IDEOLOGY, INTEREST GROUPS AND
STATE INTERVENTION IN NORTH AMERICA:

INCOME SECURITY AND INDUSTRIAL RELATIONS

Robert Gregory Finbow

The London School of Economics
and Political Science

LONDON

Submitted to the University
of London for the degree of

Doctor of Philosophy May, 1990

¢ Robert Gregory Finbow, 1990



UMI Number: U044828

All rights reserved

INFORMATION TO ALL USERS
The quality of this reproduction is dependent upon the quality of the copy submitted.

In the unlikely event that the author did not send a complete manuscript
and there are missing pages, these will be noted. Also, if material had to be removed,
a note will indicate the deletion.

Dissertation Publishing

UMI U044828
Published by ProQuest LLC 2014. Copyright in the Dissertation held by the Author.
Microform Edition © ProQuest LLC.
All rights reserved. This work is protected against
unauthorized copying under Title 17, United States Code.

ProQuest LLC
789 East Eisenhower Parkway
P.O. Box 1346
Ann Arbor, Ml 48106-1346



6~4¢&

<£\\2>220zzZ



Abstract

This thesis compares the development of Canadian and
American public policy in two important fields where
transnational policy differences are evident - income
security and industrial relations. These case studies
provide evidence which challenges orthodox political
culture explanations of North American policy differences,
particularly the stereotype of greater Canadian ideological
tolerance of state action. The thesis demonstrates that
both nations have contained a wide range of attitudes
towards the role of government in social and economic
affairs. It reveals the similar reactions of interest
groups in each country to proposed state intervention,
based on class interest, not ideological tradition. Using
a synthesis of neopluralism and the "new institutionalism",
the thesis will demonstrate the need for a multi-causal
approach to explain policy differences between these
nations; it will highlight the importance of differing
political structures as sources of policy variation.

The thesis details the responses of major national
interest groups to federal level policy proposals in each
field in selected cases from early century to the 1960s.
Data was drawn from archival files, interest group
journals, submissions to executive and legislative actors,
publications, and major secondary studies. The method
employed will approximate the Canadian tradition of
political history, involving qualitative, rather than
quantitative examination of historical data.

The evidence presented reveals that both business and
labour groups sought to manipulate state intervention to
strengthen their position in industrial relations and
labour negotiations; support for state action fluctuated
depending on the negotiating strength of business and
labour. In income security matters, business and medical
professionals sought to forestall government programmes,
and to keep those adopted as restrictive as possible. After
an initial period of American labour voluntarism, unions in
both countries sought to expand the scope and generosity of
public income security programmes, to compensate for the
inequalities of capitalism.

Despite these similarities in attitudes, policy
differences did emerge, in areas like health insurance.
Greater Canadian intervention in these areas seems
attributable to the flexibility of the parliamentary system
in Canada, which was more conducive to third party
development, allowed third parties to influence policy in
minority governments, and permitted stronger executive
direction of policy development. The inflexibility of
America's fragmented policy-making system delayed reforms
which had earlier support in that country. Rejection of
republican institutions was the significant 1legacy of
Canada's founding tradition, not a collectivist preference
for state intervention in social and economic affairs.
Current Canadian efforts to emulate American institutions -
particularly the introduction of an elected Senate - could
reduce this flexibility in the system and hinder future
interventionist initiatives.
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I. INTRODUCTION AND BACKGROUND

1 Introduction

a) Summary
This thesis compares the development of Canadian and

American public policy in two areas where transnational
differences are evident - income security and industrial
relations. These case studies provide evidence which
challenges orthodox political cultural explanations of
North American policy differences, particularly the
stereotype of greater Canadian ideological tolerance of
state action. Debates over key policy changes in these
policy fields reveal that both nations have contained a
wide range of opinions on the appropriate role of
government in economic and social affairs. Comparison of
interest group responses to proposed policy innovations
reveals similar class divisions in these two countries.
Also, the evolution of policy does not conform to predicted
traditional ideological differences. Policy variations
often reflected differing political institutions and
electoral systems, which created different institutional
possibilities for the expression of interest group demands.
Hence the most significant impact of tradition was a
procedural distinctiveness, derived from Canada's rejection

of Republicanism; the substance of policy was influenced by
a common liberal tradition in both countries.

b) The Problem
While numerous theories have been developed to explain

public policy formulation', comparative North American
analysis has often emphasized cultural factors: "the
operation of culturally-based dominant values that inhibit
or preclude some kinds of government action and favour
others".? America's homogeneous 1liberalism, emphasizing
individualism and laissez faire, is contrasted with
Canada's ideological diversity. In the latter country,
conservative and socialist elements allegedly have induced
a greater willingness to employ state remedies for social
and economic problems. As Presthus writes, "the organic,



collectivist drift of Canadian social philosophy contrasts
sharply with the highly individualistic, competitive thrust
of American social thought and behaviour".® As a
consequence, "in Canada the state has been viewed, by and
large, as a beneficent agency, protecting the citizen and
promoting the general welfare; in the United States, the
state has been regarded with suspicion, as a potential
threat to the liberty of the individual".‘ While pioneering
works were more sophisticated®, this orthodoxy frequently
receives reflexive, simplified reiteration in comparative
studies® and is applied automatically to explain policy
variations without examination of the circumstances leading
to adoption of specific policies’; in Seymour Lipset's
words, a "Tory orientation" in Canadian ideology somehow
accounts for the "larger number of functions for the state"
in Canadian society.®

While ideological traditions ﬁa§ indeed influence
policy development in certain areas, it can not be assumed
that every Canadian policy intervention necessarily
reflects their impact. This emphasis on uniform national
values creates a misleading image of national consensus
which ignores important class and group value differences
within nations. This <causes analysts to overlook
complexities in political ideologies in each country; in
particular Canadian scholars often seem only dimly aware of
the variety of attitudes towards the state found in the
American political culture. Emphasis on past traditions
ignores the impact of similar processes of modernization
and development on political demands and policy require-
ments in the two countries, which have spawned the
development of new ideologies by different classes or
ethnic groups.® The emphasis on values as policy
determinants overlooks the vital role of interests, and
especially pressure group demands as sources of policy
change and neglects the unequal political influence of
different interest groups. Finally, many studies
underestimate the importance of institutional differences
between parliamentary and presidential systems. These
institutional variations influence policy outcomes and



determine which values in society will have a policy
impact. The greater flexibility of the parliamentary model
has induced policy variations which have been misconstrued
as Canadian rejection of liberalism.

Students of social, economic and policy history have
often revealed evidence questioning the conventional
explanation, in studies of particular eras or policies in
each country. However, these insights are to be found in
scattered studies of individual policy developments in one
or the other country. To date, no studies have attempted a
systematic comparison of policy evolution and attitudes in
the two countries in different policy fields. 1In
particular, Canadians have been lax in examining primary or
secondary material on the United States. As Denis Smith
notes:

Scarcely any of our scholars or journalists have
attempted to see the United Stateés-as a whole and
to deal with the central issues of its history
and culture.” .

As a result, comparisons are based on stereotypes which,
despite massive American scholarly evidence to the
contrary, suggest that this complex society has very
uniform attitudes rejecting an active government.

c) Aims of the Thesis

This thesis attempts to provide a sounder empirical
basis for comparison, by analysing specific cases of policy
development in the two countries. It will first survey the
secondary literature to compare the evolution in the
organization and ideologies of key sectors of society:
popular groups (labour and agrarian), central groups
(business and professional) and public sector actors
(bureaucrats and politicians). It then studies in detail
the progressive extension in state functions in income
security and industrial relations since early century and
the responses of major interest groups to this government
activity. These two policy areas have been selected because
of the divisive debates which they have generated in the
two countries and their centrality to class-based political
competition. Data will be drawn from interest group
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journals, submissions to executive and legislative actors,
government documents and secondary studies.

The method employed will approximate the Canadian
tradition of political history, involving qualitative,
rather than quantitative examination of historical data.”
This approach reflects the impossibility of cbnducting
posthumous polling, to gauge the attitudes of previous
generations. Cases will be spread out over time from early
century to the 1960s, to test for changes, and to determine
whether Canada and the United States have grown increas-
ingly similar as transnational influences accelerate. This
analysis will be followed by a survey of the impact of
institutional differences on policy in the selected cases.
The conclusions will weigh the relative importance of
ideology, interests, and institutions and suggest future
research directions, particularly the undertaking of case
studies in other ©policy areas; . consideration of
international influences, and examination of the impact of

intrastate and intergovernmental relations.

d) A Synthesis of Perspectives

This thesis adopts a neo-pluralist philosophy in
12

political analysis.“ As defined by Dunleavy and O'Leary,
this approach rejects simplistic, unicausal theorizing and
recognizes the inherent complexity of political phenomena.®™
In particular, this thesis rejects ideological determinism™
- the notion that consensual, traditional community values,
operating through a democratic regime, promote policy
directions which reflect the wishes of the majority; it
also rejects Marxist notions of material d(—j:terminism15 and
ideological hegemony. There is no single dominant political
culture in society; instead all modern nations are divided
into diverse interests, whose response to state action are
conditioned by their own needs and desires. Any nation
consists of class-based subcultures, and class similarities
extend across national borders."

These class-based subcultures are not evenly balanced
in influence over public opinion or public policy; rather,
those groups possessing control over economic forces in
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society (business and related professionals) are in a
"privileged position" to influence ideological preferences
and government action to their own benefit. Subordinate
classes in the economy are not without political power,
composing an electorally more significant element. Apart
from elections, in normal conditions, this democratic check
will be a weaker influence on government action than
business pressures.

Some critics allege that neo-pluralism shares
weaknesses attributed to neo-Marxism: it is a society-
centred perspective which overlooks the essential autonomy
and self-interested nature of the state and its
bureaucratic and political managers. For Leslie Pal, neo-
pluralists explain public policy by "tracing it back to the
balance of political power among interested groups. The
state more or less 'registers' this balance of power and
interests in the form of public policy"."” Writers such as
Theda Skocpol argue the need to bring the state back to a
position of centrality in comparative political analysis,
to understand fully its position as an autonomous political
actor, capable of "goal setting" independent of societal
forces."

However, neo-pluralist analysis has paid significant
attention to the emergence of professionalised,
bureaucratic state organizations in modern democracies;
authors such as Lindblom certainly acknowledge the self-
interested and self perpetuating nature of bureaucracies,
public and private.” While acutely concerned with the
limits on state power, neo-pluralist analysis can also
consider variations in state structures, and their
implications for policy development. In particular, the
"new institutionalism", as developed by Peter Hall, permits
consideration of the importance of institutional factors,
while remaining sensitive to societal constraints on the
state.® A synthesis of neo-pluralism and institutionalism
will thus inform the analysis in this thesis.

e) Framework of Analysis
Comparative analyses must account for a number of

12



different factors: social structure and interest groups;
political culture and ideologies; and political structure
and state institutions. All of these variables are
important determinants of public policy.

Social structure - the pattern of relationships

between various groups in society and between public and
private sectors - will be defined in neo-pluralist terms
and analytically divided into these principal categories.
Popular groups refer to those whose chief means of
influencing the state is through their electoral strength
(e.g. agrarian and labour groups); central groups are those
whose key resources for influencing the state come through
their control of the economic processes of society or
through monopoly of skills or resources (e.g. business and
professional groups)®. Public actors are those involved in
managing the state apparatus (politicians and senior
bureaucrats).® Social structures givé rise to sets of
interests, reflecting the interactions between these
various groups, their needs or desires in relation to each
other and the state. Interests are defined as perceptions
of beneficial policies and state actions in specific short-
term circumstances; this definition involves assessments of
a specific state action or policy proposal's impact on a
group's political, or financial circumstances.
Political culture - defined here as the national matrix of
political ideologies® - is a unique pattern composed of
diverse ideological elements, reflecting the diverse
interests in society. It is not static or "congealed"®, but
evolves with social circumstances and group interests.
Ideology refers to enduring systems of beliefs, values and
objectives about the appropriate role of the state,
developed by each social group®; "widely shared set[s] of
understandings as to what government ought to do, and ...
concerning the purposes of public policy"®. ‘

Two levels of ideological formulations must be
considered.” Analysts must examine the original pattern of
values in society. These provide a context within which
subsequent developments occur, by influencing the initial
development of political myths, public policies, political
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parties and political institutions. Initial values are
important because the "folklore or mythology that contain
the blueprint of a system in theory has some effect upon
the operation of a system in practice".® Thus analysts must
consider a traditional 1level of ideology preserved by
social forces autonomous from social structure. Formal
Ideology refers to coherent articulations of fundamental
beliefs or values, initially derived from major events and

influences early in a nation's history (revolution, early

immigrant patterns, etc.) but subject to evolution from

internal change and international cross fertilization.
Formal ideology will be preserved in myths, philosophies,

institutions, constitutions, and autonomous social forces
like universities, art and literature, and church. This
traditional ideology evolves somewhat independently of
social circumstances.® It is this form of ideology which
has often been considered the priméry determinant of
attitudes towards the role of the state in North America.

