a
province cannot do. Mr. Thorson is expressing his opinion. He is not discussing
the realm of politics in regard to what might happen in certain circumstances.

Mr. FrRaNcIS: May I direct a question to the witness?

Mr. CHATTERTON: May I obtain a very clear answer to that question? Is it
correct that that province can change its legislation and, by this bill, the Canada
pension plan does not enter into that province?

Mr. THORSON: You mean after the province has established a plan that
is comparable to the federal plan?

Mr. CHATTERTON: That is right.

Mr. THORSON: After a province has done that, then by its own legislative
action it can change its own plan. Yes, that is a matter of law.

Dr. WiLLArRD: May I add a point to this?

As we go further along in this area of the application and operation of
the act it will become apparent that where a province takes this option to
legislate for its own comparable plan, it is necessary to enter into agreements
with the federal government. The working out of these agreements would of
course involve all the questions of the integration of plans and this would very
definitely involve the question of the basic contribution rates, benefits paid,
eligibility conditions, and all these matters.
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So that if a province provides for comparable legislation and then later
decides to change that legislation and go off in a completely different direction,
this would affect the agreements which that province would have with the
federal government and would affect the whole integration of the system.

Mr. CHATTERTON: What in the bill provides for the agreement?
Dr. WiLLarRD: We will come to that.

Mr. CHATTERTON: While we are on the subject, is this agreement obligatory
before a province can opt out? Is the agreement of the opting-out province
obligatory, or the terms thereof?

Mr. THOrsON: No. If you look at subclause (2) of clause 3 you will see
that where the province has done two things—where it has given notice of
the required length and where the legislature has established a plan providing
comparable benefits—then if by the legislation the province has agreed to
assume the obligations and liabilities that have up to that time acerued under
the Canada pension plan in respect of contributions that have come from that
province, the governor in council is directed to prescribe that province as being
a province providing its own pension plan.

Hon. Mr. McCuTCHEON: Is there any agreement entered into with the
province of Quebec?

Dr. WiLLARD: There is provision in this legislation, for instance clause 4 (3),
that provides for an agreement with respect to a province and the federal
government, and there are different places throughout the legislation where
similar arrangements have to be made.

In order to carry out the integration of the plan—

Hon. Mr. McCuTtcHEON: I was asking really whether an agreement has
been entered into with the province of Quebec under clause 4 (3) for example.

Dr. WiLLARD: Mr. Chairman, there has been no agreement under this
proposed legislation and there could not possibly be any agreement until it
becomes an act and until the Quebec legislature has passed provincial legis-
lation.

Mr. Francis: I indicated that I wanted to ask a question, Mr. Chairman.

The CHAIRMAN (Mr. Cameron): I know, Mr. Francis; this has been going
on and your turn is here now, I think. I wanted to finish one line of ques-
tioning before we started on another. It may be on the same line, but Mr.
Chatterton had not quite finished, and then Senator McCutcheon came in on
the same line and Mr. Thorson was answering.

Will you ask your question now.

Mr. Francis: Is there anything in this bill, after a province has enacted
legislation under provisions of clause 3—and I am thinking of subclause (2)—
which would, to take an extreme case, reduce the benefits and contributions
to half? Is there anything in this act which would allow any province to
do that?

Mr. THORSON: Speaking on the legal point, no. The province cannot be
prevented from doing that. In fact, if they were to do so it would create
grave difficulties. Many of the provisions that Dr. Willard referred to would
become almost immediately inoperative. The provisions, for example, dealing
with reciprocal payment of benefits under the plan.

Dr. WiLLARD: Mr. Chairman, in addition to clause 4 subclause (3), there
are the provisions under clause 40, clause 82 and clause 108, whereby the
federal government may enter into agreements with the province regarding
refunding of overpayments of contributions, the sharing of costs of benefits,
exchange of information about earnings of contributors who have contributed
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under both acts, the terms and conditions of these agreements would also
have to indicate the consultation procedures required before the provincial
plan could be changed.

The CHAIRMAN (Mr. Cameron): What clauses are those? Clause 40 is
one, is it not?

Dr. WiLLARD: Clause 4 subclause (3); clause 40; clause 82; and clause 108.
There are a number of agreements involved to try to integrate any comparable
provincial plan with the federal legislation.

Mr. THORSON: Which, incidentally, provide practical restraints against wide
divergences in plans.

Mr. CHATTERTON: These agreements are not prerequisites to the province
being allowed to opt out?

Mr. THORSON: No.
Mr. CHATTERTON: They come subsequent to the opting out?
Mr. THORSON: Yes.

Mr. KNowLES: Mr. Chairman, I appreciate the answer that Mr. Thorson
gave to my earlier question, and initially I was inclined to accept is as closing
the chapter, but I find it difficult to stick with that.

It strikes me that it may be we are using the wrong terminology, and
I am as guilty of it as anybody else, when we are talking about provinces
opting out or opting in. Actually, we are a federal parliament; we are passing
federal legislation which we must make effective in Canada. We are saying on
our own initiative that if certain conditions exist in a province this legisla-
tion will not be effective in that province.

I am right back now to the question that I posed earlier in that language
that I now discard. If to begin with the conditions we have laid down are
not met in a province and we therefore say the plan is not effective in that
province, are we not left in the strange position as responsible parliamentarians
that those conditions in the province can alter and yet we cannot say that
under those altered conditions our plan now becomes effective in that province?

I realize we may be entirely in the field of good will and good relations
and negotiation and agreements, but in effect I think what I am saying is
that I would like another look at the questions I posed in the house and I
posed to the minister the other day only in these other terms, avoiding the
use of the words opting out and opting in.

Mr. THoORrsON: I would agree.

What the bill is attempting to ensure is that at least at the point of
commencement, Mr. Knowles, there will be a pension plan that is in effect
a country-wide pension plan. In other words, it is trying to ensure that at
the point of commencement of any provincial plan—I do not know that we
can do much more than try to ensure this—there will be comparability with
regard to the pension benefits provided.

Mr. KNOWLES: If a province took that position initially and later changed
it so the conditions and benefits were only half as good, so far as the law is
concerned we could not do anything about it?

Mr. THORSON: That derives from the constitutional position.

Hon. Mr. McCutcHEON: Or twice as good.

Mr. KnowLES: We can do something about that!

Mr. CHATTERTON: Let us say the province of British Columbia decides to
opt out under the provisions of clause 3 and has a comparable plan. Five
or ten years from now the province of British Columbia decides that these
restraints that Dr. Willard mentioned and the inducements to have a similar
plan as the rest of Canada are overruled by the interests of British Columbia.
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Let us say they want to increase the fund to develop another river. British
Columbia can change its plan to make it substantially different from any other
plan in any part of Canada and can thereby destroy any portability, and yet
this bill does not stop that.

Mr. THORsON: It is their constitutional right to do that. But will have
thrown a major roadblock into the portability of pension rights, and there is
therefore an inherent restraint in terms of the province making that decision.

Hon. Mr. McCutcHEON: You would have to find another river!
Mr. CHATTERTON: Only Mr. Bennett can do that!

Mr. Munro: If a province did decide to set up its own plan and initially it
was comparable legislation, and then presumably for all practical purposes it
entered into an agreement to assume its proportion of contributions to the fund,
that is where for practical considerations an agrement with the federal gov-
ernment would be absolutely necessary because they would want this allot-
ment in a fund if they were setting up their own plan.

Hon. Mr. McCuTtcHEON: If they were setting up their own plan they would
keep all their own contribution.

Mr. Munro: Would I be correct in that?

Mr. WiLLARD: Mr. Chairman, the province that decides to legislate a com-
parable plan with the Canada pension plan will have its own pension fund so
the agreements into which it enters and the comparability feature really
relate to integrating two pieces of legislation so that as far as the contributor
and the beneficiary is concerned it is one plan. This is the effect of this legis-
lation plus provincial legislation which provides for comparable benefits and
provides for agreements with the federal government to ensure that this in-
tegration does take place. If this is not done and the province decides to have
a different kind of scheme, and one that is perhaps quite different from this,
then of course they are operating under section 94a which is their right quite
apart from anything we may be discussing here in connection with this bill.

Mr. Munro: What about their credit in the fund?

Dr. WiLLarD: Well, the comparable provincial plan will have its own
separate fund.

Mr. THorson: But, Mr. Munro, if your question relates to what hap-
pens to the securities at the moment they establish their own plan, then I
think you must refer to clause 114, which deals with the twofold aspect of
assumption of liabilities and transfer of securities held to the credit of the
fund.

Mr. Mu~NRrO: And, that is where the incentive for an agreement presumably
would come I am directing that question to Dr. Willard.

Dr. WiLLarp: Mr. Chairman, there are two completely different situations
under section 3(1) (a); the one refers to the situation where the province on
or before 30 days after this act is assented to signifies its intention to establish
and operate a comparable plan. I take it the situation you are referring to is
covered in subclause (ii) where, after the plan has been operating for some
time a province may decide to exercise the same option and withdraw; then
we do face the situation under these circumstances where we have to consider
how the province takes on all the assets and liabilities relating to the province
that they developed under the federal legislation up to that point of time, and
this is provided in the later sections to which Mr. Thorson referred.

Mr. Gray: Mr. Chairman, may I put a question to Mr. Thorson in respect
of this discussion which has taken place.

The CHAIRMAN (Mr. Cameron): Will you proceed.
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Mr. GraY: Although it does not specifically say so I presume that clause 82,
particularly, in respect of making agrements for payment of benefits in ac-
cordance with agreements with the provinces and the other similar clauses,
would provide for a term of years. It would not make much sense if they did
not.

Mr. THorsoN: Well, there would be provisions dealing with the duration
of the agreement, yes. I would not attempt to forecast whether the agreement
would be written having a life of a given number of years.

Mr. GrRAY: But, since it would have some definite term, referring to the
specific clause you were discussing, it would be most unlikely that it would
be practicable for a province to make its own legislation which would not
provide for comparable benefits during the term of that agreement.

Mr. THORSON: The point is that such an agreement can only be operative
if, in fact, there is a measure of reciprocity so far as the kind of benefits that
are provided under the two plans are concerned.

Mr. GraY: So, to that extent, we are not really in any different position
from the legislation providing for hospital insurance and the agreements made
under it with the provinces, that after a term of years a province may go its
own way.

Mr. THORSON: Well, except that I do not think this agreement can purport
to restrain what the provinces’ freedom of action is to be. They may well
provide that it is a condition of their continuing in force that the benefits
provided under the two plans be comparable.

Mr. GrRAY: But what I am driving at is this. If a province actually enters
) into an agreement specifically under paragraph 82—and I am not anticipating
this; however it is relevant to this clause—and, in effect, waives its rights
i during the term of that agreement to pass legislation, it would conflict with
‘ the agreement entered into.

Mr. THORsON: That would be the effect of it.
Mr. GraY: In so far as it is necessary to maintain comparable benefits
under the terms of an agreement made particularly under clause 82, then the

plan would not for all practical and legal purposes be changeable by the
provincial legislature during the term of that agreement.

Mr. THORsON: Well, you are really suggesting that the agreement would
bind the provincial legislature and the federal government not to make any
changes during the currency of the agreement. I would think that an agreement
would be written the other way around, that it would continue in force so
long as and on condition that the two plans remain comparable. Perhaps this
is a different way of saying it.

Hon. Mr. McCuTcHEON: On the other hand, the federal government may
decide to change its plan and certain provinces may say no, we do not want
to go that far.

Mr. KeENT: Mr. Chairman, if I may comment on Mr. Gray’s question, I
think the essential position under this program is the same, I suppose, as
Mr. Gray pointed out, as it is under any primarily provincial program, where
special steps are taken, nonetheless, to obtain national standards or a national
plan in some sense. In the case of the shared cost hospital insurance program
any province is free at any time, of course, or subject to a notice, of 10 years
initially, to do what it likes in respect of hospital insurance. The incentive
for it not to do so in that case is the structure of a hospital plan under which
the federal government shares in the cost. The incentive in the case of a
contributory pension plan cannot be of that nature. The fundamental reason
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for maintaining a national system is simply, in this case, its benefit to the
contributors; but if a province were to decide to exercise its unquestioned
constitutional right, and it had a plan which in time was different from the
nationwide plan, then of course the people of that province would lose the
benefits of national portability of pensions which, for them, perhaps are con-
siderable in importance to the benefits of a provincial hospital plan. In other
words, the incentives are different but the effect is essentially the same, and
the dependence is the same.

Hon. Mr. McCurtcHEON: But, the other provinces also would lose porta-
bility.

Mr. THORSON: At any time this would create a major problem for such a
province.

The CHAIRMAN (Mr. Cameron): Have you a question, Mr. Monteith.

Mr. MoNTEITH: Yes. We have been speaking about a province which may
opt out or withdraw from the Canada pension plan sometime in the future, let
us say 10 years or 5 years from now. If the province of Quebec or any other
province that chooses to set up a similar plan in its own right now were, in
five years, to decide to change its plan, similar to a province which has
opted out following the original Canada pension plan, can it do so? In other
words, say, Quebec and Ontario are starting out on a comparable basis now;
if Quebec, say in five years time, decides to withdraw, which any province
which has come in and then pulls out may do, can it change its plan?

Mr. THORSON: The answer, legally, of course, is yes. It would be Quebec’s
undoubted constitutional prerogative to change the plan in that respect; how-
ever, you would run into all the difficulties we have discussed.

Mr. MoNTEITH: Portability and so on?
Mr. THORSON: Yes.

Mr. Gray: If I may add one further comment, would it not be also correct
to say, taking Mr. Monteith’s example, that if Quebec changed its plan it
could only do so in so far as it would not be restricted by limitations imposed
upon it by any agreement with the federal government.

Mr. THORSON: Yes.

Mr. KENT: One of the specific examples is the problem of federal juris-
diction, the extent of which is uncertain, so far as pensions are concerned to
the worker who is under federal jurisdiction. This applies in the case of em-
ployees of the government of Canada, crown assets and such other organiza-
tions. Of course, one feature of the agreement is to provide for what happens
to those people in the case of a province having its own pension plan; if the
provincial plan were to diverge that agreement would cease to be operative
for the two years plus notice period, and then the other provisions would have
to be met regarding workers under federal jurisdiction, whatever that means,
in respect of pensions. Therefore, the whole pension system would be upset
very substantially for many people in that province, not only those who move
in and out but at least for some people already living in the province. So, again,
the incentive not to make such changes likely would be very strong.

Mr. MoNTEITH: It really is a matter of incentive to keep portability.

Mr. MoreaU: Would you not say perhaps as a question of incentive you
may also consider quite extreme political pressures and the possibility of
divergence from the federal standard of pensions being very difficult, I would
think, politically?

Mr. KENT: It certainly would be true of a downward adjustment.
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Mr. REEAUME: Mr. Chairman, I do not think we can expect the witness
to be a judge of political consequences.

The CHAIRMAN (Mr. Cameron): I do not think Mr. Thorson is accepting
that responsibility.

Mr. CHATTERTON: As a question from a layman to a lawyer, is it possible to
draft this bill in such a way that it would permit a province to opt out as now
but that then if subsequently a province wishes to put its own name to it, could
it be drafted in such a way that the Canada pension plan would be operative.
Would it be legally possible for there to be two plans?

Mr. THORsON: I am not sure I can answer that in any sort of confident way.
You will appreciate that under clause 94A it is provided that any federal
legislation in this field must not affect the operation of any provincial plan,
present or future, in relation to the same subject matter. What this really
means is we could provide for certain circumstances. Let us take the cir-
cumstance of a province reducing its own plan in the years to come to a very
minimum level; I suppose in this bill in those circumstances we could provide
that the Canada pension plan then would become operative in that province.
However, I would point out that except in that extreme circumstance it would
then be a question for the court to determine whether or not the two plans
could live side by side; in other words, whether it could be said at that time
that the Canada pension plan in fact did affect the operation of the provincial
plan. If it did then, of course, the federal legislation would have to move aside.

The CHAIRMAN (Mr. Cameron): Are there any further comments?

On Clause 4—Provisions of act mot applicable in respect of province
providing comprehensive pension plan.

Mr. THORsSON: Turning to clause 4, Mr. Chairman, clause 3 having described
what is meant by a province providing a comprehensive pension plan, clause 4
sets out the effect of such a description.

Subclause (1), as you will see, provides that in the case of a province
that has its own plan the provisions of the Bill with regard to the making of
contributions by employees and employers in respect of pensionable employ-
ment, do not apply in relation to employment in that province. However, that
statement is subject to two additional qualifications set out in subclauses (2) and
(3) of the same clause.

Subclause (2) provides that notwithstanding the first rule under which
the provisions of the act are not to apply in a province that has a plan which
is comparable to the federal plan, the provisions of this act do apply to employ-
ment by the crown or by an agent of the crown in right of Canada and similarly
do apply to any employment in respect of which the legislative authority of the
province does not extend.

Hon. Mr. McCutcHEON: Bank employees, for example.

Mr. THorsoN: Conceivably. There is a difference of opinion, as you know,
among lawyers in respect of whether employees employed in connection with
federal works or undertakings, as they are commonly defined, for example in
the labour statutes, would be under the jurisdiction of the parliament of Canada
or whether the provisions of the provincial plan would extend to them.

Subclause (3) is the second qualification to the general enunciation con-
tained in subclause (1). It was this subclause to which I believe Mr. Kent
referred. This subclause provides that the government of Canada may enter
into an agreement with the government of a province whereby in accordance
with certain stated terms and conditions, persons who are dealt with in

subclause (2)—that is to say crown employees and employees in any other
21650—5
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employment that may be beyond the reach of the legislative authority of the
province—will be subject to the provisions of the provincial pension plan
in all respects as though the jurisdiction of the province could reach out
to them.

Mr. MoNTEITH: This may be done by agreement.

Mr. THORSON: Yes. I think it is a clearly implied term that such an
agreement would be written only in the event of comparability between the
plans. By the terms of the agreement, the agreement would be in effect
only so long as the plans in fact were comparable.

Hon. Mr. McCutcHEON: That is one factor which draws in all federal
employees.

Mr. THORSON: Yes.
Hon. Mr. CroLL: There are no stools which they can fall in between.

Mr. THORSON: I think not. I believe they all are covered under one plan
or the other.

Subclauses (4) and (5) of this clause provide some additional rules which
are relevant to the substantive provisions of this clause. Very briefly I might
mention that subclause (4) provides that a person is to be regarded as being
employed in the province in which the establishment of his employer to
which he reports for work is situated. Where he is not required to report for
work to any establishment of his employer, then he is regarded as being
employed in the province in which the establishment of the employer from
whom his remuneration is paid is situated.

Mr. MOREAU: Suppose a person is working for a company doing business
in various provinces, and this company might have its head office in Ontario,
but, the employees’ duties are in the province of Quebec for part of the year.
What would happen in a situation like that?

Mr. SHEPPARD: Mr. Chairman, I understand from the comment that he
does not report to any establishment in the province of Quebec, but is just
going into the province of Quebec and the main place to which he reports
for his direction in respect of his employment is outside the province. If that
is the case, he is not covered by the Quebec plan but is covered under the
Canada pension plan.

Mr. MoreAaU: I wondered about this, because under the provisions of the
income tax laws particularly in dealing with Quebec, you are deemed to have
an establishment there if you have a vehicle or if you have any equipment
or any tangible assets in the province. I wonder how this distinction is made?

