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with fixed dollar amounts of personal exemptions, make it more diffi-
cult to ignore the problems of equity involved in existing provisions
for income tax treatment of the aged.

A shift to a social insurance system with primary emphasis on the
contributory principle, combined with a separate financing of “wel-
farve” elements, could provide a better basis for the income tax treat-
ment of the aged.

Current exemption from taxable income of social insurance contri-
butions, as under the Canadian system, and inclusion of benefits in
taxable income at the time paid could improve individual equity by
relating the income tax liability more closely to current disposable
income (although this is not the only consideration involved). Such a
change 1 the treatment of social msurance contributions has been
proposed by several tax experts in the United States.”®

The question of the respective roles of public and private pension
plans has apparently been given relatively little consideration in the
past. Lack of attention to this question has probably been due to the
narrow coverage of private pension plans until recent years. As re-
cently as 1950 private pension plans covered only 9.8 million persons,
including those receiving benefits. In the same year 85.9 million per-
sons (including retired beneficiaries) were covered by OASDI. In
1950 the number of persons covered by private plans amounted to 11
percent of those covered by OASDI. By 1965 this ratio has risen to
20 percent.*”

The question of coordination of public policies on pensions and re-
lated systems is thus becoming much more important. Social insurance
has generally been thought of as providing a “floor” of protection
against loss of income and the other risks covered. However, a “floor”
of protection is subject to a wide range of interpretation.

The level of contributory pensions, on an individual equity basis,
should take account of the extent to which private pensions and other
provisions for old age are likely to provide for old age. It would not be
reasonable to provide compulsory governmental pensions at a level
that would check the growth of private provision for old age. The
coverage and benefits provided by private pension plans as time goes
on will probably change substantially.

At the low end of the benefit scale, concepts of adequacy have obvi-
ously dominated social security benefits. The OAST system was orig-
inally intended gradually to replace a substantial portion of old-age
assistance, and it has at least partially achieved this goal. The number
of old-age-assistance recipients reached a peak of 2.8 million in 1950
and thereafter declined steadily to 2.1 million in 1966.* Increases in
receipts of other public assistance programs have, in part, offset this
decline.?® The close relation between OASDI programs and public
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