However, these scholars neglect an organic level of
ideologies directly conditioned by social circumstances;
developed by different social groups (popular, central and
public) in response to their everyday circumstances and
interests about state action. Popular Ideology emerges from

the experiences and needs of popular (e.g. farmer and
labour) groups; it may range from accommodation with the
existing social system, individual self-improvement within
it, and radical challenges to the system. Central Ideology
of business and professional groups, reflects evolving
attitudes towards desired roles for the state based on
self-interest or social awareness; it ranges from
progressive interventionism, to status quo pragmatism, to
anti-statism. Public Ideology is developed by state actors
(bureaucrats and politicians) in response to interest group
pressures, traditional beliefs and personal interests;
public actors!' attitudes also include limited state, status
quo and reformist or interventionist elements. Variations
will be evident in the ideologies and interests of
different branches and agencies in government. This
indicates the importance of considering differences in the
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division of powers between levels and branches of
government in each country, as the outcomes of policy will
depend in part on the values and interests of a coalition
of forces in different sections of the government
machinery.

A differentiated conception of social structure and
political culture cannot provide a complete explanation of
policy origins. As Peter Hall suggests, there is a "need
for a more complete investigation of social and political
institutions, for it is in the routines and rationalities
imposed by a particular complex of institutions that a
specific culture is born".*¥ Analysis must examine "the
institutional relationships, both formal and conventional,
that bind the components of the state together and
structure its relations with society" for these "provide
the context in which most normal politics is conducted".
Institutional arrangements determine‘tﬁe relative influence
of societal and political actors over policy outcomes, and
influence group and individual definition of self-interest;
as Hall summarizes, "organizational factors affect both the
degree of pressure an actor can bring to bear on policy and
the likely direction of that pressure." Policy is not a
mere reflection of the balance of societal pressures for
that "pressure is mediated by an organizational dynamic
that imprints its own image on the outcome".®

In the North American case, variations in political
structures assume considerable significance. Political
structure encompasses both the state as an entity within a
given social system of capitalism and more specific
arrangements for political activity and government
decision-making. A neo-pluralist conception of the state -

the authoritative decisionmaking institutions in society -

suggests state decision makers (bureaucrats and
politicians) are both autonomous and self-interested. These
public actors seek to maximize departmental, personal and
political interests However, they are constrained by two
major forces. Electoral constraints involve the need to win
periodic elections in a system with wide suffrage, by
retaining support from diverse social classes and groups.
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Economic constraints necessitate avoidance of policies
which may be damaging to economic performance and business
confidence. This constraint stems not solely from the power
of business as a pressure group. State actors rely on the
private economy for fiscal capacity, which is reduced if
economic downturn occurs; electoral fortunes are also
adversely affected by poor economic indicators, 1like
falling currency exchange, high interest rates and
widespread unemployment. This constraint necessitates a
basic respect for the rules of capitalism, and reduces the
freedom to pursue socialist policies.®

These twin constraints insure attention to the
interests and demands of both popular and central groups
as well as to public actors' own designs. A shifting
pattern of the strength of such influences may be
anticipated. No advance prediction can be made, and
empirical research is required to determine this balance
in any particular case. However, it seems likely that state
attention to business needs will be greater in normal times
and that any tendency to run counter to business desires
will be greater in crises, of war and depression, during
which electoral threats from popular groups may be greatest
and social unrest feared. As Hall argues, institutional
relationships are ever evolving, and are subject to
"radical change at critical conjunctures".® This thesis
that state autonomy from capitalist concerns is greatest in
times of crisis will be tested in the cases, and the
differing types of <crisis in parliamentary versus
presidential systems will be considered.

The organization of the state 1is important in
determining which  ideologies are influential in
policymaking. As Skocpol concludes, "These structures
powerfully shape and 1limit state intervention in the
economy and they determine the ways in which class
interests and conflicts get organized into (or out of)
politics in a given time and place".* Political
institutions refer to constitutional and conventional
arrangements for political representation and policy
development. While both the Canadian and American state

16



face similar societal constraints, political institutions
vary between the two countries and help explain many policy
variations. Of particular importance are executive-
legislative relations, federal division of powers with
states and provinces, judicial review and judicial policy-
making and electoral systems.

The thesis will examine the evolution of policy in
light of these factors. It examines policy development in
the case studies to compare the willingness of each nation
to employ interventionist or socialistic policy options.
Examination of the debates surrounding consideration of
proposed policy innovations will also permit assessment of
the nature of elite opinion among organized interest groups
in each society. 1In this fashion the thesis demonstrates
the similar ideological character of policy, and the
similar societal demands which helped shape that policy.
The analysis demonstrates the need to examine the role of
political and social institutions as sources of policy
variations.

f) Problems of Comparative Analysis .
Ideally, analysis should comprehensively cover all of

the factors outlined. This study will constitute only an
initial preliminary to this 1larger task. It has, of
necessity, been selective in choice of interest groups, of
cases, of data sources, of explanatory factors and of level
of government to analyse. However, it does provide some
useful new data to assess the arguments respecting
ideological variations in policy development. By assembling
data which accounts for differing class interests, and
which compares reactions to proposals as they were
introduced (not merely comparing policy after adoption),
this historical study can provide a basis for informed
interpretation of policy variations.

Several problems in comparative analysis must be
noted. First, in studies of contemporary policy, Canada and
the U.S. are treated as "most similar nations" because of
shared historical, economic and cultural conditions.
However, the policymaking environment was not identical,
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since the level of socio-economic dévelopment differed for
many of the decades considered in this analysis.® The date
at which Canada developed an industrial economy, and
concomitant class structure, is a matter of dispute: some
scholars date this development from the mid-1800s.%*
Nonetheless, the level of industrial development doubtless
lagged behind that of the United States, a leading
industrial power; agriculture and other primary activities
remained central to Canadian economic development for many
years. Therefore, caution must be exercised in interpreting
the data. In particular what may appear as greater Canadian
demand for state action may actually reflect the weaker
development of the economy and interest groups; at several
points in the thesis, it will be argued that Canadian
groups sought state protection due to their weaker position
in a marginal, developing economy. On the other hand, the
lag in development of income securlty and industrial
relations ©policies may have reflected the 1lesser
development of Canada's urban industrial base, which
resulted in delayed demand for policy innovation.¥

Second, it was also difficult to obtain comparable
historical data since access to centralized Canadian
archives proved easier than to the diffuse, scattered
American collections. Therefore, greater reliance was
placed on interest group publications, government documents
and secondary studies in some of the American cases. Also,
the data collected here mainly captures attitudes of elite
interests in the two countries and cannot be taken as
representative of the whole population; these interests may
have similar views of state action in many nations, given
their similar positions in a capitalist economy.

Finally, lesser attention was given to the attitudes
of policymakers. This decision reflects the needed
selectivity in such a massive undertaking. This study
cannot disprove the conventional wisdom about the
ideological variations between these nations and their
impact on policy. Only if more evidence of public sector
attitudes and policy development were presented could this
be accomplished. The thesis can only suggest the similarity
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of societal demand in two capitalist nations; the review of

policy developments also challenges the purported earlier

and greater Canadian experimentation with statist policy

devices. This thesis remains a preliminary exercise,

awaiting further study of public sector ideologies and

primary American sources.
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2 Ideologies and Interest Groups in North America

a) Formal Ideology: The Traditional Inheritance

In comparative analyses of political culture, American
political thought is often said to conform to the great
ideas of nineteenth century Lockean liberalism; individual
liberty and equality, private property rights, free
competition in the marketplace, a limited nightwatchman
state, and scientific progress. This liberal hegemony is
ascribed to a few basic sources; fragment cultures of
European immigrationu egalitarian frontier conditions?®
revolutionary rejection of state power and high social
mobility. American liberal ideals, a synthesis of thought
and circumstances, became enshrined as a national creed,
which prevented Americans from examining or accepting
rival ideologies.3liberalism’s influence on political life,
party system and public policy is considered pervasive by
writers of the consensus school of American political
science; notably it has removed the possibility for
development of viable socialist or social democratic
political parties or policies.*

Some scholars insist that Canada’s unique founding
experiences led to a more diversified political tradition.
Gad Horowitz and S.M. Lipset argue that the Loyalists
brought Tory5 "feudal survivals" into the nascent
Canadian political matrix®; subsequent immigration brought
non-liberal values which could not be assimilated.’ For
Edgar Friedenberg, the evolutionary road to independence
produced greater "deference" to government authority;8
confident of their authority, Canadian political elites
have tolerated greater ideological diversity than in the
U.S.° The harsh Canadian frontier necessitated greater
government direction and community cooperation in the
settlement process, reducing the individualistic impact of
the frontier.'” canadian liberalism hence coexisted with and
was modified by collectivist, interventionist values -
notably democratic socialism and "Red Toryism". By the time
the Canadian political culture "congealed", its

distinctiveness from the American liberal "monolith" was
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permanently established.!

Early social conditions in the two societies give some
credence to this portrayal of ideological distinctiveness.
The U.S. was "an almost perfect laboratory" for Locke’s
ideas with its boundless land, unlimited resources, a ready
challenge to the ingenuity, initiative and self-reliance of
individuals".' Even after industrialization undermined this
frontier egalitarianism, the "objective natural laws" of
liberalism was "an ideological chain protecting America as
it was with iron strength" and making "men who were equal
in liberty content with inequality in the distribution of
property".13 Early reform efforts seemed constrained by the
predominance of this laissez-faire orthodoxy, which made
even the most farsighted strive to avoid infringements on
"economic liberty" even in pursuit of individual justice.14

In Canada, social and economic conditions were more
conducive to an active state. Confederation, established
in defiance of economic forces, was itself an artificial
arrangement necessitating continuous state intervention.
From the outset, the Canadian state moved to protect
imperial preferences, establish tariff protection for local
manufacturers, and extend transport links to geographic
extremities to forestall American expansion. Canadians
resisted the dismantling of imperial preferences and
establishment of a liberal trading regime. Among English
Canadians, all things English were embraced as the mark of
distinction from the revolutionary, republicanism to the
south; the hierarchical British North American colonies,
with their political cliques and their mercantile elites,
did vary from the more egalitarian American frontier (if
not from the older Eastern states). French Canada
contributed to the social conservatism of the new nation,
with its church dominated, semi-feudal seigneurial agrarian
system. Both communities +thus contributed to the
perpetuation of a conservative political outlook which had
elsewhere succumbed to the forces of modernization.

However, the enduring impact of these formative
conditions must be questioned. While they confronted
different circumstances, the ideological influences on the

24



two societies were not entirely divergent. Kenneth MacRae
argues that the Loyalists were rejecting independence and
republicanism, but shared the Lockean ethos of the
revolutionaries. They simply preferred continued attachment
to the British crown, with many induced to come to Canada
by free land and government appointments, not by ideology.ﬁ
Retention of the monarchy, evolution to responsible
government, and anti-Americanism made minor modifications
to Canadian liberalism, producing less hostility to state
action.' But the levelling effects of frontier life were
also at work to undermine any attempt to recreate a
hierarchical class structure in the New World wilderness.

Rod Preece has gone further in suggesting that the
Anglo-Saxon conservative tradition has always . had
individualist, laissez-faire emphases, not organic
collectivism. British conservatives were adhering closely
to this 1limited notion of justifiable intervention in
accepting state responsibilities in social and economic
affairs. But British conservatives were no less vigorous
than the Americans in defence of individual 1liberty and
property rights against state power. Hence the American and
British influences on Canadian ideology have Dbeen
essentially similar; only minor variations, based on
political institutions, may be found between Canada’s
pragmatic Lockean conservatives and America’s dogmatic
ones." The so-called "Red Tory" tradition of
interventionism is hence a myth. Canadian conservatives
have been no 1less disposed to support individualism,
property rights and business conservatism than the American
right. Canadian policies of intervention via National
Policy tariffs and public corporations were essentially
liberal in intent, designed to foster a free-enterprise
economy. '

There seems considerable evidence in support of the
latter thesis. Any early differences in attitudes the role
of the state were always relative rather than absolute. The
Hamiltonians and Whigs of the United States provided an
alternative vision to unbridled individualism, seeing state
capital as an essential contributor to "material progress",
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through development of transportation and banking systems
and commercial protection.19 American state promotionalism
and protectionism was prominent by the end of the century;
any difference in the relative extent of Canadian economic
intervention seems attributable to the harsh geography and
climate, and the embryonic markets, not to any ideological
disposition. Moreover, in Canada, supporters of liberal
policy were increasingly influential as the economy
expanded and private capital grew more viable. As will be
demonstrated below, Canada’s industrial relations and
income security policy showed 1little evidence of an
interventionist tradition of "noblesse oblige"; Canada’s
voluntarist approach to such matters seemed closer to
American than European practice for many years. Despite
continuing distinctions in rhetoric, the policy record
reveals no early Canadian commitment to communitarianism or
interventionism. Indeed there was considerable similarity
in emphasis of the founding fathers in the two countries as
they sought to protect property rights against the possible
inroads of majoritarian democracy and of international
competition; the state was to be powerful enough to pursue
protection, but 1limited in its intrusion on private
capital.20

Important differences were evident in the organization
of state power which profoundly influenced the ideological
flavour of subsequent policy. The Loyalist exiles were
fleeing republicanism, not liberalism. They rejected the
" model of presidential politics and separation of powers so
carefully crafted by America’s founders. They displayed an
allegiance to the Crown and did not fear executive
authority as much as the American revolutionists. This
induced acceptance of the executive model of the British
parliamentary system, with its emerging cabinet and
bureaucratic ascendancy over the legislature. Confederation
was expressly undertaken to overcome the stalemate in the
Province of Canada with its legislative coalitions and weak
cabinets. It aimed not at limiting the executive, but at
making effective executive leadership more likely. This
entailed a differing organization of the state structure
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and of relations between the executive and legislative
branches of government; the Americans fragmented national
power while the Canadians centralized it. A different
procedural consensus hence emerged in the constitutions of
each country.