Mr. SHEPPARD: I believe those remarks with regard to equipment in a
province have to do with a case where income is deemed to be earned for a
business. If that is so, then it does not apply in respect of employment. I
might mention that the income tax rule with regard to employees at the present
time in so far as tax deductions are concerned is that the tax deductions are
made provincially in the province where the person is employed which is
the same rule you have here; but when a man goes to file his tax return at the
end of the year, his liability for provincial purposes is to the province in which
he is resident on the last day of the year, but to make the residence on the
last day of the year work for the employee, there has to be a transfer of the
tax deductions in order to make that system work under the Income Tax Act.
What is done here is parallel to the tax deduction principle under the Income
Tax Act with the coverage initially deducted by the employer based on where
the man is working.

R—
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Mr. MoReAU: Let us take the example of a builder who perhaps might
have a bulldozer and a bulldozer operator doing a job in another province
for two months. Now, under the Quebec income tax act I think he would
be required for that two months to contribute—perhaps I am in error—taxes
in the province of Quebec. }

Mr. SHEPPARD: I do not want to be too dogmatic about this without looking
it up, but I assume what you really are trying to say is that the fact that he
has some equipment in Quebec might fit into the words ‘“the establishment to
which he reports for work”.

Mr. MoOREAU: That is the definition which I understand applies in the
Income Tax Act. You are considered to have a place of business if you have
any tangible assets.

Mr. SHEPPARD: Might I look that up and let you know tomorrow?
The CHAIRMAN (Mr. Cameron): Yes.
Mr. MONTEITH: Are you through, Mr. Moreau?

Mr. MoRreAU: I think a little clarification here might be helpful. My under-
standing may be somewhat different, since I have had some experience from
working in various provinces.

The CHAIRMAN (Mr. Cameron): Mr. Sheppard will look into it and give
you the official answer later on.

Mr. MonTEITH: This should be a fairly simple question for Mr. Sheppard
to answer. Suppose there is a furniture manufacturer, let us say, at Stratford,
Ontario, and he has a traveller who is situated at Montreal, and who gets paid
commission cheques from the home firm, and who is allowed certain expenses
for travelling to surrounding towns near Montreal. At the end of the year he
files an income tax return showing his gross commission less allowable expenses.
He is a resident of Quebec and he pays his income tax at the Montreal office.
I assume that he would be paying under the Quebec plan.

Mr. SHEPPARD: If that man is employed under the definition of a contract
of employment, he would pay his contributions under the Canada pension plan
and not under the Quebec plan. On the other hand, if he is not under a contract
of employment and is deemed to be an independent operator, then he would
be deemed to be a self-employed person and would pay his contributions under
the Quebec plan.

Mr. MoreAU: I think we should have some clarification of that case, be-
cause my interpretation of the income tax law with respect to the case which
Mr. Monteith raised might be this: If he is driving an automobile around
there, he would pay his business taxes in the province of Quebec, so I do not
think the situation you are answering is correct. I do not think the circum-
stances are entirely comparable.

Mr. SHEPPARD: I can answer part of it now, if you are only concerned with
the fact that there is a traveller who has a car of his own; but that has no
bearing on it. What we are talking about is this. If he is employed and is
under a contract of employment and is working for this company in Ontario,
the fact that he employs a car which he is using in the province of Quebec
would have no bearing on it. Because what we are talking about is the
establishment of the employer to which he reports to work.

Mr. MONTEITH: He is getting paid on a straight commission basis, and he
has a contract with his employer who will pay him seven per cent on everything
he sells in the province of Quebec; he is allowed certain expenses, and he pays
his income tax in Montreal in quarterly installments. There are no deductions
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from the head office and he pays on a quarterly installment basis. To me it
would be reasonable to assume that he would come under the Quebec pension
plan.

Mr. SHEPPARD: It would depend on whether or not that man is deemed
to be an employee, and if he is deemed to be an employee, he would be under
the Canada pension plan.

Mr. THORSON: Yes, assuming he did not report to his employer’s establish-
ment in the province of Quebec, and assuming he was not paid from the
province of Quebec.

Hon. Mr. McCutrcHEON: Let us say that the cheques come from Stratford,
and let us assume that he is paid a salary and commission, and works out of
his own house.

Mr. SueppARD: He would be under the Canada pension plan.

Hon. Mr. CroLL: Senator McCutcheon poses a question and then gives his
answer. He agrees, and then disagrees. I think there is a little confusion here.
I think it is the witness who should answer the question.

Hon. Mr. McCutcHEON: Mr. Sheppard and I agreed.
Hon. Mr. CroLL: I take exception to that.

Mr. BAasrForp: In the case of the province providing a comprehensive pen-
sion plan, is there a requirement that they must apply the same rule provided
for in subclause 47 :

Mr. SHEPPARD: I would say yes.
The CHAIRMAN (Mr. Cameron): Does that complete your answer?

Mr. Basrorp: My question is supposedly answered. But suppose I take
a case in British Columbia in which situation there are all sorts of people who
fall into the second part under subclause 4. I am sure that if British Columbia
established its own comprehensive pension plan it would want to grab all these
people within its own plan. Is there not a danger of there being competition
between those two plans, as to the question of within which province these
people are deemed to be employed.

Mr. SHEPPARD: The rule was adopted as being something which could
be most easily worked having regard to the constitutional rights of the prov-
inces. For instance, suppose a person engaged someone as an employee, you
must bear in mind that the employment contributions are collected through the
employer, and the province would have no means of collecting contributions
from the employer if that employer is outside the jurisdiction of that province.
So the rule of assessing employee contributions with the employer’s contribu-
tions was arranged to be where the person reports to work, where the estab-
lishment of the employer is situated. I think you might have a situation where
a person was in British Columbia and he was getting his salary from an On-
tario employer who had no establishment in British Columbia. In that case
the province of British Columbia would be unable to collect from the employer’s
contribution the amount paid from Ontario.

Mr. MoreaU: Under the Income Tax Act in the province of Quebec the
employer, even if he has a head office there, and his cheques emanate from
Toronto or Vancouver, is still required to submit Quebec income tax deduc-
tions to the Quebec government. Therefore, his place of business is not the
sole criterion at least under the Income Tax Act, and the fact that there is no
actual pay office or establishment in that sense in the province does not remove
the obligation of the employer, even if his establishment is outside the prov-
ince, to make tax contributions or deductions, or to remit tax deductions.
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Mr. THOrsON: After all the Income Tax Act applies by its own terms to
the whole of Canada, and a rule which may be appropriate in that act does
not necessarily remain appropriate for this act where what is involved is the
ability to collect from the employer.

Mr. Moreau: I was pointing out that the Quebec income tax act, does
not apply to the employer who perhaps has his head office, let us say, at To-
ronto in the province of Ontario. It may be very difficult for the province to
require him to remit tax deductions. But that does not mean that he is not liable
for them, if they can catch him, so to speak; and action has been taken. The
reason I raise this is that there is a possibility that some claim could be made
for contributions, and that a province might claim that the percentage of con-
tributions and so on was at least applicable to the people who are ordinarily
resident in the province of Quebec, and that the contribution on the earnings
they get from employers who have their establishment outside the province
could be remitted to them under the Quebec plan.

Mr. THORSON: So long as there is in the Quebec plan, a provision cor-
responding to this, I cannot see any practical difficulty. But if there was not any
provision such as this included in the Quebec legislation, then there would be
potential difficulty, and it might become necessary to reconsider this rule.

Mr. Moreau: I think that perhaps further elaboration of the particular
establishment is required, because I think under the income tax law there is
quite a difference from what I understand your answers to be, because an
establishment is your place of business, and in Quebec, or under the federal
Income Tax Act, there is a very broad definition for it indeed.

Mr. KnowLESs: I was going to ask for the purpose of clarification, what is
the position of Quebec members of The House of Commons? Do they come
under the Canada plan or under the Quebec plan?

Mr. THORsSON: To the extent that they are employees, and they are defined
here first of all as holders of an office. This bill treats them as being employees;
it treats the crown in the right of Canada as being the employer. Since place
of employment, in this case the capital, is Ottawa, it would be Ontario. There-
fore, they would be covered under the terms of the Canada pension plan, as
members of parliament.

Mr. KNOWLES: Mr. Francis wanted to know if the question of income was
covered.

Hon. Mr. McCuTcHEON: On that point with respect to his indemnity, it is
covered up to $5,000. Let us say that at the same time the man is an officer
of a Quebec company with the head office, in Montreal, and again he has
covered an income up to, say, the maximum. From whom does he claim the
refund?

Mr. SHEPPARD: Mr. Chairman, clause 40 provides for that. The bill does
two things: first of all it defines, in clause 8(2), the share of the obligation
of the Canada pension plan for part of the refund. Secondly, it provides, in
clause 40, that in the case to which you refer there can be an agreement
between the two jurisdictions on which one will pay the refund on behalf of
both and claim the share of the refund that the other should have paid. We
are speaking in terms of a place at which he is resident on the last day of
the year.

The CHAIRMAN (Mr. Cameron): It is 20 minutes after five. I was wonder-
ing how long you wish to sit?

Mr. MonTEITH: I think contributions are a good subject with which we

can start our next meeting.
21650—6
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Mr. MARcOUX: I have one last question. What would happen if an employee
were to change his employer in the same year and if the establishment of his
new employer was not situated in the same province? Let us say that his first
employer is located in Quebec and he worked for him for about five months,
and then he moved to his new place of employment in Ontario.

Mr. THORSON: For the first part of the year he would be paying his contribu-
tions under the Quebec plan. For the second part of the year his contributions
would be paid under the Canada pension plan. In those circumstances, at the
end of the year there might be a situation where he was entitled to a refund,
in which case the provisions of clause 40 would apply.

The CHAIRMAN (Mr. Cameron): Gentlemen, we will adjourn, if that is
agreeable. We will meet tomorrow afternoon in this same room at 3.45 p.m.
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APPENDIX B

AUTOMATIC COST-OF-LIVING ADJUSTMENT OF PENSIONS IN
FOREIGN COUNTRIES

by Daniel S. Garig*

Old-Age pensions are lifetime benefits computed according to a specific
formula when originally awarded and not ordinarily recomputed during the
life of the individual pensioner. Receipt of a specified amount is thus guar-
anteed to pensioners as long as they live. The real value of the pensions, as
reflected in the actual goods and services they enable their recipients to pur-
chase, is, however, subject to change. If the price level rises after pensions are
awarded, their real value inevitably shrinks. Whatever degree of adequacy
they possessed at the time of their award is thus diminished; if the rise in liv-
ing costs persists, the adequacy of the pensions on which large numbers of per-
sons must live is progressively and eventually seriously undermined.

The impact of inflation upon the adequacy of existing benefits is a problem
in all countries that provide old-age pensions under their social security pro-
grams. There are nearly 55 countries that now pay such pensions either through
social insurance or a universal pension system or on an income-test basis. In
many countries, as in the United States, the aged population is growing rapidly,
and more and more persons are becoming pensioners. Dependent as most of
these aged are on the pension as their primary source of income, they are par-
ticularly vulnerable to price movements that lessen what they can buy with it.

For most countries the first major price rise in the present century was
that accompanying World War I. Not many countries, however, had general
public pension systems in operation at that time. After the depression of the
1930’s another period of rising prices set in during World War II. The upward
trend persisted into the late forties and during much of the fifties in many
countries throughout the world.

Until the end of World War II, practically all countries that had public
old-age pension programs endeavoured to compensate for the effects of price
| rises by ad hoc increases in the amounts of existing pensions. Each specific
: increase was voted by the appropriate legislative body. After the war the
| majority of countries continued to rely on the same form of legislative action
i for the adjustment of pensions. These adjustments, although made at irregular
‘ intervals, have been numerous. Much of the extremely voluminous legislation
enacted in the social security field since 1946 has consisted, in fact, of changes
in pension rates made necessary by the persistent rise in prices.

In recent years, however, a gradually increasing number of countries have
begun to adopt arrangements under which changes in outstanding pensions are
linked by law to changes in some kind of economic index. Pension modifica-
tions under these arrangements are put into effect by the administering agency
without legislative action, whenever a sufficient change occurs in the relevant
index. It is this type of procedure that is characterized as the ‘“automatic”
adjustment of pensions.

SUMMARY

There are now nine countries that, under their laws, currently make auto-
matic adjustment of existing old-age pensions to specified economic changes.
The first law to embody an automatic adjustment procedure in a national pen-
sion program was adopted in Denmark in 1922. Two more laws were enacted
in 1946 in Iceland and Luxembourg, and one in France in 1948. The decade of

* Division of Program Research, Office of the Commissioner.
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the fifties witnessed the addition of six more nations to the list of those with
such legislation: Belgium, Chile, Finland, Israel, the Netherlands, and Sweden.
It will be noted that four of them are Scandinavian countries, which have
taken somewhat of a lead in this field. Of the others, all but Israel and Chile
are also located in Western Europe. Israel is currently the only non-European
country in the group. Chilean legislation providing for automatic adjustments
was suspended in 1957 because of the extreme inflation there, but its provisions
are included in the analysis.

Three of the countries with automatic adjustment legislation provide for
special cost-of-living supplements to old-age pensions. Only the supplements,
which are computed separately from the basic pension but are payable along
with it, vary with changes in the official index. The remaining countries, in
contrast, make the adjustment in the old-age benefit itself.

There is some significant variation in the type of index specified by the
laws of the various countries as the basis for pension adjustments. This varia-
tion is without doubt a reflection in part of certain differences in policy regard-
ing the types of economic change that should justify a change in pension
amounts. It may also be the result in part of technical differences in the sta-
tistical series available for use as an index.

Four of the nations providing automatic adjustments link changes in pen-
sion rates to changes in some kind of price index. This is a retail price index
in two countries, the “national price index” in another, and the “pension price
index” in a fourth. Two countries tie pension changes to the movement of what
are called cost-of-living indexes. Three countries have used a considerably dif-
ferent procedure, basing their adjustments exclusively on some type of wage
index. There are important differences, however, in the kind of index used. One
country uses as an index the annual average taxable wages of insured persons,
as calculated from contributions collected. In another country the index is the
average of the wages from which the pensions newly awarded in each year
have been computed. The third uses the weighted average index of the hourly
wages of adult workers. Changes in these wage indexes naturally parallel to
some extent changes in prices—especially where there is a substantial degree
of governmental wage control—but wage changes are also, of course, influenced
by factors other than price changes.

The frequency of adjustments possible under the various laws, as well as
the minimum change in the base index that will produce a change in pension
amounts, also differs from country to country. Pension rates undergo altera-
tion in some of the countries whenever a change of at least a specified minimum
percentage occurs in the index used. In these countries the indexes are gen-
erally prepared and published monthly, and it is therefore possible for pension
changes to be made monthly, provided that the index shows an increase or
decrease of at least the specified number of points. Of the remaining countries,
one provides for quarterly adjustments, two for the possibility of adjustments
at 6-month intervals, and two for annual adjustments. In general, the countries
that employ a wage index provide for less frequent adjustments than those
using a price index.

A few of the laws require pension amounts to be altered whenever there
is any change in the relevant index, or a change of at least 1 point. The others
specify somewhat larger changes—2 percent, 23 percent, 3 percent, 5 percent,
10 percent, and 15 percent. It is either stated expressly or is virtually implicit in
nearly all the laws that pensions will be reduced if the relevant index declines,
as well as increased when it rises.

The laws are also usually explicit about the period of time, if any, that is
to elapse between a change in the base index and the effective date of the pen-
sion changes. The size of this lag is perhaps determined mainly by technical
administrative and statistical considerations in each individual nation, but in
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some countries other factors may have entered into the time interval prescribed.
The interval most commonly specified is 3 months, but in some countries it is
as brief as 1 month. Where adjustments may be made only half yearly or an-
nually, it is, of course, theoretically possible for 5-11 months to elapse between
a change in the index of the required number of points and a modification of
the pension rates.

So far as the financing of automatic pension increases is concerned, the
cost is generally met out of ordinary program revenues rather than from special
sources. Such ordinary revenues include contributions of insured persons in all
countries, employer contributions in most of them, and Government contribu-
tions in a majority. Contributions of insured persons and employers in nearly
all the countries concerned are assessed as a percentage of wages, income, or
payroll. Some rise in receipts from contributions thus tends to take place
automatically if, as often happens, wages and payrolls move upward when
prices increase. In certain countries moreover, the maximum on taxable pay-
rolls is also linked to changes in the wage or price index and fluctuates with
changes in that index. Under such an arrangement, some further increase in
the income of the pension system may automatically occur simultaneously
with an increase in pension amounts.

The remaining revenues required for financing pension adjustments come
either from accumulated reserves or, in the last analysis, from specific increases
voted by the legislative body in the contribution rates of insured persons, em-
ployers, or the Government. In a few countries, especially the Scandinavian
countries, where a large part of the cost of all old-age pensions is met out of
general Government revenues, the pension adjustments probably nearly always
entail additional appropriations by the Government after they are put into effect.

The remainder of this article reviews the automatic adjustment provisions
operative in individual countries. The countries are considered in the chronolo-
gical order in which they adopted the automatic device. The discussion deals
almost entirely with old-age pension provisions, though much the same problems
exist and the same procedures are used for other long-term benefits, such as
invalidity and survivor pensions. The discussion also deals only with the adjust-
ment of pensions after their award. It does not enter into the equally large and
complex problem of benefit formulas relating newly awarded pensions to cur-
rent price or income levels when, in the coverage and contribution periods
during which rights to such pensions were built up, price or income levels had
been much lower.

Denmark

The earliest inclusion of an automatic adjustment provision in a general
social security law appears to have been in Denmark. An amendment of its
pension law in 1922 linked general pensions to changes in the salaries of
Government employees. Annual pensions were to be raised by 12 crowns! for
a couple and 6 crowns for a single pensioner for each annual cost-of-living
increase of 54 crowns received by Government employees. Such adjustments in
pension rates were made semiannually.

This early provision for adjustment of pensions was repealed in 1927, to be
subsequently reinstated in different form in the Danish national insurance act
of 1933. The 1933 law contained a provision requiring old-age pensions, as well
as other types of social security benefits, to vary automatically with changes in
the national price index. This provision has remained in operation without any
fundamental modification down to the present time.

A “national pension” is now payable in Denmark to every aged citizen,
without regard to contributions paid in the past. The basic amounts of such

1 One crown now equals $0.145, but a different ratio existed in 1922.
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pensions are different for single persons and couples and for residents of
Copenhagen, of towns, and of rural areas; the amount is reduced, however, if
pensioners have other income above specified exemptions. Supplements are
also payable if the pensioner has a nonpensioned spouse or children, as well as
for advanced old age and deferral of pensions. A minimum pension is provided
for all aged citizens otherwise disqualified by the income test; it is equal
to 6 percent for single persons and 9 percent for aged couples of the current
average gross income of breadwinners, as last calculated by the national statis-
tical department.

The existing legislation also provides that, whenever the price index
published by the national statistical department for the months of January or
July rises or falls by 1 percent from the index for January 1956 (which stood
then at 410, with July 1914 as 100), each national old-age pension being paid,
as well as supplements and applicable income limits, shall be automatically in-
creased or reduced by 1 percent. For every additional 2 percent change in
the index, pensions are increased or reduced by an additional 2 percent. The
resulting amount in rounded to the nearest multiple of 12 crowns. The Ministry
of Social Affairs is required to publish changes in pension rates resulting from
the January index number by March 10, and these changes are put into effect on
April 1. Changes occasioned by the July index must be published by September
10 and are put into force on October 1.

