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The plan is financed by “contributions” from the employer, the
employee, and the self-employed. Currently the employer and the
employee each pay a tax of 1.8 percent on taxable earnings up to
$5,000, with a $600 exemption. The self-employed pay a tax of 3.6
percent on earnings from $600 to $5,000. The contributions are
deductible for income tax purposes, while benefits will be taxable
income when paid. '

The retirement pensions eventually will amount to 25 percent of
annual covered earnings up to the maximum of $5,000 with an
allowance for low or nonearning years. Full retirement pensions
first become available on January 1, 1976. Until that date reduced
amounts of pensions will be paid to those eligible. Where both
husband and wife have contributed, both are entitled to retirement
pensions.

This system appears to have developed more in response to public
demands for old-age security than as a fully thought-out scheme
for social insurance.?

MEANING OF “SOCIAL INSURANCE

If revision of the U.S. system were to be in the direction separating
elements based on the individual equity principle, an essential problem
would be to define more clearly the insurance elements appropriate
in & compulsory governmental system.®

A good deal of analytical effort has gone into developing a defini-
tion of “social insurance.”* Part of the problem of terminology is
that the definition depends in some degree on judgments concerning
appropriate methods of financing and the extent to which concepts
of adequacy can be combined with a wage-related, contributory sys-
tem. The definition is also likely to change as actual social security
systems evolve.

A recently revised draft (spring 1967) of the definition of “social
insurance” by the Committee on Social Insurance Terminology of
the American Risk and Insurance Association reads in part as follows:

-Socian Insurance.—A device for the pooling of risks by
their transfer to an organization, usually governmental, that
is required by law to provide pecuniary or service benefits to
or on behalf of covered persons upon the occurrance of cer-
tain predesignated losses under all of the following condi-
tions:

(1) Coverage is compulsory by law in virtually all
Instances.

(2) Eligibility for benefits is derived * * * from con-
tributions having been made * * * by or in respect of

.2 On the political history of the old-age pension, see A. Kenneth Baton, Essays in Taza-
tion (Toronto: Canadian Tax Foundation, 1966), pp. 132-157. On the Canada Pension
Plan, sce Irving J. Goffman, Some Fiscal Aspects of Public Welfare in Canada (Toronto:
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ment Printing Office, 1965).
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pp. 941-973.
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