However, this did not involve a differing substantive
conception of the role of the state in economic and social
affairs. This 1is hardly surprising, given the common
inheritance of British ideas and philosophies in the two
countries. Canada was not isolated from the emergence of
liberalism as the dominant ideological trend in nineteenth
century British politics®'; while specific interest decried
the loss of preferences and protection, many Canadians
shared the preference for free markets and individual
rights. Attachment to an idealized British tradition did
not prevent adoption of British liberalizing innovations in
Canadian politics and public policy. While the creation of
a stronger executive power eventually paved the way for
interventions blocked in America’s fragmented congressional
politics, the Canadian ideological tradition did not
initially incorporate an appreciably different notion of
acceptable state action.

b) Social Evolution and Interest Groups

In addition, while the social structures of the mid-
1800s may have encouraged ideological difference, social
and economic transformation introduced changes in the
ideological dispositions in both countries. The 1liberal
consensus view sees the relative classlessness of American
society as obviating the ideological conflicts of Europe.
As Kenneth MacNaught argqgues, this is a "crucial
obfuscation".? The agrarian frontier rapidly gave way to
ordered commercialism and industrialism, which brought
American class relations quite close to European patterns.23
Social and economic inequality and hierarchical power
relations in commerce and industry created social classes
in North America receptive to reformist, non-liberal

24

ideas. Modernization induced increased similarities in

social and economic conditions in the two countries. A
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variety of responses and ideologies were developed, or
adapted from European precedents to meet modern problemns.
Ideological differences within nations became more
pronounced than ideological variations between them. A
survey of secondary studies on ideological evolution
reveals the similarity in group attitudes in the two
countries.

c) Popular Ideoloqy

Social movements advocating a strong role for the
state developed first in the United States. The large
population of small farmers reacted to their 1loss of
status, independence and income with the emergence of a
centralized commercial, transportation and banking systen_L.25
This populist movement proposed reforms including
regulation of railway rates, easier credit, ©price
stabilization, and government ownership of milling and
storage facilities - in short, an expansion in the scope
and nature of state activity.? while ultimately seeking the
defence of individuals adainst large corporationsn,
adoption of populist policies at the state level provided
a model for Canada's agrarian "socialism".®

29 30 of canadian

Both the organization® and policies
farmers organizations in Ontario and Western Canada
borrowed significantly from American models. The economic
regionalization of the Canadian economy ensured greater
durability of agrarian radicalism in this countrym;
differences in political institutions - notably the absence
of the primaries and of the presidential executive -
necessitated «creation of distinct farmer political
organizations, thereby enhancing the movements' political
visibility and durability. An anti-partisan approach and
the urbanization of society limited agrarian influence in
national politics”; in the Western agrarian provinces,
farmer groups were instrumental in creating new parties,
whose development was facilitated by the electoral and
parliamentary systems. But the Social Credit movement was

a force promoting individualism; despite its reputation as
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an agrarian socialist"® movement, the Saskatchewan CCF
retreated from radicalism and copied many policies of the
American farmer parties, although it did innovate in social
insurance in subsequent years.® ‘

American labour also experimented with non-liberal
alternatives; advocates of socialism, state ownership and

> American

social insurance emerged at an early date.?
socialists could draw upon the egalitarian ethos of the
American tradition to stir support against the new class
hierarchy. But socialists were hampered by the ethnic
fragmentation of the workforce, with radicals eventually
isolated in foreign language associations.*® The main voice
of American labour by the turn of the century, the American
Federation of Labor, under the 1leadership of ' Samuel
Gompers, adopted an anti-statist "voluntarism"; this
reflected bitter experience with anti-labour legislation

37

and litigation®, and Gompers’ personal feuds with socialist

38

rivals. But Gompers rhetoric resonated with libegal,

limited state mythology, as he promoted private collective
bargaining as the best route to labour’s goals. Gompers’
death and the inadequacy of voluntary solutions to the
vagaries of capitalism - particularly in the Great’
Depression - ensured evolution of American union ideas
towards interventionist alternatives.*® The growth of
industrial unions also helped radicalize union policy
prescriptionsw; the Congress of Industrial Organizations
was successful in promoting union political action, with
important consequences for depression era—politics."1

The Canadian labour movement which emerged by late
nineteenth century was inspired by both American and

2

British models.*? Diverse ideological preferences were

expressed by different labour organizations, as

international debates among reformers, radicals and

43

revolutionaries were replicated in Canada. A regional

division emerged between radical industrial unions,

concentrated in resource industries in the west, craft

4

unionism allied to the AFL in the industrial centre** and

45

anti-socialist catholic unions in OQuebec. The “western

unionists adopted a confrontational, political style,
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resulting in violent strikes before and after World War I,%

often met by state coercion.*’

Despite the maintenance of
national industrial unionism in the All Canadian Congress
of Labour®

the AFL affiliated Trades and Labour Congress ensured

, the ultimate hegemony of the craft unions of

moderation of union policy. Canadian unions were inspired
by British practice to support social insurance and
independent political action.*”’ Unions were instrumental in
creating and sustaining the social democratic CCF/NDP. But
the rank and file worker has often pragmatically opted for
the established parties, while the NDP itself has evolved
away from its socialist roots.’® While the electoral system
and political institutions permitted creation of this
farmer-labour vehicle, American unionists have more
astutely developed lobbying skills“, and have exerted
comparable political influence around a similar policy

agenda.52

d) Central Ideology

Despite the prominence of anti-statist rhetoric,
American businessmen always demonstrated an ambiguous
attitude towards state intervention in economic and social
life. Businessmen in the 1800s often extolled the virtues
of the limited state to limit government actions harmful to
entrepreneurial independence and corporate profitability -
to constrain government regulation of wages, child labour,
working conditions or hours. But business leaders were
"never reluctant to call in the political order to protect,
promote, and insulate their interests"?’; the American state
provided subsidies, land grants, tariffs and transportation
systems to generate expansion of the "free enterprise"
economy. Government was also encouraged to use restrictive
legislation, judicial sanction and police repression to
prevent the development of a powerful labour movement.

After the turn of the century, progressive business
leaders recognized the necessity for state social programs
and regulations to offset the worst abuses of capitalism.“
Organizations 1like the National Civic Federation urged
business to cooperate in creating voluntary solutions to
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offset the potential for socialist agitation. State action
was accepted to discipline irresponsible entrepreneurs.55
Cooperation with the state in World War I persuaded some
corporate moguls that the government could be a partner in
the efficient management of economy and society: "Properly
wed to economic interests, vigorous and expanding
government may be praiseworthy“.56 While the 1920s brought
a return to laissez-faire, and promotion of private
"welfare capitalism“w, the Great Depression reminded
business that government must provide "“intelligent
direction" to the capitalist order. While business were
divided and selective in supporting government expansion,
these central interests profited from the post-war

8 Business groups

emergence of the welfare-warfare state.
remain wary of extensive social spending while promoting
the vast government underwriting of the modern capitalist
system.59

Canadian business leaders shared a belief that
"government was the one institution in society which could
be relied on never to achieve anything of value".® In the
marginal conditions they confronted, Canadian businessmen
were "determined to use the force of government to make
themselves rich by policy"."‘I But while the demand for
government action was greater in Canada, its nature
differed 1little; land grants and subsidies to railways,
high tariffs and other promotional devices resembled
contemporary American policy.®® only public corporations in
railways, necessitated by the economic unviability of
private alternatives in Canada, distinguished the two
countries. In early twentieth century, business
successfully advocated new promotional policies such as
domestic mineral processing and nationalized electric
utilities to ensure domestic development. However, it
appears Canadian businessmen did not as quickly grasp the
new roles and activities which the state must perform to
sustain a modern economy and were hesitant to follow

6 Business demanded a

American progressive prescriptions.
reduction in government activity after 1914, as

conservative forces argued that the emergency provisions
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developed in the war were not desirable in peace; as many
businessmen learned, "regulation produced a great deal of
frustration".%

Eventually, as Thomas Traves notes, "long-term changes
in the structure of industrial capital in Canada created
new problems and fresh demands for state intervention in
the economy".65 Canadian business wanted government to
absorb the risks of resource development, compensate for
the debts of major industrial and transportation
enterprises, provide the necessary educational and research
facilities, rationalize product standards and develop
scientific tariffs. Business also saw government as a
device to offset damaging class conflict.% Rapid economic
expansion and continental integration induced increased
experimentation with American-style welfare capitalism.
While conservative voices were initially dominant, the
great depression caused more business leaders to accept
government involvement. Alvin Finkel argues that business
supported creation of the welfare state, only to be
thwarted by adverse court rulings.”'World War II augmented
the nexus of business and the state and made government an
accepted partner in a vital modern economy. Nonetheless,
free enterprise and the limited state still formed the
essential core of the Canadian business creed.®® The
Canadian Chamber of Commerce best expressed this view:
"only by allowing individual effort and initiative the
greatest possible freedom within the limits of the public
welfare, can we hope for the development of a fuller and
freer life for all Canadians."®’

In both countries, a variety of business organizations
emerged, based on different sectoral or regional divisions;
these varied considerably in their attitudes towards the
state per se, but expressed common concerns about the
expansion of the state’s presence in economy and society.
The National Association of Manufacturers made anti-union
and anti state propaganda its hallmark®; the increased
influence of large versus small manufacturers in the
organization barely moderated its positions.”' Organizations

with broader membership, such as the Chamber of Commerce of
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the United States and the National Industrial Conference
Board, sometimes displayed an outlook more tolerant of
state action. These and numerous other organizations have
emerged to resist strong government or to promote active
government consistent with business requirements.’
Because of the continental interpenetration of
business elites, Canadian business organizations were often

& Initially, Dbusiness

patterned on American models.
leadership in Canada was exercised by the Board of Trade in
various major cities, consisting of commercial concerns
favouring free trade. Manufacturers, later to develop in
this small economy,n eventually formed their own national
organizations, notably the Canadian Manufacturers’
Association, to protect the tariff” and to prevent trade
union infringement on the employer’s "inherent right to
control the policy of his business".” the Canadian Banker’s
Association did articulate a desire for freer commercial
trade;”” but there was no direct threat to domestic
financial and commercial interests from the tariff, and
other business sectors often let the manufacturers take the
lead in promoting protectionism.78 Canada copied the United
States in developing a Canadian Chamber of Commerce to
represent all business interests and organizations for
specific sectors. While these groups were often divided
over the extent of desired government intervention, they
were united in resisting any undue fiscal or regulatory
intervention which would restrict their freedom of action;
on the other hand, they recognized that a weak economy
necessitated both protection and state promotion to survive
next to the American economic colossus.”

In the case of health insurance, the medical
profession in each country became major protagonists. The
American Medical Association was formed in the mid-1800s to
enforce professional standards and monopoly. Comprised in
the main by general practitioners, it emphasized many of
their wvalues of individualism, professional self-
government, freedom of choice for doctors and patients and
high quality of professional care and training. The AMA

assumed elements of a political lobby group by the turn of
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the century, establishing machinery to scrutinize all
relevant congressional and state legislative activity; the
sophistication of the AMA effort improved over the years.
The principal emphasis involved preservation of
professional monopoly, independence and incomes in the face
of rapidly changing political and social circumstances.®
The Canadian Medical Association adopted its early
organizational and ideological characteristics from the
American model. It too desired preservation of professional
authority and autonomy, of free choice, quality of care and
education; it also favoured largely voluntary measures to
' The cMA did show greater

willingness to cooperate with government to establish

deal with medical care costs.®?

programs for the needy to supplement any private
arrangements, if these fell short of universal coverage.
Blishen emphasizes that this distinctive acknowledgement of
state responsibility may reflect the unique political
tradition in Canada, which was more tolerant of government
activity.82 However, this study will show that CMA views
approximated American voluntarism at times, and that any
ultimate difference in policy preference reflected the
political context of minority government and provincial
experimentation, which made a comprehensive national plan
seem a certainty. This, plus the 1limited inroads of
voluntary insurance plans in this smaller, less advanced
market, made state action of a limited sort tolerable, if
not welcome, to doctors.

e) Public Ideology _
Possessing similar interests and facing similar

demands from society, state elites in Canada and the United
States adopted a pragmatic mixture of reform liberal and
social democratic policies. The building of +the new
American economy involved considerable outlays of public
funds and lands, as well as the stimulus of tariffs,
immigration, and infrastructure development; those who
claim Canada has been exceptional in this regard are
ignoring the considerable evidence to the contrary. In
addition, the emergence of a complex industrial society
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stimulated the creation of an expanded national state
complete with a modern central administrative apparatus.83
The American progressive movement of early century prompted
an extension of the state into new fields still under
private auspices in Canada. Government regulation of wages,
hours and working conditions, prohibition on child labour,
safety regqulations, product quality standards, and
workmen’s compensation are examples of polices first
adopted in the United States. Progressives were divided in
their economic prescriptions: some, such as Theodore
Roosevelt, sought to tolerate and regulate 1large
corporations; others, 1like Woodrow Wilson, preferred
stronger anti-trust provisions to restore competition.84
However, the Progressives were united in affirming "the
necessity of active intervention in economic life by the
state" to "meet the power of business by expanding the
power of government".85

While business conservatives induced a retreat from
progressive state intervention in the 1920s,¥ this
retrenchment was an aberration; social and economic
evolution made an active state increasingly indispensable.
This was confirmed by the depression, although the initial

federal response was unimaginative.®

Eventually, the New
Deal sought cautiously to make "an individualistic
capitalistic society more stable, more egalitarian and more
humane".® The Roosevelt administration’s policies have been
praised by mainstream historians as enlightened, pragmatic
8 Radical

analysts have criticized the New Deal as an opportunistic

reform which "democratized" American capitalism.

program to confirm business dominance of the community'?0 by
reinforcing the capitalist economy91 through selective

% While these reforms did seek to

welfare concessions.
reinforce the capitalist economic order, and did not
indicate a move to socialist principles”, they did break
from the limited state conceptions of past practice. New
Deal policies led to the "greatest peacetime centralization
of federal authority that the country had ever known".%
American innovations in such fields as labour relations,

unemployment insurance and old age security went far beyond
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Canadian practice at the time.