The price index used is an index of retail prices that reflects the cost of
living of a typical wage-earning family. This index is compiled by the statistical
department four times a year on the basis of data collected on such items as
the prices of goods and services, tax rates, and contributions in January, April,
July and October.

The changes in this price index and in the basic amounts of the national
pension that have occurred in the postwar period are summarized in table 1.
The national pension (excluding supplements) for a single aged person living in
Copenhagen rose from 2,388 crowns to 3,660 crowns between April 1946 and
April 1959, while in rural areas it rose from 2,100 crowns to 3,216. The rise in
the pension of an aged couple was from 3,600 crowns to 5,520 in Copenhagen
and from 3,132 crowns to 4,800 in rural areas.

TABLE 1-INDEXES OF PRICES AND OF BASIC NATIONAL PENSIONS
IN DENMARK, 1946-59

Price Index Index of basic

Month (July 1914-100) Month of change pension amount
Januaty 1046, ...5,  sua s s 290 ApPLIOA8.L 0k g S s Pl 100
JADURTT TORT. o\ aiits o s R 292 Apral A0AT s samt s L s SNl Ol 103
January 1048 ... - b ol il AR 300 Aprali 10480, 11 S5 SN e whe 105
January 1950 ..o ol olea e 315 April-1960.. 7 Th i b e 108
JUly 160, o r L A RO e 323 Qotober 1850, i e rae Ben e 111
Janusry 1961, .00 S U S T) 346 P o) o1 1 11y NN e tes 7 Ol L R 120
Il 1901 1in s T R R 366 October 1981 .. ik oo o bl e 128
July1962. .5 Sl S R 378 Octoober 1052, . L. Lt s on s 131
January 1955, 1. i S L d R 388 April 088 o oL s RS 134
July 19585 7. Sl il SEE. 397 October 19551 i, Al dadl ey 136
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July 1958, =0 n 5 LR R e 419 Oectober 1956 .. . iamtitsis, 1as 142
danuary 1957050 L L ALy 427 N0 1 €y G MR 7 D S 145
July 3857 5 e 2 NI R e 437 October 1057 R w St dl S 148
July 19982, sd b o s et 440 October 1868 v S osm i iasi Jades 151
January 1959.. ... ou oo aiionsann 448 AT s 153

Joly 195981V TE e el f D Sl 448 Octoberid 969 sy, i Kk 153
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The size of the minimum pensions also changes automatically whenever
there is a change in the average income of breadwinners—the basis on which
such pensions are computed. Such adjustments may take place on April 1 or
October 1, whenever a change of sufficient magnitude occurs. They are rounded
to the nearest multiples of 12 crowns for single pensioners and 60 crowns for
aged couples. At the end of 1959, minimum pensions amounted to 756 crowns
a year for single persons and 1,140 crowns for aged couples.

About 85 percent of the cost of national pensions in Denmark is met from
general Government revenues. The remaining cost is financed through a special
1-percent tax on personal net income that is collected with the regular income
tax.

Iceland

The social security act adopted in 1946 provided flat non-wage-related
pensions, payable to all citizens at age 67, that differed only with the pensioner’s
marital status and his place of residence (town or country). These pensions
were reduced by one-half of any other income in excess of the pension. The
1946 law also provided that there should be paid, in addition to the basic
pension, a cost-of-living increment related to the price index. Surcharges
varying with the average price index for the preceding year were also to be
collected along with regular contributions payable by insured persons, em-
ployers, and the Government. Generally similar provisions were retained in
new legislation enacted in 1956.

TABLE 2—AVERAGE PRICE INDEX AND AMOUNT OF BASIC ANNUAL PENSION,
COST-OF-LIVING INCREMENT, AND TOTAL PENSION IN ICELAND, 1947-59!

Basic Cost of Total

Period Average annual living annual
..rice Index pension increment pension

January 1947-June 1949.............covuiiiannn 315 1,200 2,580 3,780
July 1949-March 1950........0ccovnvviivninnnnn. 315 1,320 2,838 4,158
ERGEEIBE0 D cnt ol Uahets Do MR e ok R R bt 1002 4,158 — 4,158
May 1950-June 1950. .. . .. o .5 e i e e e 105 4,148 2,208 4,366
July 1950-December 1950..........ccvovuuennnns 115 4,158 406 4,564
1951 131 4,080 1,265 5,345
1952 148% 4,080 1,989 6,069
1953.. 157% 4,080 2,336 6,416
1954. . 158 1/12 4,284 2,488 6,772
1955. . 162} 4,284 2,667 6,951
1956. . 175 7/12 4,680 3,537 8,217
1957 180 2/3 4,680 3,775 8,455
January 1958-May 1958...........c0ccvuiininnnnn 183 4,680 3,884 8,564
June 1958-Aungust 1958......0 .0 ivistvnvanvinins 183 4,914 4,079 8,993
September 1958-February 1959................. 190 2/3 5,381 4,879 10,260
March 1959-October 1959............cvvinennn. 1002 9,055 — 9,955

1 Amount for a single aged person living in a town. One crown equals $0.04.
2 New index introduced. Index before 1950 revision was 315; before 1959 revision it was 185.

All wages and salaries in Iceland, as well as the net income of farmers,
are adjusted quarterly, whenever there is a change in the index of prices for
consumer goods and services. The same index is used for computing the cost-
of-living increments to old-age pensions, and the same procedure is applied.

When old-age pensions first became payable in 1947, the price index stood
at 315 and the cost-of-living increment was 2.15 times larger than the basic
pension itself. A revised price index was developed in 1950, with March 1950
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as 100, and the basic pension was increased to absorb all previous cost-of-liv-
ing adjustments. By the end of 1958 the 1950 index had again risen, to around
190 points, and the cost-of-living increment to old-age pensions rose in the
same degree. On the basis of a family-living survey conducted among wage-
earner, salaried-employee, and fisherman families in Reykjavik, the consumer
price index was again revised in 1959, with a new base of March 1959 as 100.
The basic pension was once again altered to absorb all preceding cost-of-living
increments. The changes from 1947 to 1959 in the annual pension for a single
aged person living in a town are summarized in table 2.

Pensions in Iceland are financed on a pay-as-you-go basis, and no sub-
stantial reserves have been accumulated. Contribution rates are fixed to
achieve a balance of income and out-go for only 1 year at a time. Pension
increases resulting from a rise in the cost of living must thus be financed by
a concurrent increase in contributions.

Luxembourg

A law of June 21, 1946, that reinstated social insurance legislation in
effect before the “occupation” provided at the same time for automatic ad-
justment of the basic nongraduated portion of old-age pensions. Whenever
the cost-of-living index then in use rose or fell 100 points from the level of
1,500 points (with 1913-14 as 100), all basic pensions were to be automatically
increased or decreased in the same proportion—that is, by % percent. These
adjustments were to become effective the first day of the month following the
publication of the index number that occasioned the change.

In May 1948, legislation was enacted that substantially revised the salary
scale for Government employees. This legislation also provided that when-
ever the cost of living, averaged over a 6-month period, rose or fell 5 percent
in comparison with the level of January 1, 1948, the salaries as well as the
pensions of Government employees were to be automatically raised or re-
duced 5 percent. A law of April 10, 1951, subsequently provided that the
same procedure would be followed in adjusting the pensions of private wage
earners to cost-of-living changes occurring after January 1948. Similar pro-
visions were adopted for pensions of private salaried employees and self-
employed craftsmen in the same year and for self-employed farmers in 1956.

The new cost-of-living index employed in the automatic adjustment of
pensions is prepared by the statistics office of Luxembourg and uses January 1,
1948, as its base. It reflects the average annual consumption pattern of 4-adult
families and includes food, clothing, heating and electricity, and miscellaneous
components. It is computed from price quotations secured monthly in nine
localities. The index has risen 5 points on six separate occasions since January
1948—in August and December 1949, March and July 1951, and January and
October 1957.

The Government meets the greater part of the expense resulting from
the adjustment of pensions to the cost of living. It also pays about half the
cost of basic pensions; employee and employer contributions cover the re-
maining cost of basic pensions, as well as the entire cost of the increments to
pensions, which are graduated with wages.

France

A law adopted in August 1948 amended French postwar social insurance
legislation for nonagricultural employees to provide for the adjustment of
old-age pensions after they have been awarded. The adjustments. authorized
differ somewhat from those in most other countries, however, in that they
are linked to changes in average covered wages rather than directly to changes
in prices. Specifically, the law requires the Minister of Labor and the Minister
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of Finance and Economic Affairs, after consulting the Superior Social Security
Council, to issue an order each year before April 1 (and with effect from that
date) that fixes the percentage adjustment to be made in old-age pensions
already being paid. It specifies that these adjustments shall be based on the
ratio between the average covered wages of insured persons during the past
year and those in the immediately preceding year, as calculated from total
contributions collected and the total number of persons insured.

Pensions have been increased almost annually, ordinarily as of April 1 of
each year, as a result of these provisions. The percentage increases put into
effect during the past 11 years are shown below.

Year Percent
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There are no special financial arrangements for covering the cost of
pension increases. The added expense that they occasion is met from the
regular revenues of the social insurance program, which consist of an employee
contribution of 6 percent of wages and an employer contribution of 10 percent
of payroll for pension and sickness insurance combined.

Sweden

The system of universal national pensions that was established in 1946
was modified in June 1950 by the addition of cost-of-living increments linked
with price changes. The provisions currently governing these increments are
contained in subsequent amendments that became effective at the start of 1956.

Every Swedish citizen receives a national pension at age 67, without
regard to any past contributions. Before 1956, this pension was fixed at 1,000
crowns a year for single persons and 1,600 crowns for aged couples.* The 1950
legislation provided that, for each quarterly change of 5 points in the “pension
price index,” one 5-percent cost-of-living increment would be added to or
subtracted from the basic pension. Each increment thus amounted to 50 crowns
a year for single persons and 80 crowns for aged couples.

The first of these quarterly increments became payable in November 1950
when the pension price index (with June 1946 as 100) reached 108. Three more
increments were added in May 1951, when the index jumped to 122. Others went
into effect in August 1951 (index, 127), November 1951 (index, 130), May 1952
(index, 135), and August 1954 (index, 140). The index did not go above 144
during 1955, so that a total of eight increments continued to be paid throughout
that year, equal to 40 percent of the basic pension.

The amendments that took effect at the start of 1956 raised basic national
pensions to 1,700 crowns and 2,720 crowns a year, retained the 50- and 80-
crown increments but provided for their payment or deduction for any monthly
change of 3 points in the pension price index, and shifted the base of the index
from June 1946 to December 1951. The latter month was selected as the base

1 One crown equals $0.193.
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for technical reasons. It was desired to retain the same increment amounts
used previously, since the complex punchcard machinery used in administering
pension payments was keyed to it. Payment of increments was therefore made
contingent on only a 3-point change in the pension price index, and a base for
computing it had to be found that would keep increment payments on a level
that, in relation to the new basic amounts, would correspond to the previous
ratio. December 1951 was found suitable for this purpose.

Three 3-percent increments to the new basic pension amounts were im-
mediately payable in January 1956, since the index with its later base then
stood at 110. Additional increments became payable in May 1956 (index, 112),
February 1957 (index, 115), October 1957 (index, 118), April 1958 (index, 121),
and, most recently, July 1958 (index, 124). By January 1960 the index had
risen only to 125. Thus, a total of eight increments are payable at present,
amounting to 400 crowns a year for single persons and 640 crowns for aged
couples or about 24 percent of their basic pensions. During this period, two
“standard supplements” (reflecting the general rise in national income and
production) were also granted to all pensioners, amounting to 350 crowns a
year for single persons and 560 crowns for couples. The total pension thus
currently payable to every aged person (excluding means-test housing supple-
ments and special disability supplements) is 2,450 crowns a year for single
persons and 3,920 crowns for couples.

The “pension price index” with which cost-of-living increments are linked
is based essentially on changes since December 1951 in the Swedish general
consumer price index, but with a 3-month lag. The consumer price index,
with 1949 as 100, is prepared monthly by the Social Welfare Board and is
based on prices of 177 goods and services collected in 70 localities. Compilation
of this index takes about a month, and the pension price index based on it
requires Government approval. Because of the time involved, the derived
index computed on the basis of the consumer index for any given month is
referred to as the “pension price index” for the month that follows 3 months
later.

About one-fifth of the cost of national pensions, including cost-of-living
increments, is financed from a special 4-percent earmarked pension tax on
income, payable with his regular income tax by every citizen aged 18-66. The
balance is financed almost entirely from general revenues, mainly by the
National Government. There is no employer contribution.

A law adopted in May 1959 establishes a comprehensive new system of
supplementary pensions in Sweden!'. These will be payable in addition to uni-
versal flat national pensions and will be graduated according to the previous
earnings level of each worker and his years of coverage. This new system
is to be financed exclusively by employers (except for contributions on their
own behalf by the self-employed). The minimum and maximum amounts of
earnings considered for both contribution and benefit purposes, as well as wage
credits recorded for each year, are to be adjusted automatically with changes
in the pension price index.

Chile

The social insurance law for wage earners passed in July 1952 introduced
a policy of automatic adjustment of outstanding pensions in Chile. Somewhat
similar arrangements were embodied in the pension legislation for salaried
employees and seamen adopted during the same year. These provisions operated
for several years, but legislation for stabilizing prices and wages in 1957
abolished the practice of making automatic adjustments.

1 See “New Graduated Pension System in Sweden,” Social Security Bulletin, November 1959.




CANADA PENSION PLAN 141

The 1952 legislation had provided that, whenever the average wages on
which the pensions of new beneficiaries were based rose in a year more than
15 percent from the corresponding average for the year in which pensions were
last adjusted, all existing pensions were to be adjusted by the same percentage
increase on January 1 of the following year. Because of the sizeable increases
in prices and wages taking place in Chile in recent years, the application of the
automatic provision led to large adjustments. On January 1, 1956, for example,
all pensions were adjusted upward in conformity with the provision by 65.8
percent. On January 1, 1957, they were increased by a further 63.6 percent.

It was presumably the magnitude of these increases that eventually oc-
casioned the suspension of the automatic provisions in Chile. After their
suspension, however, several specific increases in pensions were voted by
Congress in the effort to compensate pensioners for the continuing rise in living
costs.

Israel

The national insurance law of 1953, which introduced contributory old-
age and survivors insurance in Israel, established a system of flat-rate pensions.
The basic old-age pension is fixed at 15 Israeli pounds a month for a single
person; it is increased to £ 22% if the pensioner has one dependent, £ 28% if he
has two, and £34 if he has three or more dependents.! There is added, how-
ever, to the basic amount paid every pensioner a supplementary cost-of-living
allowance. This allowance has become substantially larger than the basic pen-
sion itself.

The amount of the cost-of-living allowance for pensioners varies auto-
matically with changes in the cost-of-living index that is used for the payment
of similar allowances to Government employees. Under the specific formula
prescribed for computation of allowances for pensioners, the allowance is equal
to 1/100 of the product of the cost-of-living index and the relevant basic
pension, minus the basic pension.

Before 1959, changes in the cost-of-living allowance for Government
employees were made semiannually whenever the cost-of-living index showed
a change of 8 points or more. The index in use when old-age pensions first
became payable in April 1957 had as its base September 1951 and it stood at
249 when pensions were first paid. The initial supplements were thus 1.49 times
the basic pension. The supplements were increased further in July 1957, when
the index rose to 258, and again in July 1958, when it stood at 267.

A new index was introduced for the cost-of-living allowances paid to
Government employees on January 1, 1959. These allowances are now based
on the retail price index published monthly by the central bureau of statistics
(with January 1959 as 100), which reflects the retail prices of about 2,000
items contained in the family budget of an average worker’s family of four
persons. The allowances will change henceforth whenever the new index
varies by at least 2 percent. The same procedures are followed with respect to
cost-of-living supplements to old-age pensions.

The cost of pension supplements is met from the ordinary revenues of the
national insurance system. These revenues are derived from contributions by
insured persons and employers and from interest on the invested reserve.
Contribution rates, it should be noted, are not on a flat-rate basis as are pen-
sions, but instead are specified percentages of earnings and payrolls. A rise in
the cost of living, if accompanied by a somewhat comparable rise in earnings
and payrolls, may thus result in a concurrent increase in contribution income.
Moreover, most of the reserves of the program are lent to the Israeli treasury;
the Government has contracted to repay the amount borrowed, plus an amount

1 The pound equals $0.555.
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equal to the percentage rise in the cost-of-living index that has occurred since
the loan was made. Thus, a rise in pension outlays resulting from automatic
adjustment of pensions is accompanied by an automatic increase in the value
of the invested assets of the program. Interest rates on the invested reserve
are also linked with the cost-of-living index.

Belgium.

The pension law for wage earners passed in May 1955 introduced in
Belgium the practice of automatic adjustments of existing pensions to price
changes. Similar provisions were included in the pension laws for salaried
employees and self-employed persons enacted in July 1957 and June 1956 and
also in the special pension programs for miners and seamen. The 1955 law
required all pensions to be automatically increased or decreased by 5 percent
if the retail price index rose to 440 points or fell below 400 points. Further
increases or decreases of 5 percent were to be made whenever the index
deviated by an additional 5 per cent from the figure taken as a basis for the
last previous adjustment.

These provisions were amended on August 9, 1958, to tie the adjust-
ments to a revised price index using a base of 1953 as 100. The amended leg-
islation provides that pension amounts are to be increased by 5 percent when
the index first reaches 105, by a further 2% percent when it reaches 107.62,
and by an additional 2% percent for each further 2% percent rise in the index.
Provision is similarly made for reduction of all pensions if the index declines
2% percent from its previous level. Pension adjustments are made as of the
first day of the second month following that in which the index reaches the
specified level.

The first automatic adjustment of pensions under the Belgian program
took effect on February 1, 1957, and consisted of a 5-percent increase. The
second increase, one of 23 per cent, occurred on September 1, 1958. The third
and most recent increase, also of 21 percent, became effective on December 1,
1959, and resulted from the fact that the retail price index for October 1959
was 2} percent higher than the index on which the September 1958 adjustment
had been based.

The price index now being used is based on the retail prices of 35 foods,
25 nonfood products, and five services. It is derived from quotations secured
from more than 3,500 stores in 62 localities throughout the country. Rents are
not covered.

Pensions, including the increases resulting from price changes, are financed
from employee and employer contributions and an annual lump-sum Govern-
ment subsidy paid according to a gradually rising scale. Employee and em-
ployer contributions under the wage earners’ program have been payable at
the rate of 4% percent of wages each. Since at least a part of wages in the
majority of Belgian industries are themselves linked to retail price changes,
some increase in contribution income tends to occur automatically with any
rise in prices. The maximum on salaries applied in the computation of con-
tributions under the salaried employees’ program also varies automatically
with changes in the retail price index. Finally, the law makes the scheduled
Government subsidies to the program subject to adjustment to changes in the
retail price index in the same manner as pensions.

