






































































































































































































































have reached dit':feri118 conclusions 1'$ga...'"'d1ns the efficaq of .resen-e f1nancin8• 

We aust e,sree w1 th P.rof'eefJOl" B&ll8en that :reaerve aooUJllU.lAtiODII ea.J.ted. t1•om. the 

worldng e ses bl of pq:aoll tax0s would t Dd to ooentua.te a raoeas1o:.a 

by 1n;t;enstt711ls deflatton. JUs' &r'Ql.UD8nt is strengthened 'When ve consider 

com:pulaory eav1nss . schelliiSS have been ut.iUied to remove . purehastns power from the 

mABeea f.n. order to, curb 1Jlfl.a:t1on.. Neverthele••· hofesaot" who 

the sloouq, ht.e oVe:ratretSed the effects of sUch in prolorl8ing de!)X'eaeion 

periodS. When these accumulations e.re redistributed by the 1D. 

datiag ita outatandlns debt, it is poas1'bls that the recipients will kee:p these 

funds, c1rol.\lAtillg b7 ex;pen<U:ag them tor oons\UJlption1 or b7 1nTettins them til :ee• 

cur1t1es almost as riskless o.a gove1'1lllent bonda. 'J;'liere ie 1\0 proven basi• for 

his eerta:tnt, that euah fun,da rill be ster1U$ed. by b.OQ'dJ.ng Ol' idleDefJ8 . Whether 

we aaree with 'rofeaaor Rauen or not, it 18 appe..'rent that the ulti•te eftect.$ 

ot a PQ\Y...U'"'you-go fincmcia.l polic1 voul4 'b.e even more 'Wlf&Tourabl&. than t.hoae 

ste•ns from reseJ"Ve .f'iDanctns. Pfq,.U•fO\l•go would. lead. to intolerable tax• 

the oa.tion 1n: a tev deQadea because ot the expected. 1ncreeaed weiGht 

of the -sed sroup 1n the Ae$8nph1o bal.al).ce .. A8 Profel!laor Hal'rie. pointe out; 
f . 

ser:toue depression: tendenciea wou.l.i develop 1n the econoJq under tJ:lU p0Uo7. It 

1es blpoaaible to eom;pare the relative 1.U-ettectl of the&e -.lt&rtJ4w :propoeala,, 

out 1 t 1a that the ef'fect ot . tp aupport aa incroM1Jl8 gou.p 

fro• current revenuert would haTe a lUOre aer1ous and ta.r ... reaching <leflat10llll;.l"f 

effect 'tJle.a 'Would to rese"e ttnanctng of the prQEW'a. J'o:r' thlt reaeon 

reaerve financing 1e to be preterr.ed u the leseer evil. 

Wndoubted.l1' 1950 1e pensicnw year in C&ll&da. The se:aere.l. ecowllio picture 

is not untavomraols 1 w:i th. price adJustments vork1DS u buaiD&iS 

aot1v1ty appeN'I!J to be levelUag and the price leTel riains at a sreatly reduced 



.. llO .. 

rat~. The government at this t1 ia ta.ced. b1 two conflloting de~· . Thero ie 

great d.eliii.Ll2.4 on th• part of labour fott an illg?roved soctal s•cur1ty I!Jtruoture 

Which would' place u.pQll thG 1tato a heavr fuad cost b~n. S1m:tU.taneousl,J there 

is A great dema.nd on the w-t Qf the enaploytne; elaasea tor ta.x relief . from double 

taxation of d:ividende au4 for reduction of other taxes vhioh 1~r 1:avea·t.~nt 

incentives. 1hese o;p~ing :p~a~Ut"es io increasing gove~nt expendit1..1re and 

decreMinS umrieldy ~tion oould both be placated if the aoe1e.l •ee~i t7 e3;,.. 

penditures de~d were tied. to a schema ot 1u&!V1dual contributions which would 

proVide benefit e.dequae7 and equit1 1n ooet distribution. lt is unl.llteq that 

the gOTerllml'3nt 1 s decision this yee.r will not be colo~ PT the nque.ets of the 

n~r1cal.l:3 powerful working ela.eses. Mo1-e gensrous benefits wiU be ;pl"'V'ided. 

:tt w~ll. then be the sov.e~nt ' $ d.ut1 to d.o everything tn 1 ts fi.s d.al l\I1d. Dl()ZlOJiiCI.I'f 

power to insure that futuro illf'la.tiQD. 1s 1¢'Q'V'ente4 fro dilut;l.xJg the beD8fit :t~· 

wards. 

;tnd.uetrz' e Bolo. 