The world leadership role of America since 1945
precluded any retreat to the limited federal authority of.
the past, with federal leaders accepting responsibility for-
military preparedness, economic stability, and social
harmony. In domestic policy, there have been periodic
oscillations in policy. The principle Democratic
initiatives - the Fair Deal of Truman, the New Frontier of
Kennedy and the Great Society of Johnson - have been
followed in turn by the retrenchment of Republicans -
Eisenhower, Nixon and Reagan. In economic affairs, the
American federal state has become the established partner
of private enterprise in its search for expansion. But in
those policies realms more relevant to less powerful social
segments - social welfare, civil rights -the appropriate/
role of government remains in contention. This has been
compounded by the separation of powers. While American
policy in social matters moved in the directions of the.
Europeans in some fields, conservative congressional forced-
have impeded implementation of such key reforms as health
insurance, and 1limited the 1liberalization of other
programs, despite Presidential endorsement. Hence, if the
laissez~faire reputation of American policy is not entirely
deserved, the strength of such sentiments must also not be
underestimated.

The Canadian state did assume an interventionist
approach to economic development in the nineteenth century.
The National Policy tariffs, alongside state development
and ownership of transportation infrastructure did play a
prominent role in the building of this new nation.® But the
Canadian state did not seem disposed to pursue a wider
range of intervention in social and economic affairs;
business promotionalism remained the primary focus of state
action until well into this century. Although the emergence
of industrial society and settlement of the west had begun
to generate new groups with different conceptions of the
state’s role, their politiéal influence remained marginal
and political leaders did not face serious pressures for

96

new policy directions.™ Potential class based electoral
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cleavages were effectively defused through the established
parties’ emphasis on linguistic, religious and regional
cleavages; election campaigns were dominated by issues such
as minority education, military conscription, and language
rights, which effectively masked class divisions.” As a
result, Canadian political debate and public policy lacked
the innovative, interventionist elements of European and
even American examples in the years before World War I.”
The concerns of progressive industrialists and urban
workers gained minimal attention.

By the early 1920s, progressive ideas appeared to gain
force in Canadian political life. Responding to agrariah
radicalism, labour unrest, and the demands of returning
soldiers, the Liberal party adopted a progressive platform
at its 1919 convention, based on the theories of its new
leader, William Lyon Mackenzie King”. Despite the strong
1'%, the

King government of these years did not 1live up to the
101

showing of agrarian radicals in the election of 192
leaders’ progressive creed; policy still reflected the
dominance of the mercantilist interests of central

Canada. %

The farmer members of parliament eventually
reunited with the Liberals and accepted their conventional
policies.103 Later in the decade, the small "Ginger Group"
of radical labour and farmer members of parliament did
manage to pressure the minority Liberal government into

1% But the success of

adopting an 0ld Age Pension programme.
other reform planks was limited. Canada entered the Great
Depression of the 1930s with a social policy which trailed
Europe and even the United States in provision for the
needs of the modern worker.

During this crisis, Canadian state intervention fell
even further behind the Americans in progressive content.
Canadian provincial and federal states retained preference
for traditional remedies, like local charity and relief, in
the face of an unprecedented need for assistance. Even the
desparation move to emulate the New Deal by R.B. Bennett
met with reversal in the Judicial Committee of the Privy
Council. The League for Social Reconstruction injected
European social democratic tendencies into political
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discourse during the depression decade.° Keynesian

alternatives to laissez-faire also received attention from

Canadian decisionmakers,'®

although the impact on policy
197 The Royal

Commission on Dominion Provincial Relations of 1938

was limited until after World Wwar 1II.

recommended a stronger federal role in social policy,
notably unemployment insurance. But the King government
remained cautious; only during the war, when social
stability became essential, and CCF gains threatened
Liberal tenure, did King finally expand the welfare state,
out of pragmatic political calculation, not ideological
conviction'®, cold war anti-socialism and provincial
resistance impeded expansion of Canadian welfare programs.

By the 1960s, the development of elaborate
bureaucracies in federal and provincial capitals created a
class of state decisionmakers who favoured expanded
government. Social transformation in Quebec produced new
demands for intervention, in place of longstanding anti-
statism. (This contrasted with persistant conservatism in
the American South, suggesting a possible social source of
recent policy divergence.) The CCF/NDP - whose creation
was facilitated by the parliamentary system - injected an

interventionist ethos, via provincial experimentationw9,

and national coalition politics.110

Such pressures and the
flexibility afforded to governments in the parliameﬁtary
system permitted Canadian decisionmakers to adopt measures
-notably health insurance- previously proposed in the
United States, but foiled by the byzantine complexity of
Congressional politics.

Thus, any interventionist bias in Canadian public
ideology is a recent development, and not a reflection of
an enduring ideological tradition. Moreover, Canada does
not seem entirely distinct as compared to other liberal
democracies, in which the growth of government at varying
rates was a universal phenomenon until the 1970s. The NDP’s
transition from protest movement to pragmatic political
party has limited its distinctive contribution to political
debate.'" The influence of 1labour and liberals in the
American Democratic party seems of comparable importance.
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Recent retrenchment in Canada, with privatization of major
government companies, and cut backs in social programs,
indicates that similar overall pressures are evident in
these two countries; reforms engendered by popular pressure

inevitably run into objections as their fiscal and

regulatory burden takes its toll on central interests.'?
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IT INCOME SECURITY CASE STUDIES

3 Early Income Security Policies

a) Early British Influences
Income security policy covers a variety of programmes

designed to protect individuals against contingencies which
undermine their earning potential or their income. These
include old age, illness, medical care bills, work-place
injury, and unemployment. Income security policy may take
several forms, from private charity and local relief, to
public assistance (paid for from general tax revenues) and
social insurance (financed by recipients' contributions).
Such policies are often cited as examples of Canada's
traditional support for a broad role for the state in
social affairs. Canada is said to have developed more
generous programmes than the Americans to assist the aged,
needy, sick and unemployed, and to have been closer to the
Europeans in the evolution of policy in this sphere.
However, an examination of early income security policies
casts doubt on whether traditional precepts underlie policy
differences. For initial American and Canadian approaches
reveal considerable similarities. Until well into this
century, both Canada and the United States maintained a
policy of voluntarism, emphasizing individual and family
responsibility and private charity and minimizing state
action.

Both countries drew inspiration from a British
inheritance which combined the state paternalism of the
Elizabethan poor laws with the 1liberal re-emphasis on
individual self-reliance of the industrial revolution.'
These "poor laws acknowledged - through compulsory taxation
- a public responsibility to the destitute".? This system
provided public assistance for the deserving poor, through
institutional care for the aged infirm and disabled, and
so-called "outdoor" care for the able-bodied, who were
assigned such rudimentary labour tasks as the community
deemed appropriate. Care was entrusted to local
authorities, and the criteria for assistance varied

47



considerably from place to place. Although the relief
system became harsher, with the expansion and
depersonalization of society, some state assistance was
hence a part of American as well as Canadian tradition in
this field. But both countries also were influenced by the
poor law reform of 1834, which sought to reduce the
economic burden on municipalities and to decrease the
disincentive to work; by ensuring that the employable could
receive only institutional care in work houses, or minimal,
subsistence outdoor relief, the cheap labour needed by
modern industry was preserved.3

b) Early American Policy
The example of the poor law and the Puritan stress on

community solidarity introduced an element of public
responsibility into American welfare policy. H.S. Tishler
argues: "for all the harshness and continuity of our
approach to welfare in the preceding 200 years, self-
reliance had neither ... absolute nor fixed meaning"”.
Certain kinds of public assistance were considered
consistent with a stress on self-reliance. In addition:

in responding to poverty with its traditional
weapons of charity, however inadequate and
inappropriate they may have been, American
society tempered its individualism with the
belief that the community had an obligation to
care for those who could not care for themselves.
Public relief, though believed to be fraught with
dangers to the spirit of self-reliance was
nonetheless justified on the grounds that helping
the weak was nobler than letting them starve on
the altar of individual responsibility, or that
an act of altruism, while temporarily doing
violence to self-reliance, A might ultimately
create a stronger individual.*

Nonetheless, like the British, Americans also espoused
a liberal ethos of self-reliance which militated against
development of generous state-sponsored welfare programmes.
The prevailing assessment of poverty, preached endlessly
"from the press, politicians and the pulpit [held] that
wealth was the product of individual initiative, hard work
and thrift, and that poverty, except as a temporary
incentive, was the hell to which moral and mental
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defectives were consigned".5 Social Darwinism eventually
reinforced the belief that the deserving and enterprising
succeeded and the undeserving and indolent failed; with
this mixture of "scientific" and religious sanction for
voluntarism, the prospects for community or political
acceptance of extensive public welfare were limited.

As a result, the "fabric of social welfare in the pre-
Great Depression years was private voluntary care,
supplemented by 1local public relief and guided by a
philosophy of self-reliance. ... Both the amount, type,
conditions of eligibility and the highly decentralized
nature of relief ... revealed a limited and cautious
acceptance of government in a realm of activity mostly
noted for voluntarism".® while the emergence of social work
as a profession revealed the humanitarian ethos existing
in society, this was manifested in private channels and did
not entail a desire for state action. "The humanitarianism
which has been an important element in our American
traditions stopped short with an individualistic approach
to the problem of poverty" and was "little concerned with
the possibility of dealing with insecurity in a more
comprehensive manner".’”

American practice was also influenced by Britain's
poor law reforms of the early 19th century. Amendments to
relief programmes ensured that outdoor relief was set at a
level far lower than any available wages. Outdoor relief
was virtually abolished, and the destitute required to
accept the degradation and déprivations of the poorhouse
to qualify for any assistance in most communities. Low
wages plus the stigma of institutionalized care would
~ensure that no able-bodied person was encouraged to seek
the dole instead of gainful employment. The assumption that
work was available for any man who looked was exaggerated
in American thinking by the boundless opportunity

apparently available to all in this expanding new nation.?

c) Early Canadian Policy

Canadian law was no less affected by this laissez-
faire approach. Indeed Canadian welfare programmes, like

49



the Americans', lagged far behind European developments up
to the end of World War I.” The lower level of economic
development in this country was partly responsible for
inattention to social concerns'’; the demand for welfare
programmes was lower than in more advanced urban,
industrial societies. Family, neighbours, and church were
considered the appropriate sources of assistance for the
impoverished.12 However, as studies of this period
demonstrate, there was widespread urban poverty in Canada
by the late 19th century, extensive enough to necessitate

new policies.®

Ideology and frontier opportunity
discouraged policy innovation. As Grauer observed:

The optimistic faith of a new country with vast
natural resources in its future plus the stimulus
of individualistic thought from the United States
tended to keep political and business thought in
Canada away from social insurance.

Fear that generous public assistance would reduce thrift
and initiative among workers was deeply ingrained in

Canada.15

Hockin suggests that a rather "reactionary"
variant of individualism, emphasizing family solidarity and
responsibility for welfare provision retarded growth of
welfare services:

It was essentially the experience of individuals,
together with the support of their family,
prevailing against the harsh natural environment
of Canada. A conviction about the value of this
way of 1life, and the 1later arrival of the
industrial revolution, may have helped sustain a
belief in this type of self-reliant
individualism.™

The political ascendance of farmers limited expansion of
the state role in social services and welfare provision
until after the great depression.17 Bryden notes how a
"market ethos", based on possessive individualism,
inhibited creation of welfare, pension or social insurance
programmes for many decades in Canada.'®

The primary emphasis of policy makers was on the
expansion of the economy and the creation of opportunity
for all. In Armitage's words:

The pages of Canadian government statements on
social policy are filled with obeisance to the
goal of economic growth, and with exhortations
to the values of economic self-reliance and
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independence. These deeply-held values have the
effect of placing social welfare in the position
of being a secondary aim ... 9

As in the United States, the availability of land, and of
work opportunities in the expanding frontier reinforced the
belief that anyone found destitute in the cities was simply
unwilling to search for employment opportunities: the
"destitute were considered to be more in need of moral
exhortation and uplift than material assistance".?