The Netherlands

The next law to embody an adjustment principle was the Netherlands
general old-age act of May 31, 1956, which set up a new program of non-wage-
related pensions payable to all aged residents. This act provides that the

e
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specified pension amounts shall, in principle, be increased or decreased auto-
matically in proportion to any increase or decrease in the wage index. The
adjustment is not completely automatic, however, since some degree of admin-
istrative discretion is allowed.

Specifically, the rates of all existing as well as new pensions are to be
altered whenever the wage index changes during a period of 6 consecutive
months by an average of at least 3 percent. Pension amounts are to be increased
or decreased by the percentage difference between the current wage index
and the earlier index, except that the new amounts are to be rounded to the
next highest multiple of 6 guilders.! If a revision of pensions takes the form
of an increase, the revision takes effect on the first day of the month
following the 6-month period in question. If a decrease is involved, it takes
effect on either the same day or later, as determined by decree.

The law authorizes pension rates to be changed before a 6-month period
has elapsed or before a 3-percent shift in the wage index occurs if there
is a special reason for the change. It also provides that when an adjustment
of pensions would produce a change in the real net income of pensioners,
and this change is not the same or approximately the same for the employed
persons covered by the wage index, the revision may be canceled or modified
in such a way as to moderate the change in the real net income of pensioners.

The law itself stipulates that the index used for the purpose of pension
adjustments shall be a weighted average index of the hourly wages of adult
workers. The specific index currently used is a monthly index of the hourly
wages of adult male manual employees in industry, transportation, and
agriculture, as computed by the central statistical office (with June 1947 as
100). When this index was selected, it was believed to be the best and most
comprehensive one available for the purpose. The intention is to develop
eventually a new wage index that will be more suitable.

The pension amounts specified in the original law were 804 guilders a
year for a single person and 1,338 guilders for a married pensioner. These
amounts were selected as of March 31, 1955, when the wage index stood at
152. From that date to June 30, 1956, the index rose to 159, or 4.6 percent,
so that when pensions first became payable at the start of 1957 they were
initially fixed at 846 guilders for a single person and 1,404 guilders for a
couple. Since the index had risen further between June 30 and December 31,
1956, to 162, however, pensions during the first half of 1957 were later raised
retroactively to 858 and 1,428 guilders.

The wage index rose once again, from 162 to 174, during the first 6
months of 1957. A part of this rise, however, was the result of a compulsory
wage index had risen 3.9 percent and stood at 188 for 6 consecutive months.
for the newly imposed old-age tax of 6.75 percent. For this reason, pension
rates were not adjusted by the full amount of the 7.4 percent increase in the
wage index but instead were set at 876 and 1,452 guilders beginning July 1,
1957.

The wage index of August 31, 1957, registered a further substantial
advance, to 181—again the result of a special circumstance. This was another
compulsory wage increase to compensate for a general rise in rents connected
with the gradual unfreezing of postwar rent controls. Since it was found
after investigation that the rent increases impinged more heavily on the
budgets of aged persons than on those of wage earners generally, pension
amounts were increased as of August 1, 1957, by proportionately more than
the rise in the wage index—to 936 and 1,524 guilders. The next and most
recent increase in pension amounts took effect November 1, 1958, after the

1 One guilder equals $0.263.
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wage index had risen 3.9 percent and stood at 188 for 6 consecutive months.
The current pension rates, fixed at that time, are 972 and 1,584 guilders a
year.

The cost of old-age pensions in the Netherlands, including that of any
increase resulting from changes in the wage index, is financed mainly from
a special 6.75-percent personal old-age tax on the net taxable income of
every resident. A ceiling is placed on the annual income on which the tax
is payable, but the law provides for this maximum also to vary with changes
in the wage index. Its level is to change automatically as of January 1 of any
year, whenever the wage index for the preceding July has varied by at least
3 percent from the index on which the previous revision of the maximum had
been based.

The maximum on net income for purposes of the old-age tax was originally
fixed in the law at 6,000 guilders a year, but, when the program actually
started at the beginning of 1957, it became 6,900 guilders as a result of the
rise in the wage index. It was raised again to 7,450 guilders on January 1,
1959, because of the changes in the wage index occurring during 1958. No
change has been made in the 6.75-percent contribution rate since the start
of the program, despite several increases in pension rates. It appears, therefore,
that the rise in contribution revenue resulting from a general increase in
income as well as from the higher ceiling has in general been sufficient thus
far to finance the higher costs occasioned by the pension adjustments.

Finland

At the same time that a new national pensions act was enacted in Finland
in June 1956, a companion law was adopted that provided for linking both
the universal basic pensions and supplementary assistance pensions included
in the main law with changes in the cost of living. Under this law, pensions
are increased or reduced to the extent to which the cost of living at the time
of payment has risen or fallen in comparison with the cost of living at the
time when the pension rates were last fixed. The same adjustment to cost-of-
living changes is made in the income limits applied in determining elegibility
for the assistance part of the pension. The above adjustments are now being
made whenever a change of at least 10 percent occurs in the Finnish cost-of-
living index.

Other Countries

There are some countries in which the social security legislation implies
with varying degrees of explicitness that the rates of existing pensions and
other social security benefits are to be medified when there is a change in
economic conditions, although provision is not made for automatic changes
in benefit rates.

The British national insurance act of 1946, for example, requires the
Ministry of Pensions and National Insurance to review benefit rates after
each quinquennial actuarial report in relation to the current circumstances
of insured persons. Consideration must be given, in particular, to expenditures
required for the preservation of health and working capacity, to changes in
the circumstances of beneficiaries since the rates were last adjusted, and
to the likelihood of future changes. A report must be submitted to Parliament
on completion of the review.

The social insurance law enacted in Greece in 1951 provides that, in
the event of significant variation in the general cost-of-living index, all
pensions being paid may be changed by a percentage decided upon by the
governing body of the Social Insurance Institution. Its decision, however, is
subject to the approval of the Minister of Labor.
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Two 1957 laws effecting extensive changes in pension insurance for wage
earners and salaried employees in the Federal Republic of Germany specify
that, in the event of a change in the average earnings of insured workers
(averaged over the first 3 of the last 4 calendar years), all existing pensions
are to be adjusted “by the passage of a law.” Such statutory adjustment is
to take into account, however, the development of the Nation’s economic
capacity and productivity and any change in the per capita income of the
gainfully employed. The laws also require that reports be made to Parliament
by September 30 of each year on the financial position of the two pension
programs, the development of the Nation’s economic capacity and productivity,
and changes in per capita income during the preceding calendar year. These
reports are to be accompanied by the expert findings of a social advisory
council, and by Government proposals for adjustment of outstanding pensions
if considered desirable. The German laws leave to Parliament, nevertheless,
the final decision as to whether or not existing pensions will be readjusted.

It was found during 1958 that the average monthly wages of insured
workers in Germany had risen from 379 marks during 1954-56 to 401 marks
during 1955-57. As a consequence, the West German Parliament approved
a 6.1-percent increase, effective January 1, 1959, in almost 7 million existing
pensions. This was the first application of the adjustment provisions of the
new legislation.

The German pension programs are financed by tripartite contributions
of insured persons, employers, and the Government. The maximum earnings
on which employee and employer contributions are payable varies automa-
tically with changes in average insured wages, since it is set by law at
double such wages. The maximum thus rose from 760 marks a month in
1958 to 802 marks in 1959. The law also provides that the size of the annual
lump-sum Government contribution shall vary automatically with changes
in average wages.

Sources: Social Security Bulletin, March 1960, Volume 23, Number 3, pp. 13-19 and 24.
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MINUTES OF PROCEEDINGS

WEDNESDAY, December 2, 1964.
(6)

The Special Joint Committee of the Senate and of the House of Commons
on Canada Pension Plan met at 3:52 o’clock p.m. this day. The Joint Chairman
of the Senate section, Senator Fergusson, presided.

Present:

Representing the Senate: Senators Blois, Croll, Denis, Fergusson, Lang,
McCutcheon, Smith (Queens-Shelburne), Stambaugh (8).

Representing the House of Commons: Messrs. Aiken, Basford, Cameron
(High Park), Cantelon, Chatterton, Francis, Gray, Knowles, Laverdiéere, Lloyd,
Macaluso, Marcoux, Monteith, Moreau, Munro, Perron, Rhéaume, Scott (18).

In attendance: Dr. Joseph Willard, Deputy Minister of Welfare, and Messrs.
D. Thorson, Assistant Deputy Minister of Justice, Tom Kent, Policy Secretary,
Prime Minister’s Office, and D. Sheppard, Assistant Deputy Minister of National
Revenue.

The Joint Chairman opened the meeting.
The Committee resumed consideration of Bill C-136.
On motion of Senator Croll, seconded by Mr. Francis,

Resolved,—That the manuscript containing replies to some questions
raised during the morning session of December 1, 1964, of the Special Joint
Committee on Canada Pension Plan be published as an appendix to today’s
Minutes of Proceedings. (See Appendix “C”).

On motion of Mr. Rhéaume, seconded by Mr. Cantelon,

Resolved,—That the brief containing examples pertaining to Canada Pen-
sion Plan be distributed to members of this Committee, and also published as
an appendix to today’s Minutes of Proceedings and Evidence. (See Appendix
“D”).

The examination of the witnesses continuing, at 5:35 o’clock p.m. the
Committee adjourned until 9:30 o’clock a.m. on Thursday, December 3, 1964.

Maxime Guitard,
Clerk of the Committee.

Note—The evidence, adduced in French and translated into English,
printed in this issue, was recorded by an electronic recording apparatus, pur-
suant to a recommendation contained in the Seventh Report of the Special
Committee on Procedure and Organization, presented and concurred in, on
May 20, 1964. (This note applies to Issue No. 1).
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APPENDIX “C"

Replies to some Questions Raised During the Morning Session, December 1,

of the Joint Committee on the Canada Pension Plan

1. Question: What is the actuarial value of a pension of $104 a month
at ages 65 and 707

Answer: Calculated on the basis of the mortality rates of the Canadian
Life Table, 1960-62, and interest at 4 per cent per annum, the value of a
pension of $104 monthly from age 65 for life is $12,295 for men and $14,102
for women. The corresponding value of a pension from age 70 for life is $10,241
for men and $11,746 for women.

2. Question: How does the United States Old Age, Survivors and Dis-
ability Insurance program provide for adjustments of (a) the contributor’s
earnings record, (b) pensions already in pay?

Answer:

(a)

(b)

The provisions of the United States OASDI Act have been amended
from time to time since it was first introduced in 1935. Amendments
in 1950, 1954 and 1955 changed the benefit formula and the scope
of coverage quite considerably. As a result of these changes it was
found necessary to exclude from the -calculation of average
earnings, the contributor’s earnings in the period 1936 to 1950;
only his earnings after 1950 will be used, in most cases, in deter-
mining the value of his pension. For this purpose, then, a contri-
butor’s earnings record will be adjusted by excluding (i) earnings
in the period 1936 to 1950, (ii) earnings in one’s five poorest years
after 1950, (iii) earnings in any year during which the contributor
was disabled.

Minimum and maximum benefits and pensions already being paid
are adjusted periodically by special acts of Congress. In 1950 the
Congress voted substantial increases in benefits already in pay. They
also voted increases in 1952, 1954 and 1958. In 1964 both the House
of Representatives and the Senate voted for across the board in-
creases in the benefits being paid to existing beneficiaries. The two
houses were agreed on this point. There were other suggested pro-
posals to amend the Social Security Act on which they were not in
agreement.

The minimum benefit was increased to $20 in 1950, $25 in 1952,
$30 in 1954, $33 in 1958, and $40 in 1961. The maximum benefit
was increased to $80 in 1950, $85 in 1952, $108.50 in 1954, and $127
in 1958. The following table of average old age benefits in current
payment status at the end of the year indicates the magnitude of
the increases effected in 1950, 1952, 1954 and 1958.
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Average Old Age

Year Benefit
$
1940 st ven v & el b s R e U o 22.60
T e e R Ut S 0 o R e 22.70
LO42 5 el o e L Sl S e T 23.02
182 7 5 S G Rl FB S e O L e 23.42
1944 o v Tnn snh il s o oerm Gt Sy RVTE N v S R e 23.73
TOAD Ll i ooy i s o R 24.19
946 ol L s R e RS R PR U 24.55
R U ARSI MR b e 0 b A LB e 24.90
1948 L0 vy sleis e S S S S P e S 25.35
B e e P s LS it i S T 26.00
1950 it dlane il it SR S S S 43.86
TOBY L v vid b s s e et L e A 42.14
1062 ... il nte i a2 E e A S SRS 49.25
B T v e il B R S el Bl 1 5110
B e e o e B I Sy e W D Ve 59.14
1958 oioalndiin S O MR S M SRR G D ar U el e A 61.90
1956 4 itk o 30s il m s IR e G T S N LS e e 63.09
1967 o 20 e RS e e e d T o i S 64.58
068 & o ST L e e S N 66.35
1959 - sl R RIS S e (S S S v e e 72.78
1960 ai,u. b Gl TR Rl B e e e RO e o el D 74.04
1961 . o samicali2tinas, SRl e b Sl TIChy S iEdt SIS &5 el S 75.65
1962 oo ol B e bdieress Aot M LW i G AR e 76.19

3. Question: How does the British National Insurance program provide for
adjustments of pensions already in pay?

Answer: The present National Insurance program commenced in July 1948.
It provides flat-rate benefits to all retired contributors. Adjustments in the
amounts of these pensions are made periodically by Acts of Parliament. The
retirement pension for a single person was increased from £1 6s. to £1 10s.
in September 1951. It was increased to £2 in April 1955. In January 1958 it was
increased to £2 10s. In April 1961 it was increased to £2 17s. 6d. and in May
1963 it was increased to £3 7s. 6d. At the same time there were increases in
the supplement payable for a wife.

The new British government has given notice that it intends to ask parlia-
ment to increase the rate for a single person to £4 a week.

4. Question: What are the values for the cost of living, the level of wages,
and the per capita Gross National Product since 1927?
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Answer:

GROSS NATIONAL PRODUCT, CONSUMER PRICE INDEX, AND
AVERAGE WEEKLY WAGES AND SALARIES, CANADA, 1926 TO 1963

Gross National Product

at Market Prices Average
Consumer Weekly
Current, Price Index Wages and
Year Dollars Per Capita  (1949=100) Salaries(#)
$ millions 3 $
5,152 545 75.9 —
5,549 576 74.6 —
6,046 615 75.0 —
6,134 612 75.8 —_
5,728 561 75.3 —_—
4,699 453 67.9 —
3,827 364 61.7 —
3,510 330 58.8 —
3,984 371 59.6 —_
4,315 398 59.9 —
4,653 425 61.1 —
5,257 476 63.0 —
5,278 473 63.7 —
5,636 500 63.2 23.44
6,734 592 65.7 24.94
8,328 724 69.6 26.65
10,327 886 72.9 28.62
11,088 940 74.2 30.79
11,850 992 74.6 31.85
11,835 980 75.0 32.04
11,850 964 0.5 32.48
13,165 1,049 84.8 36.19
15,120 1,179 97.0 40.06
16,343 1,215 100.0 42.96
18,006 1,313 102.9 45.08
21,170 1,511 113.7 50.04
23,995 1,660 116.5 54.41
25,020 1,685 115.5 57.53
24,871 1,627 116.2 59.04
27,132 1,728 116.4 61.05
30,585 1,902 118.1 64.44
31,909 1,921 121.9 67.93
32,894 1,926 125.1 70.43
34,915 1,997 126.5 73.47
36,287 2,031 128.0 75.83
37,391 2,050 129.2 78.11
40,339 2,172 130.7 80.55
43,007 2,276 133.0 83.41

(#) Industrial composite. Excludes agriculture, fishing, trapping and domestic service.

Sources: Dominion Bureau of Statistics, Canadian Statistical Review, Historical Summary 1963, Tables
2, 6, 22, and 31, and October, 1964; National Accounts, Income and Ezpenditure, 1963.

Research and Statistics Division,
December, 1964.

5. Question: Do any of the private pension plans in Canada provide for
the automatic adjustment of the past earnings of the employees they cover,
in order to allow for increased wage levels and productivity?

Answer: A pension plan which provides for the automatic adjustment of
past earnings records does so in order to recognize that general wage levels
throughout one’s lifetime will probably rise. If the amount of the pension is
related to the level of one’s earnings throughout one’s career, an automatic
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adjustment of past earnings in line with changes in wage levels might be con-
sidered desirable. However, if the amount of the pension is related to the level
of one’s earnings in the last year or last few years before retirement, or to
one’s years of best earnings, the need for any automatic adjustment in past
earnings records tends to disappear.

In 1960 the Dominion Bureau of Statistics conducted a survey of private
pension plans in Canada. This survey did not seek to determine whether or not
these pension plans contained escalation clauses. Therefore it cannot be stated
whether or not any of the plans with pensions based on career average earnings

provide for the automatic adjustment of these earnings. However, one of the-

questions asked in the survey concerned the type of benefit formula used.

The following table indicates that about 49.8 per cent of employees in
pension plans were in plans in which the benefit was based upon either the
employee’s final earnings, his average earnings over a designated number of
years immediately prior to retirement, or his average earnings over a desig-
nated period of best earnings.

No. of Percent- Male Percent- Female Percent- Total Percent-

Type of Benefit Plans age Members age Members age Members age

Unit benefit—
Final earnings......... 28 0.3 10,126 0.7 667 0.2 10,793 0.6
Average final earnings. 270 3.0 177,386 12.1 106,334 26.6 283,720 15.2
Average best earnings.. 117 1.3 521,195  35.6 111,100 27.8 632,295(0  34.0
Career average earnings 2,370 26.6 369,220 25.3 99,027 24.8 468,247 25.1
Money purchase. ........ 5,392 60.4 204,572 14.0 37,555 9.4 242,127 13.0
Profit sharing pension.... 211 2.4 19,287 1.3 4,329 1.1 23,616 1.3
Composite: ..o hi s st 121 1.4 16,154 1.1 8,670 2.2 24,824 1.3
Flat amount...... ... 411 4.6 145,268 9.9 31,791 7.9 177,059 9.5
otall r Lot 8,920 100.0 1,463,208 100.0  399,473® 100.0 1,862,681¢% 100.0

@ Includes Federal Government employees covered under the Public Service Superannuation Act
and members of the armed forces, covered under the Canadian Forces Superannuation Act.

@ TIncludes 41,351 males (1,463,208-1,421,857) who are members of more than one plan.
@ Includes 6,308 females (399,473-393,165) who are members of more than one plan.
) Includes 47,659 members (1,862,681-1,815,022) who are members of more than one plan.

Source: Dominion Bureau of Statistics, Pension Plans, Non-Financial Statistics, 1960, Table 7.

6. Question: What are the current administrative costs of the Old Age
Security program, and what percentage are these of total expenditures on
benefits?

