OLD AGE INCOME ASSURANCE—PART III 57

types of redistribution, the existing benefit structure and conditions
of eligibility discriminate in favor of certain groups of people regard-
less of income level or age.*

Neither of the two major kinds of redistribution—by wage level or
by age group—can be easily measured, in part because of problems
of definition. Redistribution by income level can be defined with
respect to the existing benefit structure and contribution levels: How
do the existing or expected benefits compare with contributions under
present law for people at different income levels? Studies done on
this basis indicate a substantial redistribution from those whose earn-
ings are near or above the maximum taxable level, to those whose
earnings are well below the maximum.™* Such comparisons made at
any point of time must assume some expected benefit levels and past
or future contribution levels, which may 'turn out to be unrealistic.

Redistribution by income level may also relate to the total relation
between payroll taxes paid by all groups at different income levels
and the benefits received by all families at different income levels.®
This collective redistribution is useful for examining broad fiscal
effects of the social insurance system. It has little direct relevance to
the problems of equity because it does not distinguish between age
groups by income levels and takes no account of guid pro quo elements.

“Intergenerational” redistribution is also subject to definitional
problems. The extent to which an individual pays for his own benefits
1s debatable. Some would attribute to the individual not only the
employee’s contribution but also all or a part of the employer’s con-
tribution. Others argue that the employer’s contribution cannot be
attributed to the individual employee but is a general contribution
for the support of all covered workers. Some would argue that even
the employee’s contribution has so little relation to benefits that the
whole process is a transfer with no real element of payment in exchange
for a service.’®

A true, wage-related pension system would be more than a transfer
each individual would have “paid for” his pension during his working
years.

The transitional problems involved in providing “adequate” bene-
fits during the period between the initiation of the program and the
time when most people will have contributed over a working lifetime
constitute perhaps the most difficult problems of equity. The problems
are difficult because to have a program of importance in the transi-
tional period, benefits cannot be based solely on contributions paid.
The principle of social adequacy is given an important role, and it
means “windfalls” to most beneficiaries during the transition to a
“mature” system.
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