Humane considerations, and the potential for violence
from the destitute necessitated some provision for their
material needs. Canada also seized upon the available
British examples. The Maritime provinces of Nova Scotia and
New Brunswick followed the British poor-law precedent of
municipal, institutional care; given the small populations,
paupers were often assigned to private concerns as cheap
labour, or even sold to the highest bidder to work in farms
or in the fishery. Ontario relied on private charity, with
the jails available to hold chronic paupers; Quebec
followed Catholic practice and assigned care of the
destitute to Church-sponsored charities aided by small
government grants.21

But there was no great paternalistic concern reflected
in Canadian policies; rather, the relief system was
designed to serve liberal economic purposes. The increased
burden of poor relief prompted efforts to minimize the
economic drain of high municipal taxes and the
demoralization of readily available relief; municipal
assistance was altered to feature unattractive
institutional conditions, to dissuade all but the truly
helpless and incapable from avoiding gainful employment.22
Struthers notes the Canadian acceptance of this principle
of "less eligibility" -the tendency to make the content and
renumeration of poor house labour less attractive than
alternative 1low-paid unskilled work, to dissuade
professional paupers from selecting public assistance over
work possibilities. In Struther's words, "“As in other
market societies, during the nineteenth and twentieth
centuries, Canadian attitudes towards the unemployed [and
impoverished] were overwhelmingly conditioned by the
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cultural imperatives of enforcing a work ethic".? The "goal
of such assistance, whether public or private, was to
promote individual self-reliance by keeping relief
discretionary, minimal, and degrading".?® Applications for
charity were viewed as evidence of thriftlessness and
failure despite the fact that the harsh winter climate
forced many out of work. Individuals were expected to save
enough during summer employment to carry them through the

winter layoff, however minimal their summer salaries.

d) Early Interest Group Attitudes
Canadian-American differences 1in interest group

reactions to public income security measures were evident
in early century. American 1labour voluntarism affected
union attitudes towards social security policy until the
great depression. Unionists bristled at the paternalistic
character of charitable organizations; they sought to
replace charity with wages of sufficient size, to permit
workers to save for their future and for unforeseen
contingencies 1like illness, injury, and unemployment. In
the more extreme formulations:

all charity was to be eliminated. It was pictured
as a self-defeating palliative artificially
supporting a faulty social structure, obviating
the necessity of the employer to pay a 1living
wage and indulging him in all the tendencies
toward social ... irresponsibility.?®

Some union leaders accepted the prevailing logic about
the detrimental impact of the dole on individual

character.26

AFL commentary consistently stressed the
benefits of individual self help as against any state
provision.z7 But union leaders were also concerned lest
charity reduce the eagerness of workers to support union
efforts to secure a better deal via increased organization
and bargaining str:erlgth.28 If wages could be increased
sufficiently through private collective bargaining, the
state role would be redundant, and undesirable foreign
schemes of compulsory government insurance would be
unnecessary.29 Unions would also avoid dependence on
gpvernment plans, which could be used as a weapon to reduce

union activity.30
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Canadian unionists, did not espouse this antipathy to
state-sponsored welfare. Their rank and file and leadership
elements were often drawn from British 1labourites,
supportive of the emerging welfare ideology of democratic
socialism. From an earlier date, they expressed a
willingness to support a range of welfare schemes.
Particularly when the British and other Commonwealth
countries adopted social insurance and pension programmes
after 1900, Canadian union activists had models upon which
to base their demands. However, the union movement was much
weaker and politically less significant in Canada, making
its continued advocacy of state welfare less relevant to
public policy.31 And the difference with the United States
was not absolute. American 1labour voluntarism was not
consistently a barrier to labour support for all programmes
of public assistance. Thus, unionists were involved in the
demand for workmen's compensation laws, which emerged in
most parts of the United States before being developed in
Canada.3?

American Dbusiness demonstrated an ideological
resistance to public income security policies before 1914.
Corporate leaders slowly acknowledged the moral
untenability and political danger of economic insecurity
in the capitalist system, made more acute by business
cycles and technological change. However, business desired
voluntary and private solutions to these difficulties.
Encouraged by business progressives in such organizations
as the National Civic Federation, business leaders began to
introduce industrial pensions on a plant by plant basis to
provide protection against unemployment, disability,
sickness and old age to long serving employees as a reward
for loyal service. State pension plans of any description
would undermine the desirable moral values of work
incentive and thrift.

Private schemes to encourage workers to save or to buy
insurance were considered more desirable and "more
American". An insurance company officer declared to a
National Civic Federation meeting in 1908: "A system which
teaches these people how to protect themselves against this
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menace, [old age dependency] is more in harmony with the
genius of our institutions, than a system which coerces
them into action or a system which finally places the
burden of their support and care upon general society“.“
The alien social insurance proposals were rejected as "un-
American and socialistic and unmistakably earmarked as the
entering wedge of communist propaganda".“

But Canadian businessmen were no more supportive of
government action in social welfare. As Wallace observes,
Canadian business exhibited a double standard. They
clamoured for state assistance through tariffs, subsidies,
transportation development, immigration, and other measures
to promote expansion of the emerging economy. But they
appeared as vocal exponents of laissez-faire in condemning
state intervention to meet social welfare needs; government
action in income security would be resisted by business for

many decades.”®

Poverty among the working population was
attributed to individual failings: workers were often
"undisciplined, 1lazy, and inclined to dissipate their
energy and wages, It was flaws in the character of
workingmen - unwillingness to work or save or educate
themselves - which held them back, not any failure of the
system." Based on this "individualistic notion of self-
help", business leaders believed a "sufficient prescription
for the worker's welfare was for him to be industrious,
honest and thrifty... L n36

Canadian businessmen often held more conservative
attitudes than the American business progressives of early
century; they denied employer or public responsibility for
workers' welfare and treated workplace relations as almost
a feudal affair between master and servant. By the turn of
the century, some Canadian firms began to create private
company pension and benefit plans, to cement the good will
of their employees and to forestall any demands for state
action to set wages, regulate working conditions or provide

welfare.¥

But these plans did not spread as widely
throughout industry as in the United States. In general,
corporate leaders did not regard welfare provisions as

essential. Economic growth, unfettered by state
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intervention or union demands, was held as the most
satisfactory means to produce worker well-being: Canada's
economic dynamism in early century made any consideration

of social reform seem entirely unnecessary.38

e) American Innovation and Canadian Policy

Canadian business resistance helped delay social
policy developments for many decades. Evidence suggests an
earlier development of the American welfare system by early
twentieth century. America acted before Canada to provide

public pensions for army veterans®, despite strong

criticism of the programmew, and reports of abuse.*!
Departing from their alleged patermalistic ethos, many
Canadians included the soldiers' pension scheme as one
example of the moral inferiority and corrupt character of
the American popular democracy: "In a list of democratic
excesses, the “pension evil' would rank with Tammany Hall
and elected judges“."2 Canadian commentators often aligned
themselves with the most reactionary American critics of
pensions; ideological tradition did not apparently alter
Canadian attitudes towards government action in relief of
the aged or poor. Evidence from studies conducted at the
time and since suggest the Canadian system of provision for
the destitute and aged was no more humane and generous than

the American system.43

The desperate condition of workers
in new industries and in working class communities has been
well documented.** Examples of appalling conditions in
municipal poor houses and other institutions abound.
Canadians eventually took their cue from the Americans
in many areas, patterning social work and child welfare
organizations after American models.®” The successful
movement for provincial mothers' allowances, had studied
and copied from American models.* canadian provinces copied
the Americans practice respecting work-related accidents,
holding workers responsible for having assumed known risks
or sharing responsibility via "contributory negligence".
Quebec did act before most American jurisdictions to create
a workmen's compensation system to provide payments to
those disabled and unable to work. But outside this
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province, businessmen refused to pay for insurance to cover
worker's "carelessness"; provinces such as Ontario did not
act until after the movement made legislative gains in
various states south of the border. Canadian plans
eventually copied American precedents of public insurance,
to reduce employers' liability for legal redress via civil
actions.*’ while canada eventually went further in extending
the welfare state into such fields as health insurance, the
following cases confirm that the United States often set
precedents later copied, extended or modified in Canada.
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4 Emergence of 0l1d Age Pensions in America

a) Emergence of the 0l1d Age Pension Issue

Industrialization and urbanization, and the growth in
numbers of aged citizens, gradually increased interest in
the plight of the indigent elderly in America. As
industrial mechanization and specialization made it
increasingly difficult for aged workers to retain
employment, and as families ceased to be a reliable source
of support, more people and organizations advocated some
systematic way of ensuring adequate income for senior
citizens. Disparity had emerged between those privileged
few - veterans, government employees, and those in good
private pensions schemes - and the majority of the
impoverished elderly. Private corporate pension schemes
emerged after the turn of the century, and spread to
include many large concerns, such as major railways, food
processing and manufacturing companies. However, the number
of employees covered by such schemes remained small.' The
vast majority remained without adequate means of support in
old age, and often were forced to seek shelter in community
poorhouses, with minimal care and appalling conditions,
alongside mental defectives, the infirm, and disreputable
paupers. '

Stimulated by overseas debate and legislation, state
governments began to appoint commissions to investigate the
conditions of the elderly and consider alternative means of
providing for their needs. Massachusetts proceeded first,
but its commission recommended against any form of state-
run compulsory pension system: "The idea itself is
essentially distasteful to Americans ... in view of the
prejudice against compulsion."? But the untenability of
individual savings and familial support caused more
organizations to challenge the dogma of individual
responsibility. Collective, systematized solutions gained
acceptance. Debate increasingly focussed on whether
compulsion under government auspices was preferable to
private voluntary collective schemes, managed by employers,
unions or charitable societies. And controversy also
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remained over contributory versus non-contributory schemes,

and the impact on individual thrift and self reliance.?

b) Evolution of Union Attitudes

American unionists initially disapproved of public
pensions as part of their overall voluntarist critique of
state-sponsored social security. At the convention of 1902,
the Resolutions Committee rejected a fairly conservative
proposal for old age pensions of $12 per month restricted
to US citizens of 21 years residence earning under $1000
per year. The advocates had suggested that pensions should
be awarded to workers, as the creators of economic
"values", since it was impossible under the current system
for workers to accumulate sufficient savings and property
to sustain themselves in their declining years. Pensions
were seen as consistent with "the prime objective of the
trade union movement to improve and elevate the standard of
living of the working class everywhere and in every way
possible".4

However, the voluntarists prevailed, asserting that
workers should not have to bear the cost of pensions via
taxes. John Lennon, leading the attack, declared: " Working
people do not want charity from the government - they want
justice ....‘[in the form of] less government by the people

and more government by the unions. "’

Union rejection of
public pensions reflected more than a reflex ideological
preference for voluntarist solutions; it also reflected the
self-interest of union organizers. Private union-sponsored
pension plans, promoted with increased vigour by the first
world war, were an important device for attracting and
retaining members; this was of no small concern to a union
movement accustomed to drastic decreases in membership
during depression years.® Compulsory state pension schemes
would undermine this desirable device and would require
ceding of union authority at the expense of increased state
power.’

Union leaders believed increased wages would allow
workers sufficent savings to permit self sufficiency in old

age. They demanded increased bargaining power to achieve
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this objective, and feared higher pensions would dull the
crusade. Their position was easy to sell to workers who
could see little logic in trading the tangible sacrifice of
increased taxes in the present for uncertain future
pensions benefits.®

When increased incomes failed to offset o0ld age
destitution, AFL conventions grew increasingly divided on
this issue9.Many AFL leaders now realized "that the
development of industrial conditions, in their ever-
increasing concentration, weakens the efforts of the
workers to remain self-reliant".'® AFL conventions endorsed
federal old age pension in principle; in particular,
pensions for federal government employées were advocated.'
Although maintaining his overall hostility to state social
insurance, Gompers seemed to make an exception in 1916 for
workmen's compensation and old age pensions.12

However, the vigour with which Gompers and the
leadership acted on the convention resolutions has been
questioned; and the support for pension legislation was not
consistently maintained.™ From 1921 onward, stalling
tactics, such as executive council investigations and
references to constitutional uncertainty, were employed to
avoid a definitive commitment.' charges circulated that,
despite the public acceptance of the principle, AFL leaders
acted covertly to oppose any move toward public pensions,
in concert with employer interests like the National Civic
Federation.'

In 1929, a full-fledged effort to devise draft
legislation for consideration by the states ended this
prolonged procrastinationf6 As state labour federations
had done previously'’, the AFL finally acknowledged that
a living wage sufficient to permit saving for old age was
not attainable in the foreseeable future.' As Edward
McGrady, American Federation of Labor Legislative
Representative declared:

the American Federation of Labor asks the
Congress of the United States, the People's
Parliament, to enact legislation giving to our
superannuated working men and women an adequate
pension so that these people, who by their toil
and skill helped to make this the most prosperous
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nation that the world has ever dreamed of, may be
relieved of the dread of poverty degradation, of
dependency, of hunger, and of taking that heart-
breaking, soul-searing march over the hill to the
poorhouse.

The AFL condemned management discrimination against the
aged, in its search for technological sophistication and
increased worker productivity, which made use of younger
workers more advantageous. The AFL declared: "This cynical
waste and repudiation of obligations on the part of
business, shifts the responsibility to the community.
Society cannot leave men and women to starve",?