Answer: In attempting to determine the administrative costs of the Old
Age Security program, it should be remembered that Family Allowances,
Family Assistance to immigrant children, and Old Age Security pensions are
all part of the same administration. The total costs of administering these com-
bined programs in 1963-64 were:

Department of National Health and Welfare ..........$3,006,698

Comptroller of the Treasury ............ 2o s 4 5316, .06 T,
PubliciWiorkss o et il 08 S S e etsainae 281,358
Totalen iy da il i el ya Rl Lo A $7,606,023
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It is not possible to give the costs attributable separately to each of the
three programs involved; however, if the total costs are apportioned according
to the number of cheques issued, the following distribution results:

Earmivi i oWanIees o L o e S T e S $5,595,372
(A1 L Lt R A SR T B 1,981,601
SR ASHISEanee o S M T D e L B e 18,050

S Tyag ] e T L S R F R LA R el L O e $7,605,023

The $1,981,601 administrative expenditures apportioned to Old Age Secur-
ity amount to just over one-quarter (26 per cent) of the total administrative
expenditures. When expressed as a percentage of total Old Age Security
benefit expenditures in 1963-64 ($808,391,300), the administrative expendi-
tures amounted to 0.25 per cent. Combined administrative expenditures for
the three programs amounted to 0.56 per cent of the $1,347 million spent in
‘benefits.

It might be noted that Dr. Robert Clark, in his 1959 study of Economic
Security for the Aged in the United States and Canada, faced this same
problem. The following extract from his report, paragraphs 1003 to 1007,
is relevant:

1003. It is desirable, if possible, to attempt to separate the costs of
administration of Old Age Security from those of Family Allowances. A
first approximation is based upon the relative number of accounts. There
are three Family Allowances accounts for every one account for Old
Age Security. Thus about one quarter of the administrative costs or $1.8
million could be assigned to Old Age Security for the year 1957-58.

1004. The factor of one quarter may, however, be somewhat high
because, while each Old Age Security account represents only one person,
each Family Allowances account represents on the average about two
and a half persons.

1005. Costs of issuing the cheques are, of course, correlated with the
number of accounts. On the other hand, administrative actions such as
those required with respect to attainment of age sixteen, school attend-
ance, support by parents, proof of age, and death, are related to each
person and there are proportionately more people in the Family Allow-
ance accounts. Most Old Age Security accounts are terminated by death
and, as mentioned earlier, payment of the last cheque may be an ad-
ministrative problem. Moreover, proof of age is a more difficult problem
for old people than for children.

1006. Recipients of Old Age Security Pensions constitute about one-
eighth of the total number of persons covered by both Family Allowances
and Old Age Security accounts. It would appear, therefore, that to take
the administrative costs of Old Age Security as being one-quarter of the
combined costs is to use a figure that does not underestimate their value.

1007. Thus it seems reasonable to conclude that for the fiscal year
ended March 31, 1958, administrative expenses for Old Age Security
amounted to about $1.8 million. This sum is approximately equal to
two-fifths of one per cent of the total amount of pensions paid.
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EVIDENCE

WEDNESDAY, December 2, 1964.

The CHAIRMAN (Hon. Mrs. Fergusson): We have a quorum gentlemen. We
are to have Mr. Thorson again as witness. We shall ask him to continue, but
before we do so, let me say that some of the questions asked are answered by
the department, and I have the copies in my hands. What would the committee
like to have done with them? Do you wish to have them printed and circulated,
or do you want them added to the minutes?

Hon. Mr. CroLL: I move that they be appended to today’s proceedings.

Mr. Francis: I second the motion.

Mr. MonTeITH: Will these appear at the first of today’s proceedings as
answers to questions asked yesterday?

The CHAIRMAN (Hon. Mrs. Fergusson): I presume this would be the case,
or whatever the committee would like.

Mr. MoNTEITH: I am thinking of continuity. I am thinking of myself, but
referring to questions which might have been asked yesterday and not answered;
I think they might well appear at the first of today’s proceedings.

The CHAIRMAN (Hon. Mrs. Fergusson): Is that agreeable to the committee?
It has been moved by Senator Croll and seconded by Mr. Francis that the replies
to some of the questions asked on December 1 be included in today’s minutes,
and that they appear at the beginning of today’s report. Do you agree to this?

Motion agreed to.

Mr. CHATTERTON: Are there enough copies to go around now?

The CHAIRMAN (Hon. Mrs. Fergusson): No. I hope you will understand that
these are not all the answers, but just those which they have been able to make
ready for today.

The Co-CHAIRMAN (Mr. Cameron): There are only two, Madam Chairman.

The CHAIRMAN (Hon. Mrs. Fergusson): The idea was that we should have
a French translation. Now, Mr. Thorson.

Dr. J. W. WiLLARD (Deputy Minister, Department of Nationl Health and
Welfare): I believe Mr. Sheppard has some answers to some questions asked
vesterday. I wonder if before we proceed with further clauses of the bill, he
might speak to them.

Hon. Mr. CrRoLL: We are not hearing you well back here.

Mr. D. H. SHEPPARD (Assistant Deputy Minister, Department of National
Revenue (Taxation)): I have not prepared my replies in written form, so I
shall just place them on the record orally.

The CHAIRMAN (Hon. Mrs. Fergusson): Thank you.

Mr. SHEPPARD: A question was asked yesterday about the number of con-
tributors who would be entitled to a refund by reason of the fact that they
earned more than $5,000 in a year, or in more than one year. The number that
we have estimated for this purpose is 253,433.

In giving this number I have to tell the committee that we have no break-
down of the number of people who received income of over $5,000. We have
had to make an estimate from the total number who have worked for more
than one employer.
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Now with regard to another matter, I also wish to tell the committee at
this time that there is another circumstance under which an employee could be
entitled to receive a refund, and it refers to the situation where the person
earns under $5,000 and does not work for a full 12 months, by reason of which
he does not receive the full exemption. The number in this case is estimated at
1,015,020, making an aggregate total of 1,268,453. That is the answer with
regard to that question.

Now then, there was another question I was asked to comment upon yester-
day which had to do with the problem of substantial equipment in regard to
the definition found in subclause (4) of clause 4 of the bill. The term “sub-
stantial equipment” is found in income tax regulation No. 2600, and it has
to do with the definition of permanent establishment which has relevance to
where the profits of a business are earned for provincial income tax purposes.

The words that are used here are, “Where the individual uses substantial
machinery or equipment in a particular place at any time in a taxation year,
he would be deemed to have a permanent establishment in that place.” This
particular provision has relevance only to the purpose for which it is placed in
the regulations, to determine what amount of abatement shall be given for
federal income tax. And conversely, what income is to be taxed by the province
if the province adopts the same rule. For this purpose they all have done so,
and that is the main purpose for which it is applied.

The words in subclause (4) of clause 4 refer to the establishment of the
employer. These words are not defined, therefore you have to refer to the
ordinary dictionary definitions of establishment. If I might use an illustration,
I would take the case of a contractor. It is my opinion that if a contractor has a
contract extending over a period of months, and he places a small office on the
contract site, where he places a supervisor, and where the employees report to
work, then that would be an establishment for this purpose.

The use of substantial equipment would not of itself imply there is an
establishment for the purpose of section 4 (4), but it is hard to conceive of
having substantial equipment at a location without having some sort of estab-
lishment to look after it.

Hon. Mr. CroLL: Mr. Sheppard, let us suppose that one of the contracting
firms which is spread across the country, pays its employees from head office.
Do you draw a distinction between having a place where there is a supervisor
on the premises, and one where there is no one on the premises? I am thinking
of a large employer who pays his employees, let us say, from Toronto, while
the work is being done in the province of Quebec. Where do you draw the
distinction?

Mr. SHEPPARD: The primary words in this clause state that a person is
deemed to be employed in the province in which the establishment of the em-
ployer to which he reports for work is situated, so the place where he gets
his remuneration is not material, if he does report to work at an establishment.
It is only material if he does not report to work for any establishment. In the
latter case it is considered that the remuneration is the determining factor.

Hon. Mr. CrorLL: You say there must be something on the premises in the
way of an office. Is that the way you judge it?

Mr. SHEPPARD: I am only giving you an opinion on what I think the estab-
lishment means. It must be some sort of a set-up, and the employee goes to
that particular place and receives instructions. It has to be more than just
a tractor running up and down the road. It has to have a degree of permanency,
although it may not be permanent. I wonder if Mr. Thorson wishes to add any-
thing to it.

The CHAIRMAN (Hon. Mrs. Fergusson): Does anyone ‘else wish to ask Mr.
Sheppard about his presentation? If not, we shall ask Mr. Thorson to continue.

o ——
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Mr. BAsrFoRrD: Under subclause (4), I am curious about which province gets
the benefit of these contributions.

Mr. SHEPPARD: Madam Chairman, it is proposed to use the same rules which
are here for that purpose; the rules which are incorporated here for the pur-
pose of determining to which province you make the contributions apply for the
same purpose.

The CHAIRMAN (Hon. Mrs. Fergusson): Thank you.

On Clause 5—“Minister” defined.

Mr. D. S. THORSON (Assistant Deputy Minister, Department of Justice):
Clause 5 is the first clause under part one of the bill dealing with contribu-
tions, and is probably self-explanatory. By virtue of clause 94 of the bill, the
Minister of National Revenue who is here defined as being the minister for
all purposes under part I, is the minister responsible for the administration of
part I of the bill.

Turning to Division A, clause 6, subsection (1) of this bill defines what
is meant by pensionable employment for the purposes of the act, and subsection
(2) on the same page sets out what is meant by excepted employment. These
definitions are of course important, because contributions are required from
persons employed in pensionable employment and from their employers;
whereas no contributions are required from persons in excepted employment.

Pensionable employment must be employment in Canada except in the case
of employment which may be included in pensionable employment by reason
of regulations made under section 7. I might add that when a person is em-
ployed in pensionable employment he need not be resident in Canada, however,
in order to be required to contribute. The principal rule is that pensionable
employment is employment in Canada that is not excepted employment, that
does not come under subsection (2); while excepted employment is employ-
ment which would be included in pensionable employment were it not ex-
cluded from that category.

The exclusion of various employments listed in subsection (2) is for the
most part for legal or for administrative reasons.

Madam Chairman, I am not sure how the committee might wish to proceed
with these provisions. Do you want me to deal with them paragraph by para-
graph, or would it be helpful to read them and then comment on them?

Mr. MoNTEITH: I would think Mr. Thorson should go through it paragraph
by paragraph and if he has any expansion on each paragraph he could deal
with it at that time.

Mr. THORSON: The first category of excepted employment is employment
in agricultural enterprises and certain related primary industries by an em-
ployer who either pays his employee less than $250 a year in cash wages or
employs his employee on terms providing for the payment of cash wages for
a period less than 25 working days in any given year.

Mr. CHATTERTON: May I just ask a question regarding cash remuneration?
How about the perquisites which are provided in the case of forestry? Often
the perquisites are greater than the cash remuneration.

Mr. THORSON: They would not be taken into account for the purposes of
this particular rule. This orly deals with cash remuneration.

Mr. AIRKEN: Is that applied throughout the bill in general?

Mr. SHEPPARD: No, it is not, so that in some cases allowances for board
and lodging, and so forth, could be included as wages to bring them within
the $600 rule.

Mr. THORSON: That is correct. For the purposes of this particular exclusion
what the bill deals with are the cash wages paid to the employee in a given
year.
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Mr. AIRKEN: Why do we take $250 in this particular rule when $600 is the
general rule throughout the bill?

Mr. SHEPPARD: The purposes of this particular rule are slightly different.
First of all, it excludes the amount entirely, and once having got over this
amount, then the ordinary $600 rule applies for the total earning. The main
purpose of it was to avoid these marginal and primary cases having to do
with a lot of transient workers. Twenty-five working days and $250 were
picked for that particular purpose.

Hon. Mr. CroLL: Could it have been $300 and 30 days?

Mr. MONTEITH: You mean $10 and 30 days.

Mr. SHEPPARD: It amounts to 25 days at $10 a day.

Hon. Mr. CroLL: You said it was thought that that would be a reasonable
way of approaching it.

Mr. THORSON: I might add that under the United States law the cor-
responding figure is $150. Paragraph (b) excludes employment of a casual na-
ture otherwise than for the purposes of the employer’s trade or business. Thus
pensionable employment does not include casual employees who do odd jobs, for
example, around the home or elsewhere, so long as such jobs are not connected
with the employer’s trade or business. Let me give you an example illustrating
the latter qualification: if a person is employed to paint a room in his em-
ployer’s residence, that would not be pensionable employment, it would be
regarded as casual employment, but if he is employed to paint the business
premises in which the employer carries on his business, that would be regarded
as being pensionable employment. Where such a person does the work on a
contract basis as an independent contractor, he would, of course, be regarded
as a self-employed person and would contribute as such under clause 10 of
the bill.

Mr. CHATTERTON: May I ask a question about summer employment for
students? I know they are required to pay their contribution, but will the
employer also be required to pay a contribution if the student works for four
months in the summer?

Mr. SHEPPARD: If the student is over 18 years of age he would be required
to pay.

Mr. CHATTERTON: The student will pay and so will his employer? Will
he claim a refund?

Mr. SHEPPARD: If he earns enough so that it would amount to more than
the exemption allowed for that particular period.

Mr. FraNncis: His refund will be calculated strictly on the same basis as
that applied to any other employee?

Mr. THORSON: Summer employment, merely because it is summer employ-
ment, would not be regarded as being casual, although it might well be casual
having regard to the particular kind of employment.

Mr. CHATTERTON: The student who works every summer would pay and
so would his employer. Is that correct?

Mr. THORSON: Yes.

Mr. CHATTERTON: What about the refund since he is a student?

Mr. THORsON: He will not receive a refund unless the total of his earnings
is less than his basic exemption for the year.

Mr. SHEPPARD: May I add to that, he would also obtain a refund if the
contribution he paid was more than he should have paid calculated on an
annual basis.

Mr. MonNTEITH: Would his exemption for the four months be $200?

|
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Mr. SHEPPARD: That is right, for the purpose of the deduction.

Mr. REEauME: If I understood that correctly, then university students, all
of whom, let us hope, earn in excess of $200 in a summer—at least they are
going to have to do so if they go to university—will be contributing under the
Canada pension plan.

Mr. THORSON: Yes, if they are over 18 years of age and if they are
engaged in employment that is not by its nature casual. There can of course
be students who would have casual earnings.

Mr. MOREAU: In their total earnings were $600, although they earned at
a rate of pay during their employed months which could put them in the
plan, would they be able to claim a refund?

Mr. THORSON: Yes.

Mr. RHEAUME: They would need the refund.

Mr. CHATTERTON: But if they earned more than $600 in the summer
months would that count as a year towards the average earnings?

Mr. THORSON: Yes, it would.

Hon. Mr. McCuTcHEON: How many applications for refund a year is the
department receiving?

Mr. SHEPPARD: We read into the record an estimate of 253,000 of the
type you are asking about, with earning over $5,000, and 1 million X 15,000
with earning under $5,000 where they do not work the whole year, which
makes a total of 1,268,000.

Mr. RHEAUME: Who is going to decide whether the employee is painting
his employer’s residence or his place of business? How is this going to be
decided? Painting a house could be casual employment and exempted, or it
could be otherwise. Who is going to make these decisions?

Mr. THORSON: The basic obligation rests on the employer. It is for him
to make the remissions required by the law.

Mr. MONTEITH: If you are hiring a painter as such, he is self-employed,
as Mr. Sheppard pointed out, and consequently he is under contract and you
do not deduct from him.

Mr. RHEAUME: Were these 1,268,000 applications for refunds considered
in the answer I got yesterday that administrative costs would be one tenth of
one per cent?

Mr. SHEPPARD: Yes.

Hon. Mr. LANG: What would be the situation if I were regularly employed
and I was also self-employed above the amount of the exemption. As self-
employed I would be paying the full amount and I would also be paying my
share or a portion equal to that of my employer. How would you deal with
my refunds under those circumstances?

Hon. Mr. McCuTcHEON: He is thinking of Mr. Douglas Fisher.

Mr. THORsON: Self-employed earnings of a person are arrived at by a
computation made at the close of the year. At that time a person who has been
both employed and self-employed during the same year will be in a position
to know what he has contributed as an employee, and that will go, in the
first instance, towards determining the amount remaining if any, on which
he would be entitled to make a contribution as a self-employed person. He
would first contribute as an employee, and then, only secondarily, would he
be able to make up any difference at the higher rate as a self-employed
person.

Mr. MoNTEITH: May I ask a supplementary question? I take it he would
have to pay anything if as an employee had $79.20 deducted? Am I right?
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Mr. SHEPPARD: That is right.

May I add to this? It would be the case so long as that amount was
required to be deducted.

Mr. LLoyp: For the purpose of income tax a student or a person casually
employed would make a declaration that his earnings are not sufficient to
warrant a tax deduction. Do you contemplate that technique in this system?

Mr. SHEPPARD: I do not think we can say so categorically. Offhand I would
be inclined to say no.

Mr. LrLoyp: You are familiar with the matter?

Mr. SHEPPARD: Yes, I am familiar with it, although the circumstances
are different.

Mr. Lroyp: It would save you a lot of refunds.

Mr. KnowLES: Madam Chairman, most of the questions, legitimately so,
seem to be suggesting that there is some penalty on students who have to
pay. I wonder if either of the witnesses could tell us of the advantages that
might accrue. Let me put it this way: An 18 or 19 year old student who makes
over $600 a year I presume gets credit for that year while his time of
retirement is half a century away. What about the other benefits such as
in a case where he becomes disabled? In other words, is it an advantage to
a student to get a year’s credit?

Mr. THORSON: On balance it is. The contributions paid in by a student
under those circumstances would of course be counted in arriving at a determi-
nation of whether or not the contributor had met the minimum qualifying
period for all the supplementary benefits. ;

Mr. KNOWLES: My question makes it obvious that it is not much help to
him as far as the rate of his pension at the age of 65 is concerned, and
presumably he would do a lot better in later years. However, there is an
advantage in terms of qualifying for the supplementary benefits. Is that
correct?

Mr. Mungro: It is not likely to be prejudicial because those years of no
income would be dropped out.

Mr. THORsON: That is correct.

Mr. CHATTERTON: He is allowed a 10 per cent drop-out up to the age of
65. If he takes his low income years while he is at university, he will almost
have had his 10 per cent drop-out. The only benefit to him is the supplementary
benefit, as Mr. Stanley Knowles pointed out. Actually, I would say he is
penalized.

Mr. THORsON: There is another way of looking at it, I should think. If he
earned nothing during those years, they would enter into the determination of
his contributory period and would be recorded as years of zero earnings. I
therefore do not think it can be said that those contributions penalize him.

Mr. Gray: What you are saying is that once he passes the age of 18,
whether he works or not, those years are included. Therefore, he is better off
if he earns something than if he earns nothing.

Mr. CANTELON: The most serious matter from his standpoint would be the
time when he really needs the money; and I am sure he would prefer not to
pay than to pay during that period of time.

Mr. CHATTERTON: As I understand it, if he earns nothing during the sum-
mer he is not required to contribute until the age of 25.

Mr. THORSON: He is not required to pay at all until he becomes eligible.

Mr. CHATTERTON: So it is better for him to contribute if he earns $300
in the year than not to contribute at all? Is that what I understand you to say?




i

CANADA PENSION PLAN 161

Only if he does not earn $600 a year during the student years is he not required
to pay anything at all until he is 25?

Mr. THORSON: Yes, but those years enter into the computation of the
pension ultimately payable to him.

Mr. CHATTERTON: I see.

Mr. THORSON: This is because his pensionable period commences on his
18th birthday regardless of whether he is employed at the time.

Mr. GrAY: I understand that this would prevent an unfair disadvantage
being placed on those who do not enter the labour market at age 18, and who
continue in school.