Ind.ustey hae taken • •erlous interest in tts ~poll81.b1Ut;r for vor~r 

retirel$)nt . thE) pens1cm liO'Veent. tn C~ has reee1ved a su.l>ste.nti&l boost. trom 

bv.einess enterpris~ ove~ the past t'Wo de~I\J 1 a trend whiCh ueems like4 to oon• 

tinu.e. A great VI.U'iety of' ~~ h~ve "en 4evelLoped. to •e'" the d1ver$e .1Ddt$trio.l 

l'ftq;u.ire~nte. As poiu;t;:ed. out, two matn to.otors a.:re reepQUibla. First ADd tore~ 

mo$t , 1n<tu.et17 has discovered. th&t 1 t !Ei good. bUSiness to provid.e secu:.r:-e retil"e• 

ment far employeee, and th t sree.t~:r eft'i~iene1, illlProved. pu.bUe 2!Zld lAbour re ... 

4t1ons 1 levered. labou.r turnover 1 a.:Qd higher employee morals re$ult. $ocial en­

UShte~nt :1u ind:ust17 h&.a Aeted u a minor e.ceele:ration to tlte nt.GVen~Snt• See.otld.• 

l.;y, strong. preaau.re h~ been a.pplled recently to businesti b1 orge.nj.zed labour 
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which feels that ite members deserve to be retired. on somewhat the swoo pr.iuciple 

era fixed capital 1a dt>:prec1a.te<i. In ~ caaes; industry hilS ~p:p:roved. G:f labour' El 

proposals and pension o ete have been added to the cost tru.ct't.l.re ·r:i£ the prodU.¢• 

tion proeeea. Fl"onl ·tn~ firm. point oi' viev 1 'the pension ~menta have been 

eoonondcall3 sound, costa havtng been e.dded to business expenses, while> rsturns 

accrue in the fo:rms above-..mtiQned.~ $'h& J:ielA to the i'irzll cannot ee.td.~ ~ 

tQeuu:red in m.oMttu7 tel"'!.QS, but in teJ'tlJS ·Cit im.p:roved seru-tral eff.ie1e®f &1ld lowered 

la.bour tta"nOVer alone 1 it lioul.d seeltl to indicate that euch pl.a.na are in the nature 

of an inVest~nt. '.rhe worker nontheleas 'bellef1 ta great]J 1 aLa the %DAJor1 t¥ of the 

plans provid.D 'bene.f'itSJ Y}U.ch l(ill permit ~ respectable r etirentent . On.l¥ . amal.J. 

proportion of the working force 1e oovered1 however, and the benefit scales ve 

01 no '!Df;la.M Wliform bettieen industries. 

:&ec~u.so of the 1ncre~ed ~tua.e' of the l)I'Oblem.1 e.nA lnd.umt:cy •• evident, 

1nwnt1on of ~&l-ing a l.e.rser part Gf the re•pouib1lltJ.,· we mwtt o01W1der the 

im;plJ.cat1ons of industrial p.J.ans for the eoo~ aa a w:Q.ole~ In e. oonsid.E!ration 

ot the e-aonolttic ef'feota of i.Ddu.strie.l pelUJion plan!, several queettlons &.rit;e. Wbe 

fin;t is o:® of diatribution, ~ the eeonomio ooufUats whiCh aharaotert~e QX• 

oha.ngee in a free enterprise eoon.onw. Re&d.i~ apparent 1$ th<J sro~p I ~r hOl"i~ontal 

ccmfl.iat whtoh eXiets between labour e.1l.d eap:tta11 hishli&b:{led ~ it 1$ b1" pe.riodio 

atrilres and oolleotive bar(3a.il11lls . Diffioulties al"ise, not ·over whether or not 

o. pension plan viU ~ set up, but ovel" haw mu.ch will be provided. When n0ll•con.tl'1• 

l>uto:cy pensions ere at issue and the c~ ooncedeQ, the barSQ.inlns victory ob• 

viou.sly g()()s to the union. The victory is, howver 1 subJect to ~~ q'!laUf'ioation& 

If the comtpany is able to pu$ the burden on t :o the COllS'UXDier 1n. the tor'$ ot h!S}1er 

prtaes 1 'tfhieh in turn indicate that :future bel\efi w will be paid in ehe par dol· 



lars, the vie tory is a. hollw one • When w.e consider the em.Ployer.ga1~ from 

providing pensions, 1t is difficult to oonclude that the 1'1I"l:l1 lOS:EHJ. A cas~ in 

po!nt 1a the 1949 agreement between the united St~elworkera of America and the 

United States Steel Corporation on a $100 non•contribu.tory monthl3 ;pension at 65; 

after twnty ... five 1ea:ra service. ~he :priee of eteel1 the mot;~t ::lmportant baaie 

industrial ~tal, was iml.llediate.ey raised~ ['his action, in conJunction with cur .. 