All voluntary approaches were now considered flawed.
Low wages, private insurance and pension contributions,
accidents, sickness and other demands on worker income made
saving for old age an impossibility; family care was
"unfeasible" and institutional care "inadequate".?' company
pensions contributed to the redundancy of the aged since
many employers were reluctant to carry the high premiums
required for older workers. These plans were also
criticized for binding workers to a single firm and
requiring faithful service (including repudiation of
strikes) for workers to qualify, thereby acting as a device
to control workers to the detriment of union organization."’2
Many cases were reported of workers being dismissed by
employers 3just before they qualified for pensions to
preclude necessity to pay them.® Since employer pensions
were not a reliable source of support, and union plans were
not economically viable, the AFL now claimed that only
pensions provided by government were capable of providing
adequately for old age.

In a clear departure from earlier AFL concern
respecting thrift, the federation also advocated non-
contributory pensions, funded by progressive income taxes .
It was considered "much cheaper, simpler and safer to take
the money necessary to care for the old directly out of the
national income by an income tax" than to build up a fund
from employer, worker and state contributions; proponents
of an actuarially sound fund merely sought to make public
pensions ineffective through a spurious emulation of
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private sector methods.? Initially, for 1largely
constitutional reasons, the AFL suggested the states should
be left to determine if they chose to participate in the

pension scheme.?

Inadequacy of 1local and state fiscal
resources made it imperative that the federal government
provide funding”: Existing state pensions were increasingly
criticized, principally for their discrimination between
the extravagant pensions for the well-paid state employee
and the "pittance" offered to poor or ordinary workers.
The AFL aim thus became a uniform national system,
introduced by federal funding incentives to the states or
direct federal action, to provide equal treatment for all
persons irrespective of prior income. Such a scheme would
be more democratic, more conducive to labour mobility and

simpler to administer?®.

c) Business Community Resistance
Most business leaders consistently opposed state old

age pensions from the earliest proposals. Arguments centred
principally on the defence of thrift and initiative, which
would be undermined by state pensions. Particularly odious
were non-contributory pensions, based on public taxation,
supplying support as a right; this approach was seen as the
most detrimental to the values of thrift essential to
economic prosperity.29 An NAM spokesman is representative:

"Public old age pensions, in common with other

forms of paternalistic social insurance, health

unemployment, etc. tend to impair those

individual virtues of initiative, thrift,

forethought and self-reliance upon which any

lasting public prosperity and social well-being

must rely. Why save if the state will provide for

us from the public treasury?"30

America was considered exceptional as compared to
European nations: pensions overseas were required because
of the "inequality of opportunity abroad which
theoretically differentiates our social structure from that
of Europe“.31 Although a stable income for the aged was
desirable, a National Association of Manufacturers report
of 1917 suggested that it was "a fundamental American

principle that every one in the United States has an
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opportunity" to provide for their retirement; "It is fair
to state ... that every able-bodied man who is reasonably
intelligent and industrious should, through his own efforts
on reaching the age of sixty-five, have this provision
available", perhaps with supplements from his children.*
Americans should not copy foreign models but should "reject
such paternalistic 1legislation with its resultant
bureaucratic control of individual 1life".® Instead,
Americans should 1look to voluntary institutions, 1like
private industrial pensions, individual savings and
insurance, and group plans to cover any post-retirement

needs.34

Insurance company executives praised private
insurance as an institution based on American values, which
contributed to economic growth through the accumulation of
funds for private investment; these benefits would be lost
if state pensions were adopted, since these "would
undermine the thrift function at every period of life" %
Business at times suggested the problem of old age
dependency was exaggerated by pension advocates. Thus a
National Civic Federation report stated that the clamour
for old age pensions was based on sentiment, not on fact;
scientific information was needed to counter "political
propaganda ... [and] extravagant exaggerations about the
prevalence of poverty among the aged".36 The study claimed
"a much better financial condition among aged persons than
has been realized generally", with some relying on
relatives, but most having sufficient savings, earnings or
property "to provide for themselves at 1least for some
years".y'Criticism of the poorhouse, a venerable American
institution, was also considered exaggerated, since
improvements in administration could solve most major
problems; it was misleading to suggest pensions could ever
displace institutional care, since a sizeable proportion of
the aged - enfeebled, incompetent and dependent - would
always need supervision and care.*® public pensions were no
less degrading than the poorhouse”; but they could worsen
the problem by providing "a subsidy or reward for
shiftlessness and incompetence"."0 Even business 1leaders

willing to support state health and accident insurance
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rejected pensions as "less valuable socially" since, unlike
these programmes, they did not contribute to 1labour
productivity.“

However, at times the problem was acknowledged, but
welcomed as a desirable incentive.

At stake was the future of the nation and race.
The fearsome prospect of old age dependency was
the “most powerful incentive which makes for
character and growth in a democracy.'Abolish it
for the ‘“vast majority of the thrifty and
industrious members of society!' and an
irreparable blow would be struck against the
‘root of national life and character'. Progress
was synonymous with struggle, but the national
‘capacity for suffering, self-sacrifice, and
self-denial' was already on the decline, and
pensions would hasten the deterioration.*

Given "the importance of preserving the best quality of
citizenship for the United States", pensions were rejected
and employers encouraged to "assist and inspire ...
employes [sic] with the importance and necessity of ways
and means for making provision for the contingencies of

life - including old age."

Demoralization and high cost
could be avoided by improving private instruments for care
of the aged, such as employee savings plans, stock
ownership, life insurance, profit-sharing, and contributory
private pensions.“

Businessmen were also concerned lest pensions be used
as a first step leading to a comprehensive, expensive and
socially demoralizing social insurance system.%’ Leaders of
the pension movement, like Abraham Epstein were cited to
indicate the sweeping ambitions of pension advocates, who
hoped to use pensions laws "as an entering wedge to secure
adoption of other 1legislation which ... could not be
secured by a frontal effort".* Noel Sargent of the NAM
warned: "A complete public social insurance system is
socially unwise because it 1lessens reliance of the
individual on his own efforts. It is economically unwise
because the costs steadily mount; industrial efficiency is
impaired and the competitive ability of nations is
seriously affected".*’” The development of such a system
would involve a drastic alteration in the economic and

social system: "instead of providing protection of
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opportunity, [our 1laws] would provide protection for

opportunity plus assurance of realization".® The spectre

of subversion and communism were raised at times; the NAM
viewed all social insurance proposals as "seemingly
coordinated in a sweeping programme designed to 1lead

eventually to complete socialization."*
"complete social insurance or services must eventually lead

Furthermore,

to rigid government control of all industry" since national
insurance required an "ordered industrialism".>

Behind the rhetoric, the basic complaint remained -
fear that the high costs of pensions would fall upon
American business. The National Industrial Conference Board
pointed out that the "cost of supporting those [aged] who
do not produce anything and who do not render any useful
service must fall upon the producers, because national
income 1is the result of productive effort".” The NAM
complained that "industry, which pays a large proportion of
the taxes in the country, 1is being constantly and
unnecessarily restricted by social and 1legislative
encroachments that make it increasingly difficult to do
business".’? In the case of old age pensions, the burden
would fall upon the young and productive, both workers and
managers, who would see their purchasing power drained off
to the improvident at the expense of overall economic

activity.53

Despite efforts to devise an actuarially sound
pension fund to preclude future drain upon public revenues,
business feared the inevitable pressures to liberalize
beneficiary qualifications and increase pension stipends
would eventually create a massive expenditure and economic
drain. The experience of England“ and Europe were cited to
support this position.”‘

Not all business organizations consistently rejected
any form of public pension. The Chamber of Commerce of the
United States felt that public pensions, "when properly
safeguarded by rigid eligibility requirements and
restricted to the relief of the indigent, serve a valid
social purpose and are not detrimental to the interests of
American business"*® or to thrift.>’ The Chamber saw the need

for a better system which "reduces the degradation of the
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poorhouse, and permits unfortunate aged citizens to
maintain their self-respect at a decent 1level of
subsistence".%® Since o0ld age dependence was beyond
individual remedy”, and private pensions were inadequatew,
modest programmes of compulsory public pensions were
acceptable61 if they were not prohibitively expensive,
could coexist with established industrial plans, and were
left to the option of the states.® Retailers were more
supportive of federal action, seeing the problem as
national in scope.63

But most business concerns continued to advocate
strictly voluntafy solutions, preferably some form of
industrial pension under employer control. The National
Civic Federation conducted a crusade for employer

pensions“

, or annuities, financed out of the wages of the
work force and not the profits of industr:y."‘5 The NCF
suggested that such plans be made contractual and
actuarially sound; but they still believed employers should
control pensions, which should be given as a reward for
meritorious and continuous service.® Even those willing to
provide guaranteed pensions for all employees, still
insisted that private plans, tailored to the needs of

7

individual firms, were more desirable.® Industry itself

could cope with any problem of old age indigence;

% and economic
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businessmen had both the moral conviction
incentive® to introduce effective pension programmes.

d) Depression Era Pension Debates

Predictably, reactions to the Roosevelt
administration's proposed Social Security Act in the mid
1930s reflected these established positions. Business
continued to resist the establishment of a comprehensive
federal programme, and sought to minimize their tax burdens
in the event a programme was established. The Farrell-
Birmingham Company attacked the act for its dictatorial
interference in capital markets and investment, its
inevitably inefficient administration, and its threat to
economic well-being, which would eventually produce "social
insecurity"".
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Business was particularly concerned about the method
of financing the plan; instead of a compulsory savings plan
for workers, based on premiums charged only to employees,
the act envisioned a payroll tax, paid by employers, based
on the size of their workforce. The added cost was seen as
a crippling burden to industry at a time when revenues were
needed for reinvestment and recoveryn. Business warned of
the "distortion in price and wage relationships, and hence
the interference with industrial production, arising from
the inevitably higher labour costs compelled by the payroll
tax"’. Winthrop A. Aldrich, of the Chase Bank, warned that
the "nature and incidence of the payroll tax ... may so
disrupt or dislocate the processes of production that,
instead of taking from A to help B, it will directly or
indirectly hurt both A and B and help no one"’*. Even the
business sympathizers were sceptical of the taxing
provisionsn, and urged cautious design of a system which
would not prove economically unsound.’™

Many business leaders were resigned to the eventual
enactment of the o0ld age security provisions, given the
political climate of the times; particularly after the
election of 1934 returned a liberal Congress, the Chamber
of Commerce of the United States demonstrated a willingness
to cooperate with the administration”’. But the Chamber
advocated independent state o0ld age assistance and
annuities, with federal grants-in aid, limited tax
burdens, shared by employers and employees, exemption of
needy agricultural and domestic workers, and other measures
to limit the economic burden of the programmen. Aldrich of
the Chase National Bank, insisted that the plan should
provide assistance only to the needy agedn. There was also
a desire to safeguard existing company pensions, which had
built up invested reserves and generated good will for
managementmﬁ exemptions from social security contributions
were advocated for companies with sound private pensions.81
The insurance industry was willing to support the social
security law if it complemented private plans and did not
displace then®. But the cost and disruptive effect of the
federal social security plan remained a consistent concern,
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even for those more favourably disposed.83

Labour leaders were at once detached and divided in
their attitude to the o0ld age assistance plan. Organized
labour was most interested in unemployment insurance, and
took little role in development of the o0ld age security

provisions®. Eventually the AFL leadership indicated its

support to key congressmenﬁ. Commentary in 1labour
publications demonstrated support for the comprehensive
national scheme of o0ld age pensions incorporated in the
Social Security Act; AFL spokespersons called on the
Congress not only to pass the act, but to employ its powers
to reorganize the numbers on the Supreme Court, if

86

necessary, to prevent judicial interference™. Voluntarists

influence still lingered in the AFL, making support for the
programme partial and lukewarm®. Labour leaders recognized
that doubts persisted, but called upon supporters of old
age security to rally around the administration®.
Pressure for federal action was great in the desperate
years of the depression. Many in the public supported
radical proposals for generous, non-contributory, non-means
tested pensions, with generous benefits. The so-called
Townsend plan was particularly appealing, as a measure to
stimulate consumption by requiring that pensions of $200
per month be spent immediately. The high cost of this plan
was disturbing to business and political 1leaders, who
feared its success could undermine the free economy by
bringing a high percentage of the national income into
social security. But while the impracticability of the plan
prevented adoption, the popular support for it, and the
high expectations aroused, reduced opposition to old age
pensions in the administration and the business community.89
The pressure on conservatives to accept some form of social
security for the aged was intensified by more radical
proposals for the redistribution of wealth, which received
consideration in Congress, and increasing popular support.”0
Bipartisan support, union endorsement and progressive
business conversion ensured passage of the old age pension
legislation. Pensions were carefully designed to provide
consumer stimulus, to remove of the aged from the depressed
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job market, and to reduce the burden of family support
while avoiding undue burden on the private economy.91

e) The Social Security Act, 1935

The Presidents' Committee on Economic Security
reported in favour of a two-part programme to provide
comprehensive coverage to the aged”. 0ld age assistance
was to be available to those in need, over age sixty-five,
on a means tested basis, to be paid out of general tax
revenues. The federal government would provide matching
grants to states which established means-tested assistance
meeting federal requirements. 0ld age insurance was to be
available to all as a right upon reaching age sixty-five,
paid for out of a fund accumulated from employee and
employer contributions, via a payroll tax.” The
administration, fiscally conservative in this depression
era, insisted upon this regressive financing, to ensure the