Mr. THORSON: Yes, or indeed any person who enters the labour market
subsequent to his 18th birthday.

Mr. Munro: I would like to direct my question to Mr. Sheppard.

Let us assume that a student earns $800—or let us even use the figure
of $900—in his off school period during the summer holidays and so on to
earn money to go back to university. What would he be paying? Those would
be his earnings during the year. What would be his contribution?

Mr. SHEPPARD: It is 1.8 per cent of $300.

Mr. MonTEITH: No, he is only working on $200 exemption for three
months.

Mr. SHEPPARD: It is only $600 exemption.

Mr. Munro: What is the amount we are talking about?

Mr. SHEPPARD: $5.40 I believe.

Mr. Munro: $5.40 is what we are talking about, for a year’s credit.

Mr. Lroyp: The illustration gave you the figure of $900 for the total
summer season. Let us assume that the student was being paid once a month.
Would you not then deduct or allow for the exemption on a 12-month appor-
tionment of the exemption?

Mr. SHEPPARD: Initially when the employer is making a deduction he
allows the exemption on the monthtly basis but at the end of the year when
the employee claims a refund he would use the total exemption for the year.

Mr. THORSON: The point is that the employer at the commencement of the
employment does not know how long the employee will remain in the employ-
ment and therefore must work according to the table of deductions.

Mr. KNOWLES: May I revert to the complimentary benefits to which we
were referring a moment ago? If such a student were married and had two
or three years of this kind of entitlement would he not begin to build up
the possibility of entitlement for a widow’s pension or any of the other
entitlements?

Mr. THORSON: Yes, he would.

Paragraph (c¢): The third category of excepted employment is employ-
ment as a teacher on exchange from a country other than Canada.

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Aiken.

Mr. AIKEN: Madam Chairman, may I ask a question? Perhaps I am some-
what anticipating, but this relates to this particular topic.

Reading it along with clause 7(1) (a), which refers to employment outside
Canada which may be included as pensionable employment, would it be
anticipated that such employment might be employment of a Canadian teacher
teaching outside Canada? Under clause 7(1)(a) would there be reciprocal
arrangements with some other country for exchange teachers?

21652—2
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Mr. THORSON: This situation could develop. I think it would be dependent
upon whether the employer would commit himself to the payment of the
employer’s contribution. In other words, there would have to be a means of
ensuring that the proper contribution from the employer was forthcoming.

Mr. AIRKEN: Thank you.

Mr. THORSON: Paragraph (d) deals with the employment of a person by
his spouse.

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Chatterton.

Mr. CHATTERTON: Madam Chairman, on that point if, let us say, the husband
has a business and the wife is employed in the business—not in the home but
in the business—is she still excepted?

Mr. THORSON: This depends on the way in which the business is estab-
lished. If for example he were carrying on a sole proprietorship and his wife
was therefore his employee directly, her employment would be excluded. If
on the other hand the business carried on by the husband were an incorporated
business, then she would be regarded as being an employee of the corporation
and would qualify. '

Hon. Mr. CroLL: Suppose he employed seven people and one of them was
his wife and they were unincorporated—

Mr. THORSON: In those circumstances she would not be eligible to be
included in pensionable employment.

Hon. Mr. CroLL: The test, then, is incorporation? The mere incorporation
is the test?

Mr. THORSON: That is not the test as such. The question is whether her
husband employs her. In the case of the incorporated business the employer
is not her husband but rather the company.

Hon. Mr. CroLL: I appreciate what you are saying but it is not very
difficult to hurdle that. Suppose the ordinary employer, the ordinary business-
man—the average man—for all purposes incorporates; at that moment he can
employ his wife?

Mr. THORsON: The corporation can employ his wife.

Hon. Mr. CroLL: I appreciate that, yes. He incorporates and the corporation
employs his wife. On the other hand, he is not incorporated and he employs
many people and he employs his wife, and she is exempted under the Income
Tax Act.

Mr. THORSON: Yes. The sole test is who is the employer.

Hon. Mr. CroLL: Why should we employ that test here rather than the
real test of whether she wants to contribute? Why do we employ this pro-
hibitory test?

Mr. THORsSON: Perhaps your question is directed to the substance of the
provision itself.

I think the short answer is that employment of a person by his or her
spouse lends itself too readily to the reporting of fictitious income and to the
resulting building up of pension benefits to which that person can fairly be
regarded as not being entitled under the over-all scheme provided here.

Because of the difficulty of ascertaining the real facts of these situations—
and there would be a great many such cases in all likelihood—the rule has had
to be developed that all employment of this nature should be excluded from
pensionable employment.

I submit this is an example of a rule of exclusion dictated by reasons of
administrative necessity.

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Moreau.
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Mr. MoReAU: The obvious question to follow that is what about a partner-
ship. I gather you would treat those as two self-employed people and you
still would not consider a spouse as one of the partners. Am I correct in that
assumption?

Mr. THORSON: The employee of the partnership—perhaps I am venturing
here into a field which Mr. Sheppard should be dealing with— is I believe the
employee of all the partners—

Mr. CHATTERTON: What about when the wife is a partner?

Mr. THORSON: —and not the employee only of the spouse who happens to
be a member of the partnership.

Mr. MoNTEITH: But for tax purposes the same applies as in the corporation
about which we are talking with regard to the husband or the wife. For tax
purposes, as I recall, in a partnership only the spouse’s portion of the earnings
are charged back to him for tax purposes. So would that be the same in this
case?

The partnership is not recognized as a legal entity so I wonder just who is
the employer.

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Munro.

Mr. MunNro: Madam Chairman, the only point I was going to bring out on
this has been brought out by Senator Croll. It is not completely prohibitory
as far as the wife is concerned because if it is a partnership and she has an in-
terest in the business and it is established that she is a partner, she can con-
tribute as a self-employed person along with her husband and no incorporation
is necessary.

Mr. THORSON: Oh, indeed; I am speaking strictly of the situation in which
the wife is an employee of the partnership. It is my impression that in those
circumstances she is the employee of each of the partners individually and
severally.

Mr. MoNTEITH: And in proportion.

Mr. SHEPPARD: Under the Income Tax Act we have a specific rule, and it
is as Mr. Monteith says.

Mr. Scort: I would like to get this clear. If two men are in a partnership
and one of the men’s wives is employed, is she eligible to build up pension
benefits as an employee?

Mr. THORSON: I probably should not be attempting to give a legal opinion
in advance of the case, but it is my view tentatively—and purely my own per-
sonal view—that she would not be regarded as being the employee of the
husband.

Mr. MoreAU: To complete the point, it is obvious then that the adminis-
trative rule which you apply against the husband-wife relationship could be so
easily circumvented in the case of two partners who both with their wives—

Mr. THORSON: There is of course an inherent protection here that does not
exist in the case where the wife is the employee only of the husband. After all,
for the woman who is employed by the partnership, even a two-man partner-
ship, that is a business decision that must be taken by both partners acting in
concert. There is therefore a third party element that enters in here that does
not enter into the situation where the husband alone is the employer of the wife.

Mr. MoNTEITH: May I ask Mr. Sheppard if I am right in this interpretation?
A and B are partners. A has 60 per cent and B has 40 per cent. B’s wife
is hired by the partnership. Forty per cent of the wife’s earnings would not be
pensionable.
Mr. LLoyp: That is right.
21652—2}
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Mr. SHEPPARD: Forty per cent of the wife’s earnings would not be allowed
for income tax purposes neither would it be included in her income for tax
purposes.

Mr. MonTEITH: Would the Department of National Revenue not then in
collecting contributions assume the same law to apply and that 40 per cent of
her earnings would not be pensionable?

Mr. THorsoN: That might be the result as far as the base on which any
contributions payable might be determined, but for the purposes of this ex-
clusion I do not think the same rule would hold.

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Lloyd.

Mr. Lroyp: I was going to deal with the same question as that which
Mr. Monteith has been raising.

Is it a fact—or let me make it an assertion and say that it is a fact from
the evidence given that the Department of National Revenue will be dealing
with the collection of the contributions. Are you not attempting to avoid dupli-
cate administrative decisions and making this law parallel the income tax law?

Mr. THORSON: Yes, we are.

Mr. Lroyp: Therefore, Mr. Monteith’s observations are correct?

Mr. CHATTERTON: Does it say in the bill that the terms of the clause are in
accordance with the Income Tax Act?

Mr. THORSON: The computation of income, Madam Chairman, is in accord-
ance with the provisions of the Income Tax Act. That forms the basis on which
contributions are made.

Mr. LLoyp: Employment by the spouse automatically raises these questions
of employment by a corporation and employment by a partnership and they
are all dealt with in the tax law, as Mr. Monteith was pointing out, and even
if you did not intend to do it one would ask the question, “Why would you
not follow the standard established practices and procedures?”

Mr. SHEPPARD: I would have thought the established practices and pro-
cedures developed under the Income Tax Act would be followed in the case
of a spouse who is employed by a partnership, one of whose members is her
husband, but in the case where the wife is employed solely by her husband
she is not included in pensionable employment at all.

Mr. LrLoyp: And the same applies, does it not, or do you know whether
the same situation applies with respect to taxable income and the Income Tax
Act?

Mr. RHEAUME: In the case of someone not satisfied with the determination
made, would the witness tell us whether the recourse would be the same as it
is in the appeals handled by clauses 83 to 88, inclusive; that is, the recourse
would be to the minister, and so on.

Mr. THORSON: There also are provisions in part I of the bill dealing with
appeals; these provisions would govern. The provisions you mention are in
part II.

Mr. RHEAUME: The appeal procedure would be to the minister?

Mr. THORSON: Clauses 28, 29 and 30 of the bill deal with appeals under
part I of the bill.

Mr. RHEAUME: If the person is unhappy with the exclusion or inclusion,
that person would appeal to the minister?

Mr. THORsON: That is in the first instance, and if the person still is dis-
satisfied with a decision on an appeal, there is a further appeal provided to the
pension appeals board.
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Mr. REHEAUME: Have you any estimate of the volume this may involve
initially? You had an estimate of the number of refunds you would expect,
and I am wondering whether you have an estimate in this regard?

Mr. SHEPPARD: We have not attempted to make that type of estimate.
However, we can obtain some information on that.

Dr. WiLLARD: I might point out that the unemployment insurance legisla-
tion has a comparable provision under section 27(1) which provides excepted
employment as employment where the person employed is the husband or wife
of the employer, and that the United States legislation has a comparable pro-
vision. As I recall our discussions on this matter, the Unemployment Insurance
Commission has not had many appeals on this particular point, but we can
obtain that information.

The CHAIRMAN (Hon. Mrs. Fergusson): Do you wish that information
obtained?

Hon. Mr. CroLL: Yes. The difference here is that the chairman of the
appeals board is in Ottawa. The Unemployment Insurance Commission has
appeal boards all over the country which are available in every town, whereas
these people have 90 days in which to send in their appeals. It is an entirely
different matter; that is the point which is not covered. There is room for
appeal, but it is not very easy for the man living in a small town out west.

Mr. THORSON: You perhaps are referring to the somewhat different appeal
procedure provided in part II of the bill. There, you will notice, there are three
steps involved. In the first instance there is an appeal to the minister; in the
second instance there is an appeal to what is called a review committee which
would function locally, and in the third instance there is a final appeal to the
pension appeals board.

Under part I a person who is dissatisfied with the finding of the minister
on an application for review would appeal directly to the pension appeals
board. It is frankly thought there would be fewer appeals on matters relating
to coverage, certainly after a plan has been functioning for some time, than
there would be under part II.

Paragraph (e) is a further exception:

Emloyment of a member of a religious order who has taken a vow of
perpetual poverty and whose remuneration is paid either directly or by
him to the order.

Mr. RHEAUME: That lets out members of parliament.
Mr. THORrsON: Paragraph (f):

Employment for which no cash remuneration is paid where the person
employed is the child of, or is maintained by, the employer.

This paragraph includes all employment of a child, or other person who is
maintained by, the employer, except to the extent that actual cash remuneration
is paid to the employee. This would exclude from pensionable employment a
child who may be over 18 years of age and receiving no present wages from
his father, but who may be working under an arrangement whereby wages
would be paid at a later time, for example when he marries. As another ex-
ample, it would exclude a person acting as a housekeeper for her father in
return for board and lodging.

Mr. MoNTEITH: Any person over 18 years of age who is working for her
father as a housekeeper would be excluded?

Mr. THORsON: Yes, provided no cash wages are paid.

Mr. GraYy: Is this similar to the provisions in the Unemployment Insurance
Act?
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Dr. WiLLARD: The Unemployment Insurance Act has excepted employment,
under section 27(m), in the case of employment for which no wages, salary
or other pecuniary remuneration is paid, where the person employed is the
child of, or is maintained by, the employer.

In addition I might mention that in the United States legislation they have
some sections dealing with family employment which except services per-
formed by a spouse or a son and daughter under age 21.

Mr. ScorT: Does that mean that if a man employs his wife and his child,
the child is eligible but the wife is not?

Mr. THorsON: The child would have to be paid cash wages.

Mr. ScorT: Yes, but if a man employed his wife and child and paid them
both cash wages, the child is eligible and the wife is not?

Mr. THORSON: Yes.

Dr. WiLLARD: The child would have to be over 18.

Mr. KNowLES: If a man wishes to hire his wife he must do so at arm’s
length.

Mr. THORsON: The child over 18 years of age may well be maintaining his
own family.

Hon. Mr. CroLL: The girl who remains home to look after her father or
mother, either for a year or for 20 years, in the end may wind up with nothing,
not even a pension, even if she would have liked to contribute; these people
are prohibited.

Mr. THORsON: That is correct; she would not be regarded as being in
pensionable employment unless she in fact were paid in the form of cash
remuneration.

Hon. Mr. CroLL: When you say paid you mean paid within the concept of
the act?

Mr. THORSON: Yes.

Dr. WiLLARD: I may point out again that in order to operate this kind of
program you must have earnings. The contribution is based on the earnings,
so there must be actual earnings on which the amount of contribution can be
determined.

Hon. Mr. CroLL: In this case I am thinking of a person eager and willing to
pay the contributions, either the employee or employer, and this is prohibited;
that is the effect of it.

Dr. WiLLARD: You could have a situation then where all non-employed
people would contribute to the maximum and get the maximum benefit. If you
compare that with the situation of people who have been earning, and who have
been earning less than the maximum, you get into a very anomalous situation.
This is the basic difficulty under the approach suggested.

Mr. Munro: I think it should be kept in mind that the basic philosophy
in this earnings related benefit, as I understand it, is that in a normal relation-
ship where the husband is working and the wife is not all during their married
life, it is hoped that the old age security which the husband will receive on
his retirement as of right becomes his earnings related pension here, on top
of which would be the old age security which the wife would receive as of
right, and both together would give what should be regarded as an adequate
retirement pension. Whether we agree it is adequate or not, there actually
is very good reasoning behind this bill. therefore, that being taken into account,
I do not think there should be any connotation of unfairness here to the
effect that a married woman who does not work is excluded.

Mr. Gray: I gather the senator was not speaking about a married woman,
but rather a daughter.

.
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Hon. Mr. CroLL: I was talking about a girl who is working at home looking
after the family and who spends a lifetime there and for whom in the end
there is nothing. There is a willingness on the part of both the employer and
the employee to contribute their share, and they are excluded.

Mr. GrAaY: Does the United States social security system do anything for
that type of person?

Dr. WiLLAaRD: No. The basis of the plan is that there should be earnings
to which the contribution is geared. If there were two sisters, one who remained
at home and one who went out to work, the one who went out to work and
who received wages and income would contribute on whatever she earned;
it might be $2,500, shall we say. The other remained at home and received no
remuneration in the way of cash wages or earnings, and if she were given the
option of contributing she would probably want to contribute at the maximum.,
How would you determine how much she should contribute under such a
system? If she chose the maximum, then how does she compare to the sister
who has gone out and who has real earnings which can be adjusted by an
objective criterion.

Hon. Mr. CroLL: The normal wages paid to a person doing similar work
is the basis on which the contribution is made; that is easily ascertained.

Mr. MonTEITH: All the parent need do is pay her that much.

Hon. Mr. CroLL: It would be very nice if they would, but in far too many
cases they do not. If this is a social matter, we should look into it.

Mr. A1xeN: This very well might be the means of eliminating very many
unpleasant situations. In a great many families where such a situation does
occur, there is no contractual relationship between the father and the daughter
because they never thought of entering into a contractual relationship. How-
ever, here if the contribution to a pension plan becomes involved, it very well
might result in money being paid and lawyers losing a lot of business.

Dr. WILLARD: There is one other point. If, under these circumstances, the
suggestion Senator Croll made were followed, then the comparison between
the two daughters and between the daughter who stays at home and the mother
or the housewife who carries on in the home throughout the years looking
after the family on the one hand and the husband who has no cash wages or
remuneration on the other hand, obviously would come to the fore. You would
have to deal with it in some manner.

Hon. Mr. CroLL: In parliament we often hear the members talking about it.
They think that a farmer’s wife ought to be paid for her work on the farm.

Mr. MoReAU: We might include the wife of a husband who did not earn
sufficient to pay under the pension plan, as against one who did; and if you
allowed the wife, she would have just as much right under the plan as would
the wife of a husband who did not earn $600, and who would not be in the
plan, while she would be.

Hon. Mr. CroLL: Why not have as much coverage as possible with the least
amount of exclusion? N ;

mCCUTCHEON 1 suggest that the father pay his girl $700 a year
and pay the gift tax e

TR on. Mr. CROLL I did not intend that this should apply to people like

Mr. THORSON: It must be remembered that, and this is purely a lawyer’s
observation... but there must first exist, before there can be any question of

inclusion or exclusion, the relationship of employer and employee. In some

of the circumstances which have been described, I question whether there is
any such relationship.
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The CHAIRMAN (Hon. Mrs. Fergusson): Please continue.

Mr. THORSON: The next category of excluded employment is employment
as a member of the Canadian forces or as a member of the R.C.M.P. I believe
the minister has dealt already with this particular exclusion. The next is
employment by Her Majesty in the right of a province or by an agent of Her
Majesty in the right of a province.

The CHAIRMAN (Hon. Mrs. Fergusson): You have skipped paragraph (h).

Mr. THORSON: I am sorry, the next is paragraph (h), employment in
Canada by an employer who employs a person in Canada but under the terms
of a reciprocal agreement between the government of Canada and that of
another country is exempt from liability to make the contributions imposed on
the employer by this bill.

Mr. Francis: It hinges on a reciprocal agreement.

Mr. THORSON: Yes, it does.

Hon. Mr. CroLL: Could you give us an example?

Mr. GraY: Would it include somebody working for a railway, such as
the New York Central?

Mr. SHEPPARD: It could.

Hon. Mr. CroLL: What is a good example?

Mr. SHEPPARD: It could apply to any kind of international organization
such as the air lines which have some employees here; I know that Air Canada
has employees in New York, and it could be applied to make a reciprocal
arrangement, that this would apply to the American air lines to cover their
employees under American social security.

Mr. THORSON: This provision would most frequently come into play in the
area of transportation companies, such as air lines, shipping companies, and
SO on.

Mr. KNowLES: What about the case of foreign embassies in Canada em-
ploying Canadians?

Mr. THorsoN: There is a separate provision of the bill for that.

Mr. MonTEITH: There has to be a reciprocal agreement before they are
exempt.