rent :price trenda1 indicated. that,in effect, the do:uu.rs in whiah the promise was 

made ware beginning to deflate .• 

When we aonsid.er further the effects of :tndU$ti"1fU pension pl.e.tl.$ upon the 

econQlU1', the .less apparent 'but more inworta.nt vertioa.l conflict ootwetrnl specific 

industries a.nd the rest of the econom.v cata. be aeon. Allocation of the product 

process . If' 1ndustq can succeed in shi:ftina pension costa :forward to oons'lll.1Wrs , 

the naw . pe:nis1onere are reootvins bene:ftte at the expe;ase of their fellow ... workors 

in industria$ wh,era suCh provisionS Q.re e.bsent, Yhere such ooata have 1Wt been 

included in the coat schedule ot the entarpriee . Thus whel:'f> the effects of labour 

monopolies, or pldoe Wlinta~, or leadership arising out of tnd:ustrial oam~i:oation 

a.re ra.n:apant, in the final analysis :tme interest of the 'tl'Jaj ori ty of the peop . is 

sUbverted. Thus if Ul. organized lAbour .in c~ ~ ;SUCG.l$SSf'Ul j.n peneion de-., 

ml).llda,. the 'benefits would be con:fi~d. to this section of the working popula.tio • 

l)e.nef1ts vould be received bJ ~ppro:xct.~tel3 3(1/o of the labour :f(!)1•ee, While 'the 

u.norga.n1zed and un:pro~oted $Jor1t1 we~ forced to shEWe the coat . A broad.' 

nation.rU scheme aJ.ong contributory lines wou;td do Zllll.Ch to reduce the inequ.:tties 

that m1ght develop, fo:r: then the strons ba,tlgainill8 srou;pa oo\tld seek o:nl¥ the l!:'S• 

le.t1ve~ sitl8l.1er gains necessary to aup:ple~nt the state pr visions . Of co'llr6e1 
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regulation of the monopo)J rgaiP..:ing power of trade un1oM would permit a freer 

proeeaa . o:f' distribution, but such action :ts not . feasible, as politicalq· it ie 

genera.J.ly :regarded as in abrogation of certain traditional freedoma. 

The oecond ~stionwhioh ~es 6ffecta the production process, and~ 

such is a more f~ntal., and ·a more ae~iou,a proi;)lem. One no~<l econond.at5 ~ 

at.rt::~$Sed the general conclusion of economic science that tb.e stability of capi .. 

talism ia a :£'u.nct1on o:f t4e mobiU ty of' productive · f~ctora • ):t is pointed . out lln 

this connection that au.ch resour~ mobility must exist to the extent that trans• 

· ferQ 'llfljJ be facilitated between · induatriea in response to ma.jor ohe.nsea in dem..'\nd 

a.n.d teohnoloav . We are here con;ce~d· w:t th o..nl3 one f ctor of production, but Ol.lf). 

'l'TlU.eh 1$ in ~ ee.ses the predomina.n.t 1ll..Put in the production process . ·The w:;> o~o 

bility of la.l>our has l<.JDS been :tm:p<;>rf'eet because a.peeialization !a f!i ;pl:'el'6quiaite 

of 1nd1v1dual :prosperity;· the functional. 1tirmobility which h~ resul.ted haa ca; 'ed 

U!l,ei!tJ?lOytnent during periods ot maJor tamand ehiftll . ~bill-cy of lAbour is f~r 

restricted b1 fe.mlly tie~ 1 a pheno~non which might ·be classed aiJ clomel!:ltic inmo• 

b111ty. :Now a. fu:rthar deterrent to labotU." mobility arises in the form of e.ccu:ma­

lated. CX'edite ia an intl.mrljr:J.a.l old age insu:nm.ce tu.na.. \th1s further :inflex.il;lility 

in the working force whicn IDIXlf contribute to :qnenrploymant and under-co.pacitv p;ro .. 

duction, lle ma:q Ql/M3a1:f'y e.e vested-benefit i · b;Uity • 

.t\nother aspect of the :production ~ff.i.culties which ~ arise frotn indu:s .. 

tl"'ia.l peneion plann1ns beco~a ap:pa:rent when_ we consider :t.nduetry' s lone•ru:o. oat 

pi.cture . Bu.sinees activi tl i.e ¢hanwterized by tlte ~vit.fl.ble trade cycle 1n 

~es 1 pr;Lcea and. :profi te va:ry per1od1cal.JJ' . Now, however, illdust:ey 1 underta:Ians 

to JAV addi t1o~ h tJ.Vf ":f'ixad" wages,, def'erred ea:rn1na~::~ wnich will be rem;l tted 



to the workeJ? after superannuation. 'When wage~¥ and price adJustments are neeea .. 

sitated by oyelleal Siiing&, the on:JJ means ot reducing this b\U'den w1U be bf 

reducing statts, a. uaeasure which i.e ~ conducive to •1nteD&Uoe, of hiGh 

~oduction levels. Wages are atiok;.y when the downturn tekee pla.oe but 1t will 

be even IISOl'e cU.ftioul.t, if not 11:'1X.Potle1ble tor enterprtee to negotiate a reduction 

in benefit $e&le8 Yhioh have been written iato UDion oontra.ota on a more per• 

manent bUts. ',rheae pena1on ooat rigttUtiee 1n 1:odutrtr:Y118l prove an additional 

factor which will eerioual.l undel'lline the prlo1ng rea,4Justment requirea e.a re• 

ceation tendeno1ea aet in. 