% The American

programme would not become a fiscal drain.
programme hence exceeded the comprehensiveness of the
Canadian pensions of 1927, albeit funded by regressive
payroll taxes. Despite pressure from more radical elements,
and opponents of social insurance, Congress opted for the
administration's middle path, and adopted the programme in
1935”, with some minor amendments.%

The act did not fully satisfy the major lobby groups.
The split between industrial and trade unionists erupted
into the open shortly after the adoption of the measure.
The new Congress of Industrial Organizations adopted a more
radical position, and rejected the 1levy of a tax on
employees' wages as part of the financing arrangement. The
CIO advocated unification of the contributory old age
security and non-contributory old age assistance for the
needy, into a single programme, financed by progressive
taxation on wealth and incomes. Pensions could then act as
a tool to correct the existing "mal-distribution of
income", a goal far different from the administration

7. Union positions merged during the war, after the

plan9
enrolment of mass membership radicalized the AFL, and anti-

communist pressures and wartime patriotism deradicalized
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the CIO. Ironically, positions were somewhat reversed, with
the CIO somewhat wary that large federal social security
benefits would undermine union ability to win pension
benefits for members through collective bargainind”; the
AFL, which had traditionally shared this concern, abandoned
it since its affiliates, less able to win concessions in
bargaining, relied more on federal pension assistance than
the ¢I0.% But the unified union central after 1955 acted in
concert with elements within the social security
administration to advance proposals for a more
comprehensive and generous social security system. Even
radical elements such as the UAW came to accept the
contributory social insurance system and abandon preference
for universal, non-contributory pensions.'®

Business leaders continued to express reservations
about the high costs of the programme and its disincentive
effects. The size of the accumulated social security fund
was criticized for removing capital from the control of
private investors; payment of pensions from current
revenues could allow more adequate evaluation of needs and
avoid over accumulation of resources in the hands of the
state. The tax on payrolls was also economically
disastrous, since it allegedly induced price increases,
wage decreases and increased unemployment, as employers
sought to pass on the costs or avoid payment. A pension
plan, paid out of general revenues and limited to cases of

% private insurance

need could help reduce these burdens.
companies also rejected the programme as "economically
preposterous and legally indefensible" . %

Despite such reservations, many corporate 1leaders
accepted the existence of the programme, and did not
consider its repeal a viable alternative, especially after
the Republican Alf Landon's overwhelming defeat on this
platform in the 1936 Presidential election. After the
Supreme Court validation of the Social Security Act in
1937, the legitimacy of the state's role in'this field was
no longer contested. Addition of dependants and survivors
benefits in 1939 also met little business opposition. This

absence of intransigence, and retreat from voluntarist
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alternatives indicated that business associations did not
find the programme threatening to their interests once it
was 1in operation. One perceived advantage of public
pensions was the dampening effect these had on union
demands for more dgenerous private pensions through

collective bargaining.103

However, the expansion of the
social security system, in both the scale of benefits and
the scope of coverage, was generally resisted.

Nonetheless, as pension opponents had predicted,
political pressures inevitably led to increased generosity
in the American social security system. Business critics
were not able to forestall an increase in benefit levels
nor to prevent erosion of its insurance character. In the
early years, the old age assistance plan covered far more
pensioners than the insurance portion, since few had
accumulated the necessary contributions until the 1950s. As
more became eligible for old age insurance, the Congress
retreated from the actuarial basis of the original plan,
providing subsidies from general revenues to supplement the
fund. This helped to offset the regressive financing of the
social security programme. At the same time, benefit levels
were boosted above original predictions. This pattern of
expansion was to continue for almost 40 years: "The
convergence of a dgrowing economy and a still-maturing
program allowed for an almost painless procession of rising
benefits that only later would take on a sorcerer's
apprentice image of uncontrollability".m4 The departure
from insurance principles increasingly threatened the
solvency of the social security fund, and ultimately the
survival of the programme. Nonetheless, this practice of
conceding to political demand would continue unabated
through the economic boom years of the 1960s. It would only
be the fiscal crisis of the 1970s and the Reagan New Right
agenda of the 1980s which would slow the expansion of the
American social security system.
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5 Canadian 01d Age Pensions

a) Early Canadian Voluntarism

By the end of the nineteenth century, changing
economic and social circumstances also forced Canadians to
reconsider the financial plight of senior citizens.! The
municipal systems of provision often condemned the aged to
a place in a poorhouse alongside the infirm or mentally
ill; where such Elizabethan institutions were not
developed, the indigent poor were often consigned to the

2 As such injustices became more widespread, it

jailhouse.
was acknowledged that many deserving individuals could not
make enough to provide for their future after retirement,
and that government should take responsibility for their

3 While canadians did not approach the Europeans in

needs.
attachment to state solutions, "there was apparent a
growing disinclination to limit the sphere of government to
its traditional functions"; "the government should
intervene to prevent men and women from dying of hunger in
the street whether or not the destitution were their own
fault".*

Federal and ©provincial decisionmakers received
increasing pressure from segments of the public to adopt
new approaches. Prominent among the proponents were major
trade unions, which did not follow American voluntarism and
accepted the necessity for public pensions. Union
conventions from the late 1890s onward urged a national
pension programme modelled after European practice. Despite
this mounting concern, verified by government
investigations of the abject conditions of the indigent

> Governnment

elderly, procrastination was the practice.
officials denied the problem, or insisted there was no
widespread demand for action. The ideology of the time
suggested that individual frugality and thrift were the
6 Thus, the Royal

Commission on the Relations of Labour and Capital,

routes to avoidance of the poorhouse.

reporting in 1889, urged the government to facilitate the

prospects for individual savings to prevent destitution and

7

dependency in old age.’ Pensions were regarded only as
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rewards for faithful service, to be dispensed solely on the
whim of private employers.®

In addition, politicians feared the adverse views
which potential foreign investors and immigrants would
develop if Canada, through the adoption of a pension
system, admitted poverty was a widespread problem. The
federal government initially pursued an approach which was:
consistent with the individualistic ideology. Habits of
thrift were encouraged by the development of government and
post-office savings banks, to act as the repository for
individual savings. Despite the presence of high profile
labourites in the Liberal caucus, government leaders
continued to resist a public pension, which would reward
the improvident at the expense of the frugal. In 1907, the
Liberal regime of Wilfrid Laurier introduced a system of
government annuities, to be so0ld to the public for a
minimal outlay, and extended on the basis of irregqular
payments. The individual would thereby be encouraged to put
more of his money into savings for the future, and the
thrifty would receive larger payments upon retirement than
the spendthrift.’

Trade unionists quickly condemned the plan as
inadequate, since many workers could not afford to buy
annuities. Spurred on by the adoption of pension schemes in
Britain, Germany, Australia and New Zealand, unions
advocated a government programme, financed from general
revenues or from sale of crown land.'’ The Trades and Labour
Congress of Canada noted that, since government gave
generous incentives and grants to industry, "it should not
be difficult to find the necessary funds to take care of
the soldiers of toil who, after a 1lifetime of good
citizenship, find themselves helpless in old age".11 A good
pension system was essential to draw skilled workers from
Britain and those European countries which had adopted such
plans. Union pressure was heightened as federal and
provincial governments developed more generous pension
schemes to aid their own employees and railway workers. The
inequity of excluding organized and unorganized workers in
private industry from such plans added to the appeal of
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comprehensive pensions.

Nonetheless, politicians continued to express concerns
about the social impact of such a programme, citing the
potential deterioration of thrift and savings. Government
spokesmen made much of the difficulties of separating the
deserving from the undeserving aged, of distinguishing
which indigents had at least attempted to provide for
themselves, and which had merely accepted state relief
after a wasteful life. "Reward for service" as a principle
made this possible since each employer could independently
assess the merits of a claimant; hence the state should
provide retirement pensions only for public sector
employees, as was the existing practice. In debates in the
House of Commons, this voluntarist approach was justified
by appeals to the vast opportunity available to Canadians
in a wealthy, expanding young economy. "There is enough for
all, and none need suffer except for want of effort"
remained the appealing creed. "

Pensions were raised repeatedly in the House of
Commons in the years prior to World War I. A Parliamentary
commission collected submissions from numerous labour,
business, charitable and municipal organizations; a high
degree of public support for pensions was uncovered.
Nonetheless, encouraged by business opposition,“ the
proposal was ignored by the government of the day. The high
cost of a national programme would potentially exact a
heavy price on the young economy. Governments concentrated
their attention on improving economic performance, and
increasing the size of the Canadian economy. Growth and
prosperity would enable increasing numbers of workmen to
provide for their own future, through savings or annuities,
public and private.

While the war enhanced the federal government's
authority and financial resources, it also distracted
politicians from the pension issue; the reconstruction
emphasis on return to private initiative and federal fiscal
frugality also inhibited serious consideration of such a
costly innovative programme. Despite recommendations in
favour of old age pensions from both the Royal Commission
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on Industrial Relations and the Industrial Conference of
September, 1919, the Conservative government of Robert
Borden accepted the employers' position in favour of
government retrenchment and balanced budgets.15 And,
notwithstanding the commitment at the 1919 Liberal
leadership convention, the Liberal government of Mackenzie
King in the early 1920s also allowed the prosperous times
to deflect it from consideration of pensions.

b) The Emergence of 014 Age Pensions, 1927
Led by 1labour and progressive members, Canada's

Parliament made several inconclusive investigations of
pensions after World War I. Finally, a Special Committee of
the House was established to consider aﬁ old age pensions
system for Canada. In its 1924 report, the Committee
recommended a system of pensions for the needy over age 70,
who were British subjects with a long history of residence
in Canada. Pensions of $20 per month were to be available,
but were reduced if pensioners received other income.
Pensions were to be financed on a cost-shared basis with
the federal government to pay 50% of the costs, and the
provinces the other 50%. Cooperation with the provinces was
considered desirable, since constitutional jurisdiction for
old age pensions was undetermined.'® The King administration
hesitated, citing constitutional wuncertainty; it was
induced to act when a pension system was demanded as the
price of support by the labourite "Ginger Group", which
held the balance of power in Parliament in 1925. On the
advice of the Department of Justice, Mackenzie King offered
federal assistance to any province which voluntarily set up
its own pension system conforming to federal standards.
Labour welcomed the initiatives in Parliament, but
applied pressure for more generous terms. The Parliamentary
Committee was criticized for treating pensions as a matter
of "business" rather than of "brotherhood". The Toronto
District Labour Council advocated a scheme of universally
available pensions at a rate of $30 per month; individuals
should not have to wait until they are "on the brink of
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starvation" to qualify for'pensions." The Trades and Labour
Congress of Canada argued that "[m]odern industry is
willing only to use the most efficient workers and this
makes it difficult for thousands of aged workers to earn
sufficient to keep them in the necessities of life. Neglect
and indifference on the part of the Government of Canada to
fulfil its duties to this <class of citizens is
inexcusable".' The TLC criticized the disqualification for
individuals with high savings as discriminatory and
unacceptable.w A national pension system, fully funded by
Oottawa, was also preferred®, to avoid variations in
provincial standards of pensions and ensure Y“equality of
treatment".?' while welcoming the introduction of a
precedent for state social security,22 and expressing
support for the government's programme as a first stepa,
the TLC continued to press for amendments to make the plan

% and generous.25 The TLC was quick to

more comprehensive
condemn the failure by the Senate to pass the o0ld age
pension bill once approved by parliament; the TLC went so
far as to advocate curtailment of the authority of this
appointed body, to ensure the triumph of the people's
will.?,

Private pensions were not seen as an alternative
because they discouraged hiring of older workers,
restricted labour mobility, and served as a tool of
employer coercion.? Only a few unions, notably the Railway
Brotherhoods, supported retention of private company
pensions® which should be improved to act as a complement

% But their success must be

to any government pension plan.
made available to the community at large; the railwaymen
declared "the desirability and the crying need of an old
age pension system for all Canada".* The Senate was
denounced as an "obstruction to social justice".31
Business leaders resisted the move to state provision

for social security. The Monetary Times argued that while

"progress is being made in the struggle of the people to
break the increasing hold the government has been taking in
their private affairs, the idea that it is a function of
government to interfere on behalf of the economically weak
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persists". Such policies inevitably meant that productive
elements of society must be expected to support
unproductive groups, an approach which would threaten the
economic foundation of society, and the spirit of

independence of the citizens.®

0ld age pensions on a
national scale were resisted as a dole”, although
provincial schemes not conforming to rigid federal

34 Concerns

standards were considered less objectionable.
were raised over the costs of a non-contributory system,
which was viewed as potentially a significant economic
drain. The Canadian Manufacturers' Association took a
prominent role in rejecting pensions, citing foreign
experience with such programmes, which allegedly created
massively inflated tax burdens, and resultant economic
drain; any initial cost estimates could be dismissed as
"inevitably much lower than what is proved in the event".®
Business resistance to increased expenditures, and its
demands for lower taxes and balanced budgets may have been
important in inducing government caution and delay.:"6
Despite these objections, political developments
eventually dictated adoption of public pensions.? After
defeat of the bill in the Senate, and an election
precipitated by the constitutional crisis of 1926, the
pension issue remained at the top of the political agenda;
the new majority government of Mackenzie King was committed

38 canadians

to the reintroduction and passage of the plan.
only slowly reaped the benefits, as some provinces took
another half decade to subscribe. After the Conservatives
altered their position, and actually increased the federal
contribution to 75% in the 1930s, reluctant premiers and
the fiscally weak provinces were able to participate, and
the means-tested, non-contributory model came into effect.