Mr. SHEPPARD: They are only included in pensionable employment if there
is an agreement under clause 7 (1) (f).

7. (1) The governor in council may make regulations for including
in pensionable employment

(a) any employment outside Canada or partly outside Canada, being

employment that would be pensionable employment if it were in
Canada;

Hon. Mr. CroLL: What page is that?

The CHAIRMAN (Hon. Mrs. Fergusson): That is page 9.
Mr. SHEPPARD: On page 9, paragraph (a) of clause 7 (1).
It might be well to negotiate for uniform treatment.

Hon. Mr. CroLL: I think this thing has enough burrs in it now without
adding more.

Mr. REHEAUME: Do I understand that any person employed, let us say, by
an Italian air line or by an air line of another country—I mean a Canadian
employee working in Canada—is exempt from the provisions of this act, or is
he included?

Mr. SHEPPARD: He is included unless there is an agreement to exclude
him, or unless he is excluded under paragraph (a) of clause 7(2).

e e
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Mr. THORSON: The next category is employment by Her Majesty in the
right of a province, or by an agent of Her Majesty in the right of a province.

Mr. RHEAUME: Throughout this bill where you refer to the word “prov-
ince”, do you include the territorial governments of the Yukon and the North-
west Territories?

Mr. THORSON: Yes.

Mr. RHEAUME: It does not say so.

Mr. THoOrRsON: You will be familiar with the fact that the Interpretation
Act contains a definition of “province”, which includes territory. In this bill
we have used the term “province” without further definition because of that
provision of the Interpretation Act. I think in certain sections you will observe
that the word province is especially defined as excluding either of the terri-
tories.

Mr. RHEAUME: In the definition it does not state that the province will
include the territories.

Mr. THORSON: I think that is dealt with in section 30 of the Interpretation
Act which is a general definition which extends to all statutes of Canada.

Mr. AIREN: I assume that the exclusion of provincial employees in this
subsection should be read along with subsection 7(e) which permits an agree-
ment to be made with any province to include their civil servants.

Mr. THORSON: That is correct. The exclusion is for obvious constitutional
reasons. We cannot of course compel a provincial government as an employer
to make the necessary employer’s contributions. However, should there be an
agreement entered into between the government of a province and the govern-
ment of Canada, then the provincial government employees would be included
in pensionable employment.

Mr. MoNTEITH: Let us suppose that Ontario comes into the scheme. Then
would the Ontario hydro pension scheme continue unless there was a special
agreement?

Mr. THORSON: Your example might be hypothetical because I believe now
by recent legislation Ontario Hydro is not an agent of the crown in the right
of Ontario.

Mr. MonTEITH: Well, they do have a lot of employees in the Ontario Hydro.

Mr. THORSON: The ordinary provincial civil servant would not be covered
by this legislation unless there were an agreement entered into between the
respective governments. i

Mr. MONTEITH: Yes.
Mr. RHEAUME: What about provincial crown corporations?

Mr. THORsON: That would depend on whether or not the provincial erown
corporation is an agent of the crown. Ordinarily the statute establishing a
crown corporation will specify whether or not it is an agent of the crown.

Mr. RHEAUME: Is there any reason on the basis of a discussion with the
provinces to believe that any province that intends to participate fully in the
Canada pension plan as opposed to operating its own pension plan would not
also follow through with an agreement to cover its own employees?

Dr. WiLLARD: The discussions we have had so far with provincial govern-
ments would indicate that they are interested in bringing in provincial civil
servants under the program.

Mr. RHEAUME: Presumably where a province operates its own plan out
of the Canada pension plan, however, the situation might be logical for it
also not to participate.
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Dr. WiLLArRD: That is correct. Discussions have been held with several
provinces on a technical level along the lines of how we are going to integrate
the federal civil service plan, and how they might work out similar arrange-
ments for provincial employees.

Mr. Marcoux: What about municipal employees?

Mr. THORsON: They are not in this particular constitutional position, so
presumably municipal employees would be covered by the Canada pension plan;
that is, assuming the province in question does not have its own pension plan.

Mr. AIkeEN: I noticed in a French report, although it may have been merely
speculative, that if the province of Ontario, for example, decided not to come
into the Canada pension plan but to run its own plan, all federal civil servants
would come under the provincal plan, and it might even be extended to the
province of Quebec where federal civil servants are employed, let us say, as
in Hull. Would this in fact be the situation?

Mr. THORSON: Well, they would not automatically. Were Ontario to
establish its own plan, then Ontario civil servants would . . . I am sorry. Your
question was whether?

Mr. AIKEN: Whether federal civil servants who would be classified as
living in Ontario would come under the Ontario plan?

Mr. THORSON: They would not automatically come under the Ontario plan.
They would only come under the provisions of an Ontario plan if in fact there
were an agreement, and that agreement would only continue in force as long
as the two plans remained comparable.

Hon. Mr. McCuTcHEON: Without any agreement, the province of Ontario
cannot collect as an employer.

Mr. THORSON: That is correct.
Mr. AIREN: That would reverse the situation under this subclause.
Mr. THORSON: Yes.

Mr. CANTELON: Suppose the province of Saskatchewan make the employers’
contribution to the pension plan. I understand that the province would make
an arrangement for the integration of its plan. Am I right in that?

Dr. WiLLARD: That is correct. In some of the discussions we have had with
provincial authorities they have also been interested in the question of integrat-
ing teachers’ pensions. This has been particularly true where the province
has been contributing to a provincial pension plan for teachers, or where it
guarantees the teachers’ pension fund. Discussions have been carried on with
a number of provinces relating to teachers’ pensions.

Mr. THORSON: Paragraph (j) is similar in its approach to paragraph (i),
and it deals with employment in Canada by the government of a country
other than Canada, or by international organization. In section 41, I believe it
is, power is taken to define by regulation precisely what is meant by an inter-
national organization for the purpose of this and related provisions of the bill.
The reasons here again are similar to those which pertain in the case of provin-
cial government employees, and it is a matter of jurisdiction. We appreciate
that Canada cannot by its legislation compel employers’ contributions from the
governments of foreign countries.

Mr. AIREN: May I ask concerning a Canadian, resident in Canada, but
employed in a foreign embassy, who is not included in any agreement. Is there
any provisions for that person making contributions on a voluntary basis?

He could not be called self-employed, but is there any provision for a
voluntary contribution?

Mr. THORSON: In the absence of any agreement, the only way in which his
contributions could be made would be as a self-employed person.
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Hon. Mr. CroLL: You say he could make it if he wanted to make it as a
self-employed person?

Mr. THORSON: I am sorry, I should clarify that. If he had earnings from
self-employment at the same time as he had earnings from his employment
with the foreign government, then he could contribute on those.

Mr. MONTEITH: Say a chap has been working at various jobs and he comes
to 40 years of age. He is then hired as a chauffeur by a local embassy, and he
is there for 10 years. He then goes back to some other employment. Are those
10 years taken out of his calculations when he comes to receive his pension?

Mr. THORSON: Not necessarily, because the bill contemplates that there
may be agreements between the government of Canada and the government
of the foreign country, so that the employee can be treated, for all purposes,
as being in pensionable employment.

Mr. MoNTEITH: But there does have to be this agreement?

Mr. KNowLES: Madam Chairman, Mr. Thorson may have answered the
question in my mind, but if not, could he answer it now? Did you say that
international organizations are defined somewhere for the purposes of this act?

Mr. THORSON: Power is taken in section 41 of the bill which authorizes the
making of regulations to define that particular expression, as well as a number
of other expressions contained in this clause.

Mr. KNowLES: My concern, of course, is what you have in mind. This
country is full of international organizations. I presume you mean bodies like
ILO and WHO, and so on?

Mr. THORSON: Yes, international organizations that are governmental in
character.

Mr. KNowLES: But not international unions, corporations or church asso-
ciations?

Mr. THoOrsSON: I do not think that those were contemplated in the act.

Mr. KNowLES: What about the national hockey league?

Mr. THORSON: I do not think it would be regarded as an international
organization within the meaning of this act.

Finally, subparagraph (k) completes the listing of excepted employment.
It refers to any employment that is excepted from pensionable employment
by a regulation made under the following clause, clause 7.

On Clause 7—Regulations respecting employment to be included in pen-
sionable employment.

Mr. THORSON: With reference to clause 7, it may be desirable from time
to time to extend compulsory coverage under the act to categories of employ-
ment that, at the outset, are excluded from such coverage. With this in mind,
subclause 1 of clause 7 authorizes the governor in council to make regulations
to include certain additional categories of employment in pensionable em-
ployment in the terms set out in subsection 1.

From the experience of the Unemployment Insurance Commission and
from the experience of the taxation division of the Department of National
Revenue it appears there are certain kinds of activities that are really on the
borderline between employment by an employer and self-employment. The
problem is seen, for example, in the case of musicians and in the case of
entertainers of various kinds, as well as in the case of certain salesmen and
agents who receive part or all of their remuneration by way of commissions.

As the distinction between employment and self-employment is an im-
portant one under the act, it was thought desirable that there should be power
to include a given activity in pensionable employment where it is reasonable
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that the activity should be dealt with as employment. This clause would make
it possible, in such a situation, to carry out the objects of the act and to ensure
that all persons engaged in a particular form of activity may participate on
the same basis.

It was also thought desirable that the governor in council should have
power to make regulations by which, in certain specified circumstances, par-
ticular activities might be excluded from pensionable employment. This is
dealt with in subclause 2 of clause 7. For example, employment of a person
by an employer outside Canada may be excluded from pensionable employment
by a regulation made under clause 7 if the employer has not made satisfactory
arrangements for the payment of contributions required by the act in respect
of his employees.

There will be also be unforeseen cases which will arise from time to time
in relation to particular individuals and classes of individuals. It was therefore
thought desirable that the power which is given by clause 7 should be broad
enough to enable such persons, or categories of persons, to be dealt with in a
manner that would best reflect the general aims and objects of the plan, and
to enable iniquities and hardships to be eliminated or at least ameliorated.

Subparagraph 3 of this same clause has been drafted for the purpose I
have described, and it provides for the making of whatever regulations may
be necessary in order to give effect to the specific regulations that are au-
thorized by subparagraphs 1 and 2.

Hon. Mr. McCUTCHEON: You can shorten the whole thing by just saying
that the governor in council may make any regulations he wants.

Mr. THORSON: I am not sure that approach would be entirely acceptable
to all members.

Mr. RHEAUME: That is what is happening.

Mr. THORsSON: We are attempting to provide in the legislation broad
general outlines on which the governor in council may proceed to act.

Clause 8—Amount of employee’s contribution.

The CHAIRMAN (Hon. Mrs. Fergusson): Are there any questions on this
clause?

Mr. THORSON: Madam Chairman, Mr. Sheppard informs me that he has a
number of examples which he could distribute. They set out the calculations
of contributions, and they might be useful to members of the committee. They
relate to clauses 8, 9 and 10 of the bill.

Hon. Mr. McCuTcHEON: How extensive are they? Could they be printed
as an appendix to today’s proceedings? There are people outside this committee
who might be interested in seeing them.

The CHAIRMAN (Hon. Mrs. Fergusson): Is it the committee’s wish to have
them distributed, or does the committee wish to have them printed as an
appendix?

Mr. RHEAUME: I move we print them as an appendix to today’s proceed-
ings.

Mr. CANTELON: I second the motion.

The CHAIRMAN (Hon. Mrs. Fergusson): It is agreed that this inforrpati.on
be printed as an appendix to today’s proceedings. Copies will now be distrib-
uted to all the members.

Motion agreed to.
Mr. Thorson, will you please continue.
Clause 8—Amount of employee’s contribution.

Mr. THORSON: We now come to the part of the bill which deals with con-
tributions by employees and employers in respect of pensionable employment.
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Clause 8 of the bill is the first of a group of three clauses that set out the
amounts of the contributions that will be required to be made in any year by
an employee who is employed in pensionable employment and by his employer.

Clause 10 deals with the contributions required to be made by persons in
respect of self-employed earnings.

Perhaps the first observation that might be made about clause 8 is to
describe, in broad terms, the essential difference between subparagraph 1 and
subparagraph 2. Subparagraph 1 is written in terms of a particular employee’s
obligation to make contributions under the plan as an employee of one individual
employer. The employer therefore may—since he is required to actually make
the contributions by deduction from the salary or wages paid by him to his
employee—be guided by subparagraph 1 in determining the amount that he
should deduct in those circumstances.

Subparagraph 2 has quite a different purpose. Subparagraph 2 is written
in terms of the total obligation of a given employee to make his employee’s
contribution, whether the contribution is made by him as the employee of one
employer or as the employee of a number of employers, and, secondly, whether
the contribution is made by him under the Canada pension plan or under any
comparable provincial plan. Specifically, subparagraph 2 sets out the cir-
cumstances in which the employee will be entitled, at the end of the year and
after all the facts of his employment throughout the year are known to him,
to apply for a refund if indeed there should be any refund coming to him.

Mr. RHEAUME: I have a general question. Is there any saving feature in the
legislation anywhere to handle the case where an employer, wrongly, does not
keep the kind of records and does not make the payments that are required
from him? I am not interested in the punishment we might mete out to the
employer, but I am interested in the protection which the individual would
have. I am thinking of comparable programs like workers’ compensation in-
surance.

Mr. THoOrRSON: There are a number of provisions under the heading of
division (C) of the bill which deal with this very subject.

Mr. RHEAUME: In general the employee would be covered even if the
employer went bankrupt. Is that correct?

Mr. THORSON: There are a number of safeguards of that nature contained
in the bill.

Mr. Sheppard, do you want to speak to this clause?

Mr. SHEPPARD: Madam Chairman, in regard to this particular clause I
think there are five different matters that are brought up here in subclause (1).

The first, as Mr. Thorson says, is that the employee’s contribution is paid
solely by deduction from his remuneration and it is the responsibility of the
employer to make the deduction. This is the basic pattern of the plan and there is
no provision for collection of the contribution directed from the employee or
such payments by him.

The second thought in regard to subclause (1) is that the employee will
be required to contribute only on excess of his basic exemption (as defined in
clause 18) as is prescribed.

There is provision in the bill here to prescribe the manner in which the
exemption would be allowed for the purpose of the employee’s deduction.
It is proposed that the regulations along this line would be to spread the exem-
tion over the pay period. For instance, an employer who is on a weekly basis
will contribute on the weekly remuneration in excess of $11.54 which is
$600 divided by 52. Similarly, an employee paid on a monthly basis could
contribute on any remuneration received in excess of $50.

The third consideration to be noted here is that in determining the em-
ployee’s contributions through an employer there will be taken into account
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an amount deducted by that employer under a provincial pension plan. That
is in paragraph (b) of clause 8(1) and the purpose of that is to make sure
that an employer does include as wages subject to contribution for an employee
a greater amount than would be included if all the wages were earned in one
province.

If I may give an example, if an employer employs a man in Quebec, for
instance, and within six months the employee makes a maximum contribution
and then he moves to Ontario but still works for the same employer, there will
be no contribution to be made under the Canadian pension plan for the re-
mainder of the year.

The amount of contribution will be determined as 1.8 per cent of the
employee’s salary for the year minus the basic exemption, or the maximum
contributory earnings, whichever is less. In other words, that sets the ceiling
of $79.20 that can be deducted from an employee for the year.

I think it has already been said that the employer will deduct a contribu-
tion on all remuneration in excess of the basic exemption up to the ceiling of
$5,000. In other words, if an employee is paid at the rate of $750 per month
the deduction will be $12.60 per month, (1.8 per cent of the remuneration of
$750 minus exemption of $50), from January to June with $3.60 deducted in
July, which is the remainder, and nothing for the last five months of the year.

There are reasons for that which I can go into if it is felt to be de-
sirable.

Hon. Mr. McCuTtcHEON: May I speak on that matter for a moment?
The CHAIRMAN (Hon. Mrs. Fergusson): Yes.

Hon. Mr. McCuTtcHEON: I may have misunderstood you, Mr. Sheppard. Is
your statement to the effect that for a person who could have more, substan-
tially more, than the maximum covered earnings—you are talking about
$9,000 per year—you are going to make deductions monthly against the whole
of the income over $50.

Mr. SHEPPARD: That is right.

Hon. Mr. McCuTcHEON: So that you put the employer in a position in which
he makes a certain set of deductions for four or five months and then he makes
a different deduction for a sixth month, and then he makes no deductions for
the rest of the year?

Mr. SHEPPARD: That is right.

Hon. Mr. McCuTcHEON: You are not going to be very popular with the
employers if you conduct affairs on that basis. You do not do it in the tax field
in that way.

Mr. SHEPPARD: Perhaps I can explain the reason for doing it in this way.

There is another way in which you could do it. For example, say that
$5,000 a year is $467 per month.

Hon. Mr. McCuTcHEON: You take $50 off that and apply your deduction?

Mr. SHEPPARD: That is correct, but assume this particular man is getting
$7,000 or, say, $10,000 a year and he works for six months; then he is un-
employed for the remaining six months and you have only half a year’s contribu-
tion from him and you have no way of collecting the balance of the contri-
bution to bring him up to the yearly maximum contribution.

Mr. MonTEITH: For argument’s sake, are you going to bring it down to a
point at which you might take it all off the first month?

Mr. SHEPPARD: If he gets $5,000 a year he would.

Mr. CANTELON: Why does the income tax not work on that same basis?
They are taking the money away from him on the basis he is making $10,000
a year and he is an employee, yet he is making only $5,000.
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Mr. SHEPPARD: I think the basic difference is that there is no ceiling under
the income tax act, so the problem does not arise there. If a man is paid a
higher rate of earnings—suppose he is paid $10,000 a year—and he gets that
over a six month period, the tax deduction tables are based on the premise that
he is going to earn that amount for the whole year. So if he does not work for
the final six months, then he will obviously have a refund. But if the method
of deduction followed is a monthly deduction of 1/12 of the annual contribu-
tion required to be made by the employee, the effect of the ceiling works in
this way. If the man does not work for the last six months of the year, instead
of having a refund coming to him he has a bill and the half the employer
contributes remains uncollected because of the fact that he did not work for
a year.

The CHAIRMAN (Hon. Mrs. Fergusson): Mr. Francis.

Mr. Francis: I would like to ask a question here.

It seems to me that the income tax works in the direction of overpayment
and this possibly would work in the direction of underpayment. Surely the
right thing to do is to make an adjustment when the tax is filed next year
rather than getting into this cumbersome sliding scale at the source.

Hon. Mr. McCuTcHEON: Has this been discussed with any large employer
of labour?

Mr. SHEPPARD: We have certainly discussed it with the government of
Canada.

Mr. KNOWLES: At arm’s length?

Mr. Francis: Am I right in understanding that the case Mr. Sheppard is
concerned about is the case of interrupted earnings in which earnings take place
part of the year and no earnings are made in the other part of the year? Is
this the problem basically?

Mr. SHEPPARD: That is one of the main problems.

Mr. Francis: Is there not likely to be an overpayment of income tax and
an underpayment of the Canada pension contribution in this particular case?

Mr. SHEPPARD: Madam Chairman, I think you have to bear in mind that in
the particular circumstance we are talking about, the contribution is divided
between the employer and the employee, and while you could theoretically
collect from the employee at the end of the year, if there is underdeduction,
how can you determine which employer you collect from if there is more than
one?