In el.Uil'd.ng up the etfeota ot lndustrial pension plAu it must be etttphae1zed 

that they are a aocial..l¥ dea.!rable $Upp~nt to~ bailie benefita vh1eh the g.o• 

Vel'rlDI$nt provides. The contr!butoey p.l.a.n~J are eapeot.al.lJ" notewortey, enootU'8.81na 

the em.ploTee to .fJa.Te tor· 'the fut'lll,'e aDA finally providing him Vi th a oomf'ortable 

retirement . Soe1al.11' the troDd 1a encoUl'IW51na, but- ita lone run eoonoud.o effe ota 

'llt1!IJ produce a <P&P1tallat eeon01111 wh1Qh ie even more vulnerable to_ cycUO&l 

catastrophe. Establishment of t. federal oontributoey plAn~~ nov more tlwl ever 

requlredr 1a provlf.dina baSic pe.u;t.o• 1t would reduee the extent to which ~nter• 

prise· et.n beco• a$d.dlecl W1 th eJX'e&ter "fiXed" coats, to hlall•benet1t pei).$ion 

pl..eu. ot a euppleD18n'taz7 Mture . 

Conolusio:u 

Only th«J traditio~ doe-tic and soo1all3 bUad cap1te.list of the 

earl,r tvent.tetb C.Uttu7 would. d.eJ13 that adequate ;pl.'OVD$on fo:r old aee retiremnt 

is a social. and eoonold.o neceaai ty. It lla desirable from the at.a.ndpoint of the 

se•reJ. national 1lOl"a1e that the plu 8eleoted be favourabl,;r reoe1Ted b7 'W'a$0-

earnere aa4 el!Q;)loyera &llke; in view o1 principle anA e~rienee the oontr1buto:ey: 
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t:pe is most appropriate. A satisfied society i . the beet bu.l:wark 8@&1nst the 

inftltra:tioM ot Comm.unlem. ·!l.'he state ' s reeponaJ.biliW ia cle~·cut . A federal 

plan must be instituted. to prov-ide natiomt.l 11iin1ma protection ~vele, to ena'Ul"e. 

beaefit unifornd:ty, ·to ·promote equit;r in coat e.llocat1on, to reduce the extent of 

lAbour ilQDIObility, to :t'$Str1ot the disproportionate p1nf;l whieh certain str~ 

economic groul)S T1JJJ3 exe.ot from the weaker, and to l1:Jnit the degree to vh1oh cost 

rigid! ties 'fl!Jq' disrupt the productive :process. 

Pensions are senerally considered a d1etribut1on probleJll. In our haSte 

to redistribute the national. inoo• we 111.U8t not forget that the crwt of the matter 

l.iea J.n production. !rhe overall ea.peci t:r of the eeonoli\V is e. moe.t 1m;portant 

llmitine factor; re<Ustribution cannot be the 'll\lLin criterion. 'rhel:'e are onl¥ 

two we,a of :fult1.l.JJ.:ng pemJioa prom1$es: o'll.t of preeent. or tuture !nco• 1 o:r 

b;r 1n:f'la.t1on. ln ths long run the latter is no solution. Therefore, 1n cono1der1ae 

velfare; tt is the welfl.U"e of the econou:w which must be our prime concex-n. Aooumu ... 

lations fron:~. the cUX"J."ent production st;-etMJ1 ~t be pru.dently collected eo tbat 

tbe inevitable eycllca.l tluctua:tiona v1U not be aco.Jntua.ted. f}le fiscal forces 

of ;overnment m.ust b() d:\,reeted tQW'Qr(l the promotion of incre'-Sed productivity 1 

and a. higher national inCome~ :Increased produatioll alon.e will e.llow old age 

be:nef'1te to be pe.1d without a reduction in Uv1ns lrta.Iulari.a1 or •Jor dieruptiona 

of the nation' s economtc stability. It ·we are to ft418\rlbute th• natiou.l income 

eo that the :peae1oaers benefit, in the 18st a.naJ¥aie, aameone m.ust suffer, unless 

the nat1onte product rises. 
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