Mr. Francis: Madam Chairman, it seems to me again that a payroll tax
is a payroll tax. There are methods of auditing payrolls by the department to
determine whether the proper payroll taxes have been made. I just do not see
the administrative problem here.

Mr. RHEAUME: Madam Chairman, does this mean—correct me if I am wrong
—that for every employee earning over $5,000 a year where the ceiling comes
into play there would be three different payroll deductions a year? Will that
be the case for every employee in Canada earning in excess of the ceiling,
which is $5,000? There would be three different payroll deductions? There
would be one from now until June inclusive, and one, in most cases, for the
month of July picking up the slack, and then there would be an adjustment
again for every employee in Canada earning over $5,000 a year.

Mr. SHEPPARD: I think it has to be said that one tax deduction has to be
made under the Income Tax Act and another has to be made under this law
with a matching contribution by the employer. I do not call that three. You
make one for the Income Tax Act, and then you have another contribution
for this plan.
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Mr. RHEAUME: I was not clear. My understanding of it was that during
the course of the year the deductions for the purpose of the Canada pension
plan would be made at three different times, there would be three different
deductions, depending on the time of the year. There would be the first three
months when you were getting all you could to make sure that you would
not have this administrative problem, and then there would be one month
in which it would be the tag end, and then there would be some month when
there would be nothing; so at three different times of the year the deduction
for the Canada pension plan would vary from its maximum to nothing for
every employee in this country earning over $5,000 a year. Is that correct?

Mr. SHEPPARD: The contribution under this plan is 1.8 per cent of all
earnings during that pay period after taking off the $50 exemption on a
monthly basis, and you continue doing that until you have reached the $79.20.

Mr. RHEAUME: Then you have to adjust the payroll. There is bound to
be some left, so then you adjust the payroll until you have a balance of
nothing.

Mr. SHEPPARD: You have to keep the separate contribution under this plan.

Mr. REEAUME: If you are going to give a man a cheque you have to adjust
the payroll. If you take it off in July, you have to make sure it does not come
off in August. I want to make sure, from the employer’s point of view, what
is the system of adjusting for the employees.

Mr. Francis: I do not understand the department’s problem. Mr. Sheppard
has indicated his concern is that the department has to collect the employer’s
share. The problem is in regard to the employee’s share. It seems to me it is
not absolutely essential that there should be perfect equity in matching the
employer’s share in every case in every return. Is it not possible to follow
the formula in regard to the individual payroll records of the employer, and
adding it up at the end of the year without this finer account which the
department has in mind?

Hon. Mr. McCuTcHEON: The department will not refund overpayments by
the employer. It is just as Mr. Francis has said; it is a payroll tax and you
can pay it once a year.

The CHAIRMAN (Hon. Mrs. Fergusson): It is past 5.30, gentlemen, which
was the time at which we had planned to adjourn. Are you agreeable to
adjourning now and perhaps giving Dr. Sheppard a chance to think this over?
Then we can start back in the morning.

Mr. MonNTEITH: At 10 o’clock, Madam Chairman?

The CHAIRMAN (Hon. Mrs. Fergusson): The committee is adjourned until
9.30 tomorrow morning December 3.
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APPENDIX “D“

EXAMPLE 1

In this example a person worked for one employer in Alberta for 8 months
and was unemployed for the balance of the year. His earnings amounted to
$400 per month and he was allowed a basic exemption of $50 per month. In
these circumstances the contributor would be entitled to a refund because he
is only required to contribute on his contributory salary and wages less his
basic exemption ($600) to a maximum of $4,400. His refund would be $3.60
computed as follows:

Salary and
Contributory Wages on which a
Employer Salary and Wages Contribution has been made Contribution
$3,200 $2,800 $50.40
COMPUTATION OF REFUND
Cantribution aade . 5 oy daleia sl civisisie s o $ 50.40
Less contribution required:
Contributory Salary and Wages ...... $ 3,200
Less basic exemption ......ccou0000 600
Contribution required 1.8% of ........ $ 2,600 $ 46.80
Refund (being 1.8% of under exemption
OF = S200) 0 e o e L T $ 3.60
EXAMPLE 2

In this example a person has salary and wages in Alberta of $2,000 in
respect of employment for 6 months and had been allowed the basic exemp-
tion of $300. The contributor who was resident in Alberta on the last day of
the year also had self-employed earnings of $200. In accordance with Section
8(2) the contributor has made an overpayment of $1.80 and is entitled to a
refund of this amount under Section 39(1).

Salary and
Contributory Wages on which a
Employer Salary and Wages Contribution has been made Contribution
A $2,000 $1,700 $30.60

Self-Employed Earnings $200
COMPUTATION OF OVERPAYMENT

ContEibulionymade. . o s aciins s es s o s $ 30.60
Less contribution required:
Contribution Salary and Wages ........ $ 2,000
Contributory Self-Employed Earnings . 200
$ 2,200
Less basic exemption . ................ 600
Contribution required 1.8% of ........ $ 1,600 $ 28.80
35 O e i S S SR R e D A $ 1.80
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EXAMPLE 3

In this example the contributor is resident in Alberta as of the last day
in the year and had self-employed earnings of $4,000. He also had salary and
wages of $2,000 and had been allowed the basic exemption of $600 by his
employer. The contributor would be required to make a contribution of $108
on his self-employed earnings. This contribution is computed at the rate of
3.6 per cent of the lesser of amount (a) or amount (b) of subsection 1 of
Section 10.

Self-employed earnings ............ AR Amount “a” $4,000

Maximum contributory earnings on which a contribution

can ‘be made (Sectioh 15) L v cni kS ae e s e E s $4,400
Deduct: Salary and wages on which a contribution has

been made ($2,000-$600)

Balance of maximum contributory earnings .. Amount “b” $3,000

Self-employed earnings subject to a contribution (lesser
of Atnount. “a’’ or: AMOUALHDIYE L HL Sl T $3,000

Contribution payable 3.6 per cent of $3,000 ............ $ 108

Thus between his employment and his self-employed earnings, the indi-
vidual has contributed on the maximum amount allowable i.e. $4,400 ($3,000
self-employed earnings at the rate of 3.6 per cent plus $1,400 salary and wages
at the rate of 1.8 per cent).

EXAMPLE 4

In this example the contributor is resident in Alberta as of the last day of
the year and had self-employed earnings of $400. He also had salary and wages
of $2,000 and had been allowed the basic exemption of $300 (6 months) by his
employer. The contributor would be required to make a contribution of $3.60 on
his self-employed earnings. This contribution is computed at the rate of 3.6
per cent of the lesser of amount (a) or amount (b) of subsection 1 of Section 10.

Self-employed: earnings i o e b $ 400
Less: Balance of basic exemption allowable to the con-
tributor  (($600=8300) sl st R e $ 300

Amount “a” $§ 100
Maximum contributory earnings on which a contribution

can be made (Section 15). i iy o dtuiEet e $4,400
Deduct: Salary and wages on which a contribution has
been. ‘made ($2,000-$300). /.. . ank Jo SR SRE $1,700

Balance of maximum contributory earnings .. Amount “b” $2,700

Self-employed earnings subject to a contribution (Lesser
of  Amount#a’ or Amount “h”) i m e S S e $ 100

Contribution payable 3.6 per cent of $100 ................ $ 3.60

The contributor has made a contribution on $1,800 ($100 self-employed
earnings at the rate of 3.6 per cent plus $1,700 salary and wages at the rate of
1.8 per cent).
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EXAMPLE 5

In this example a person has earned salary and wages in Quebec and
Manitoba. His total earnings from both employers exceed $5,000 and there-
fore he has contributed in excess of the amount required. A refund of the
overpayment as defined in Section 8(2) is in order. The example shows how
the overpayment is computed in proportion to the amount contributed in each
province (Section 40). The refund application is made to the jurisdiction in
which the applicant resided on the last day of the year.

Salary and Wages on

Contributory which a Contribution
Salary and Wages has been made Contribution
Quebec $4,000 $3,600 $ 64.80
Manitoba $3,000 $2,800 $ 50.40
$7,000 $6,400 $115.20
Total Contribution Required $ 79.20
Refund (Section 39) $ 36.00
Allocation of Refund (Section 40)
$ 64.80
Quebec X $36.00 = $20.25
$115.20
$ 50.40
Manitoba X $36.00 = $15.75 $36.00
$115.20 e
EXAMPLE 6

In this example a person has self-employed earnings from a business
located in Quebec and salary from two employers, one located in Quebec
the other located in New Brunswick. He resides in New Brunswick on the
last day of the year. This example demonstrates how the salary and wages
on which a contribution has been made is calculated under Section 14 and
also how the unadjusted pensionable earnings is calculated under Section 53.

Salary and Wages on

Contributory which a Contribution
Salary and Wages has been made Contribution
Quebec $1,300 $1,000 $18.00
New Brunswick  $1,500 $1,200 $21.60
$2,800 $2,200 $39.60

Self-employed Income (Business in Quebec) $2,000

Salary and wages on which a contribution has been made (Sec. 14)
Quebec $18.00 x 100 — 1.8 = $1,000
New Brunswick $21.60 x 100 = 1.8 = $1,200 $2,200

Self-employed earnings on which a contribution of
$72.00 has been made .............. $2,000 *

*This is considered as New Brunswick income as the individual resided
in New Brunswick on the last day of the year.
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Computation of unadjusted pensionable earnings under Section 53.
Section 53

(a) (i) Contributory Salary and Wages ............ $2,800
(ii) plus contributory self-employed earnings .. $2,000 $4,800
(b) (i) (A) Salary and Wages on which a contribu-
tion has been made under this Act .... $1,200
plus

(i) (B) Contribution required in respect of self-
employed earnings multiplied by 100
and divided by 3.6

$72.00 x 100
PP PP $2,000
3.6
(ii) (A) Salary and Wages on which a contribu-
tion has been made under a provincial
pension; plaz VoL v vl sl R e $1,000
plus
(iii) Basic exemption for the year ............ $ 600 $4,800
(b) Maximum pensionable earnings for the year .... $5,000
The unadjusted pensionable earnings is the least of
3 T o ) e | Bl 6 ) TR MU O oM e it o ALy TR 2 g $4,800

EXAMPLE 7

This example uses the amounts in Example 6 to describe the calculation
of the total pensionable earnings attributable to contributions made under the
Act (Sections 80 and 81) and under a provincial pension plan.

Pertinent information from Example 6

Canada Provincial
Pension Plan Pension Plan
(New Brunswick) (Quebec) Total

Earnings subject to contribu-
tions in respective

jurisdictions:
Salary and Wages ...... $1,500.00 $1,300.00 . $2,800.00
Self-employed earnings ..$2,000.00 $2,000.00
$3,500.00 $1,300.00 $4,800.00
Unadjusted Pensionable earn- oI Eiow
ings (Section 53) $4,800.00

Earnings on which a contri-
bution was made in Section

53 (b)—
Salary and Wages ...... $1,200.00 $1,000.00 $2,200.00
Self-employed earnings ..$2,000.00 $2,000.00

$3,200.00 $1,000.00 $4,200.00
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Share of unadjusted pension-
able earnings attributable to
contributions made under
each plan

Attributable to this Act (Sec-
tion 81)

$3,200
A8 00 s il $3,657.14

$4,200
Attributable to Quebec plan

$1,000
594,800 ol L $1,142.86 $4,800.00

It will be noted that the share of each jurisdiction in the unadjusted pen-
sionable earnings for a year is that proportion thereof that the earnings on
which a contribution has been made for the year under each plan bears to
the total of such earnings. The amounts so determined would therefore not
likely agree with the amounts earned in each jurisdiction.

Calculation of pensionable earnings attributable to contributions made
under this Act and under a provincial pension plan:

Each of the amounts of $3,657.14 and $1,142.86 would be escalated in the
manner described in Sections 81, 80, 52, 51 and 50 as part of the calculation
of the respective share of each of the two jurisdictions in the total pension-
able earnings.

ExampPLE 8

In this example a person has earned salary and wages from two employers
one in Quebec and the other in Nova Scotia. His total earnings from both
employers exceed $5,000 and therefore he has contributed in excess of the
amount required. The overpayment may be refunded. The example shows how
the overpayment is computed in proportion to the amount contributed under
each Act (Section 40), how the salary and wages on which a contribution has
been made is recalculated after the refund is made (Section 14) and how the
unadjustable pensionable earnings is then calculated under Section 53.

Salary and Wages on

Contributory which a Contribution
: Salary and Wages has been made Contributions
Quebec $3,500 (4 months) $3,300 $59.40
Nova Scotia $2,500 (8 months) $2,100 $37.80
$6,000 $5,400 $97.20
Total Contributions Required $79.20
Refund $18.00
Allocation of Refund (Section 40)
$59.40
Quebec X $18.00 = $11.00
$97.20
$37.80

Nova Scotia X $18.00=$ 7.00 $18.00

$97.20
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Allocation of Net Contributions:
Quebec $59.40 — $11.00 = $48.40
Nova Scotia $37.80 — $ 7.00 = $30.80 $79.20

Allocation of Salary and Wages on which a
Contribution has been made

Quebec $48.40 X 100 = 1.8 = $2,689
Nova Scotia (Sec. 14) $30.80 X 100 — 1.8 = $1,711

Total $4,400

Computation of unadjusted pensionable earnings under Section 53.
Section 53

(a) (i) Contributory Salary and Wages . ... $6,000
(b) (i) (A) Salary and Wages on which
a contribution has ben made
under ‘this At =il L B alette $1,711
plus
(ii) (A) Salary and Wages on which
a contribution has been made
under a provincial pension

Plagmiliic Sl e gs: SR $2,689
$4,400
plus
(iii) Basic exemption for the year .... $ 600
$5,000
(¢) Maximum pensionable earnings for the
ACL 3 i R S e T e TR o L $5,000
The unadjusted pensionable earnings is the
leastiof. [(a) (D) Hor e ai e e e S e e $5,000
ExXAMPLE 9

In this example a person works in Newfoundland for two employers
concurrently (the moonlighter). His earnings from both employers are not in
excess of the maximum pensionable earnings for the year ($5,000). In this
case underdeductions are created because each employer allows him the basic
exemption of $600. The contributor elects (Section 12) to make a contribution
on the additional exemption allowed at self-employed rates (3.6%) in order
that he might attain the maximum earnings credit possible for pension pur-
poses. This example demonstrates how the unadjusted pensionable earnings

(Section 53) are calculated before and after the election is made.

Salary and
Wages on
Contributory which a
Salary and Exemption Contribution
Employer  Wages Allowed has been made Contributions

A $ 2,500 $ 600 $ 1,900 $34.20
B $ 2,500 $ 600 $ 1,900 $34.20
Total $ 5,000 $ 1,200 $ 3,800 $68.40
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(7)

The Special Joint Committee of the Senate and of the House of Commons
on Canada Pension Plan met at 9:37 o’clock a.m. this day. The Joint Chairman
of the House of Commons section, Mr. Cameron (High Park), presided.

Present:

Representing the Senate: Senators Blois, Croll, Fergusson, Lang, Lefrancois,
McCutcheon, Smith (Queens-Shelburne), Stambaugh (8).

Representing the House of Commons: Messrs. Basford, Cameron (High
Park), Cantelon, Cashin, Chatterton, C6té (Longueuil), Francis, Gray, Gund-
lock, Knowles, Laverdiére, Lloyd, Macaluso, Monteith, Moreau, Munro, Perron,
Rhéaume (18).

In attendance: Dr. Joseph Willard, Deputy Minister of Welfare, and Messrs.
D. Thorson, Assistant Deputy Minister of Justice, D. Sheppard, Assistant Deputy
Minister of National Revenue, and Tom Kent, Policy Secretary, Prime Minister’s
Office.

The Joint Chairman of the Senate section, Senator Fergusson, opened the
meeting. Then the Joint Chairman of the House of Commons section took the
Chair.

The Committee resumed consideration of Bill C-136, clause by clause, and
questioned the witnesses thereon.

The examination of the witnesses continuing, the Committee adjourned
at 11:00 o’clock a.m. until 3:45 o’clock this afternoon.

AFTERNOON SITTING
(8)

The Special Joint Committee of the Senate and of the House of Commons
on Canada Pension Plan reconvened at 3:55 o’clock this afternoon. The Joint
Chairman of the House of Commons section, Mr. Cameron (High Park),
presided.

Present:

Representing the Senate: Senators Blois, Denis, Fergusson, Smith (Queens-
Shelburne), Stambaugh (5).

Representing the House of Commons: Messrs. Basford, Cameron (High
Park), Cantelon, Chatterton, C6té (Longueuil), Gray, Knowles, Laverdiére,
Lloyd, Marcoux, Monteith, Munro (12).

In attendance: Same as at this morning’s sitting and Mr. J. E. E. Osborne,
Technical Adviser to this Committee.

The Committee resumed its Clause by Clause consideration of Bill C-136.
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186 JOINT COMMITTEE

On motion of Mr. Munro, seconded by Mr. Coté (Longueuil),

Resolved:—That the tables intituled “Illustrations of Employees’ Actual
Average Earnings, Employees’ Average Earnings, Earning Index, Year’s Max-
imum Pensionable Earnings, and Average Maximum Pensionable Earnings”
and “Illustrations of Pension Index Commencing in Selected Years” be pub-
lished as appendices to today’s Minutes of Proceedings and Evidence. (See
appendices E and F).

The examination of the witnesses continuing, at 5:31 o’clock p.m. the
Committee adjourned until 3:30 o’clock on Monday afternoon, December 7, 1964.

Maxime Guitard,
Clerk of the Committee.
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EVIDENCE

THURSDAY, December 3, 1964.

The CHAIRMAN (Hon. Mrs. Fergusson): Gentlemen, we have a quorum. As
our time is limited this morning, I think we should start even in the absence of
my Co-Chairman, Mr. Cameron.

Dr. J. W. WILLARD (Deputy Minister of Welfare, Department of National
Health and Welfare): Madam Chairman, we were discussing clauses 8, 9 and
10. There were one or two questions raised in connection with clause 8. I think
Mr. Sheppard is prepared to take up those questions at this time.

Mr. D. H. SHEPPARD (Assistant Deputy Minister, Department of National
Revenue (Taxation Branch)): The problem we were concerned with yesterday
has to do with the method of collection presented in this bill whereby contri-
butions made by an employer with regard to a particular employee would be
determined on the basis of the total wages paid after taking off the portion of
the exemption that was applicable to the particular pay period, and as com-
pared with the suggestion that no deduction would be made from earnings for
that particular month that is more than one twelfth of the aggregate amount of
$5,000 required for the year.

There seemed to be some concern about this, and I thought it might help
if I made a few preliminary comments on that point. In this regard the method
adopted for Bill No. C-136 is exactly the same as the method adopted in Bill
No. C-75 Of course, in Bill No. C-136 there is the question of the added feature
of the treatment of the exemption, but that has no particular bearing on the
particular feature we have under discussion. It also is the same method that is
used under the United States social security plan which has been in operation
there for a considerable number of years.

I am quite sure the members would like to know in more detail the reasons
for the adoption of the method provided in the Bill because the fact that it
was in Bill No. C-75 or in the United States social security plan would not
of itself necessarily be a reason for doing it.

I might best illustrate this particular feature if I could use the example of
a man who is receiving a salary or wages of $1,000 a month and who