Business response to pensions remained critical. The
Canadian Manufacturers' Association convention of 1929
argued that Canada was going against trends in adopting a
non-contributory system, which could only put "a premium on
thriftlessness and fraud". A contributory pension programme
would be both less costly and less of a drain on the moral

39

strength of workers. The present system was repeatedly
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condemned for its disastrous economic impact, and pressure
for reform remained constant in subsequent years."0 The CMA
remained in the forefront, at one point even suggesting an

amendment to require close relatives to support senior

41

citizens to save money.” In a more constructive vein, the

CMA advocated a conversion to a universal contributory
system; this would reduce the tax burden, and remove

barriers to thrift created by the existing 1limits on

additional savings and earnings."z

In contrast, labour spokesmen suggested the programme

% and demanded a lower
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was insufficiently generous,
eligibility age, and a larger monthly payment.”™ Claiming
that workers wore out at an early age in a modern economy,
various union locals called upon the government to adopt a
more generous programme."5 The plan was also criticized for
its provision for government takeover of deeds to
pensioners' homes upon their death as a means of recouping
the cost of the pensions, which was an infringement on the

rights of descendants.*

Farmers' organizations joined in
the demands.*’ Oothers were concerned to improve portability
of pensions among the provinces, to assist mobility of
labour.*® Municipalities concerned about their growing
relief roles joined in demands for a lowering in age for
pension eligibility to reduce their liability.“

Despite serious concerns, the largest union central,
the Trades and Labour Congress of Canada supported the new
programme. Unionists took an active role in encouraging all
the provinces to participate in the pension scheme, no easy
accomplishment in the depression years which followed.
Unionists used the argument that, since national taxes were
used to pay the federal portion of the programme, unionists
in non-participating provinces were being asked to pay for

a service they could not receive.

c) Reforms and Debates in the 1950s

The 1927 act remained on the statute books for the
next 24 years. It received increasing criticism on a number
of fronts. Reform groups and labour organizations attacked



the programme for its small benefits, high eligibility age,
and degrading means test.’”’ Inconsistencies between
provincial programmes and the long residency requirements
were also condemned by 1labour as inequitable, and
restrictive of labour mobility. Labour was particularly
keen to 1lower the pensionable age during the great
depression, to increase job opportunities for younger
workers.>? Business groups continued their criticism of the
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high cost and economic disincentives of the plan.” Press

commentary urged changes to make the programme more

>4 It was not

adequate in the expensive post-war economy.
until serious post-war inflation in the late 1940s that the
federal government considered major alterations to the
pension programme. An increase in the benefit size to $40
per month in 1947 was followed by comprehensive
reassessment of the programme by a special parliamentary
committee in the early 1950s.>
Business organizations resisted expansion of
"government guaranteed security", which limited individual
freedom, and reduced personal responsibility.56 c.C.
Thackray, President of Dominion Rubber Company argued:
People need protection against old age, unemployment
and disability ... but this protection should come
first of all from the thrift of the individual, from
his own efforts and self-reliance. Government benefits
should come last and should be held down to a minimum.
When the government takes the lead in developing human

aid a nation's_walk down the road to socialism turns
into a gallop.57

Stockholders' organizations argued that high taxes on
owners and investors, Canadian and foreign, would
inevitably prove costly to the economy; the electorate
should not be duped into "a piecemeal institution of
socialism [which] ... 1is exactly what would happen if
pensions were paid to “have-nots' by money taken from
“haves'".’® The Chamber of Commerce held to traditional
conceptions of individual thrift and responsibility as the
route to economic growth, upon which all security must
ultimately rest. "So-called social security provided by the
state, ... grows by what it feeds on and destroys the
incentives which lead to a real social security“.” The
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Chamber warned of a need "to guard against building an
edifice of fixed expenditures which, if dark days should
come upon us, our economy could not possibly carry".60 There
was considerable concern, lest any increase in benefit
levels, reduction in the age limit, or elimination of the
means test® should make an already expensive programme
prohibitively burdensome.%

In its brief to the Parliamentary Committee, the
Chamber of Commerce accepted the political inevitability of
a broadening of the pension system , and concentrated on
securing the 1least economically and morally damaging
alternative. Warning, in this cold war period, that
generous social programmes might prove incompatible with
adequate military security, the Chamber called for a
pension limited to $30 per month, payable to long-term
residents over age 70, and advocated elimination of the

means test to avoid disincentives®; the public pension was

considered only a bare minimum to prevent destitution.%
Financing by universal contributions was also suggested, to
spread the burden as widely as possible, and to discourage
increased benefits, by making more people feel the cost of
such generosity. "This should provide an automatic check on
demands for increased social welfare beyond the willingness
and capacity of the citizen to pay“.65

The life insurance industry shared most of the Chamber
of Commerce positions, calling for limited benefits, strict
eligibility requirements, and contributory financing.
Careful design of the programme was crucial to avoid
disincentives and economic drain. In particular, the
pension should be a bare minimum which would not discourage
continued productive effort by the aged:

During the past half century there has been a
substantial increase in longevity and a marked
improvement in the general level of health, and
in most occupations working conditions have
become 1less onerous and hours of work much
shorter. The result is that people should now be
able to continue some form of employment longer
than was previously the case.

Benefits should be paid on a flat rate basis to all, and
not linked to previous earnings, to keep down the cost of
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both benefits and record-keeping. Contributions should also
not be progressive with increasing income, but should be on
a flat rate or set percentage of income, to avoid impinging
on private savings, pension contributions or insurance
premiums. A pay-as-you-go system out of current
contributions was preferred to an actuarial fund, as the
latter would require costly administration; contributions
should only be charged to individuals, the future
recipients of pensions, and should not be 1levied on
employers.67 ,

Albeit grudgingly“, manufacturers saw the benefits of
a pension programme financed by worker contributions as a
less costly, and more responsible system.69 The CMA
acknowledged the inadequacy of private pensions, and no
doubt welcomed the reduced pension burden on industry after
the establishment of a government pension programme. Public
pensions were lauded for lessening inflation, since they
"reduce[d] the danger of “pie-in-the-sky' demands by
unions".” since demands for protection would inevitably
increase, the Association preferred a move away from the
current costly non-contributory systen, with its
disincentives from the means tests. The CMA argued that
"considerations of coverage, equity, the avoidance of
costly and discriminatory relief or charity payments and
the protection of the economy of our country and the aged
in our population, all argue for the inauguration of an
over-all, contributory old age pension plan on a reasonably
adequate basis".”' The CMA also favoured a graded benefit
scheme, to ensure larger pensions to those whose efforts
had reaped larger incomes in the working years; this was
considered an additional incentive to effort by workers.’?
The CMA still urged retention high age and residency
requirements, and cautioned that the programme must be
self-financing to avoid undue tax burdens.”

The labour movement had become more fragmented by
1950, and this prompted a more diverse range of positions
towards pension reform. The Quebec-based Confederation des
Travailleurs Catholique maintained its concerns respecting

Quebec's autonomy in social policy matters.’® However, this
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union strongly supported a more adequate system of
pensions: "The worker, who has, for the advantage of his
community, devoted all of his life to the practice of a
trade or a profession is entitled to demand that the
community look after his subsistence when he has reached
retirement age".75 The CTCC argued that government should
first encourage expansion of private pension programmes,
while providing a complementary public pension as a
"minimum under which one could not decently go"; the CTCC
also called for a lower age of eligibility, to relieve
pressures on the job market.”® Elimination of the
"humiliating" means test and provision of more generous
benefits were also advocated as well within the means of a

rich and expanding country 1like Canada.”’

But any new
programme should conform to the "excellent ... present
system of concurrent 1legislation based on federal-
provincial co-operation" to avoid erosion of Quebec's
social policy jurisdiction.78 The Union cCatholique des
Cultivateurs recommended increased benefits, reduced
qualifying age, cost of living adjustments, a more flexible
means test, and voluntary annuities beyond the basic
pension; it likewise maintained the Quebec preference that
"the provinces remain the administrators of the programme,
each one attempting in its own jurisdiction to adapt it to
the mentality and the economic and social conditions of its
environment".”

The Trades and Labour Congress of Canada, impatient at

the lack of government action®

, resisted the contributory
principle for many years, favouring a more generous state-
sponsored programme for the needy. However, by the 1950s
the TLC had accepted the contributory, all-inclusive model,
as part of a comprehensive social security package®'. The
Congress was concerned lest the inability of many to
receive government pensions would induce greater reliance

on private pension plans82

which promoted inequities and
gaps in coverage (such as for seasonal workers) 1labour
market immobility, and employer preference for younger

83

workers. The TLC plan- would include a universally

available contributory pension from age 65 without means
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test, with generous benefits and relaxed residency
requirements.® contributions should be progressive, levied
on incomes. Federal financing and administration were also
advocated, to ensure a uniform national standard, and
elimination of provincial residency requirements to
facilitate mobility.” The pension plan should be integrated
into a comprehensive social security package, to ensure
that "a thriving country, capable of providing a high
standard of 1living for its population, shall at no time
number among its citizens persons who, through no fault of
their own, find themselves without financial means to
purchase their own food, clothing, shelter, and a share of
the good things of life".® Generous public pensions were
also considered prudent, since communism, the principal
enemy of democracy, thrived on the discontent of the
impoverished.a7

The Canadian Congress of Labour, composed of
industrial unions, adopted a more radical position. Current
provisions for the aged were soundly condemned as
inadequate: "[i]t might be far more humane to club our aged
to death ... than to condemn them to the barren existence
of miserable back rooms, shabby clothing, bad food, and
indifferent care".® Noting the more generous pension
systems of many Western nations, including the United
States, the Congress called for a basic non-contributory
pension, paid for by the federal government, available to
all over age 65 as a matter of right, at a rate of $50 per
month. This should be supplemented by a contributory
pension plan for those able to accumulate sufficient
contributions, with graduated premiums and benefits. For
those too o0ld or otherwise unable to accumulate pension
rights, an additional old age assistance programme should
pay extra benefits from federal funds. Pensions should be
increased yearly to match rising living costs, with a 2%
productivity bonus. These elaborate policies could be
financed by increased corporate taxes and progressive
income tax.® such revisions would prevent the Canadian
pension plan from remaining "a modern equivalent of the old
poor laws".” In addition, the means test should be
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abolished so that pensioners could receive additional
benefits from industrial pensions obtained via collective
bargaining.91 A simpler call for generous, non-contributory
pensions, payable at age 60, was advanced by the United
Electrical, Radio, and Machine Workers of America. High
pensions would act as an economic stimulus to promote full-
employment, and could be financed by reduced military
spending.”

The Committee ultimately recommended a two-tier
programme, with contributory pensions (old age security)
available to all over the age of 70, at a rate of $40 per
month, administered federally, and a supplementary means-
tested, non-contributory old age assistance plan available
to individuals between 65-69 years of age, administered by
the provinces on a cost-shared basis. With the appropriate
constitutional amendment, and the passage of two
complementary bills, this political compromise package was

implemented in 1951.%

Naturally the protagonists were not
entirely satisfied, and appeals for revisions were
forthcoming%. However, there was sufficient cause for
satisfaction with the programme, at least as a first step™;
the new policy improved on the position of the aged%, while
redressing business concerns about the high costs of the
current plan.W'Nonetheless, despite Liberal expression of
strong support of state responsibility for welfare

provision98

, the programme fell short of America's OASDI in
its scope, age limits and generosity. Only in 1958 did
Canada extend federal cost sharing to disability benefits,

for example."9

d) Reforms and Debates in the 1960s

It was not until the mid-1960s that Canada
rationalized and upgraded its pension system into a fully
contributory plan, available to all over age 65.
Conservative and reform pressures again pushed in similar
directions. Business and bureaucrats joined together in
their desire to end the flat-rate benefit and contribution
system, which, it was claimed, would escalate costs and
detract from incentive. On the other hand, those interested
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in improving benefit levels also believed contributory
pensions would facilitate a more generous system which
avoided the uncertainties and rigidities of private
pensions. British and Swedish models of contributory
pensions, with contributions and benefits based on
earnings, served as the model for both reform factions.'®

Business retained its cautious approach, demanding a
programme designed to minimize interference in the
' Both the Chamber of Commerce and the Life

Insurance industry favoured government encouragement of

economy.10

private pensions and insurance schemes, and resisted
expansion of public pensions beyond the minimum floor
previously established.'” Actuaries feared the costs of the
programme, and felt private plans were both more efficient
and less expensive, while providing new capital for private
investment. They resorted to traditional rhetoric in
condemning Canadians' "excessive dependence on governmental
support and ... expectation of income totally unrelated to
the contribution the individual himself has made".'® The
Chamber of Commerce feared the size of the proposed fund,

t,w‘ and

which would drain capital from private investmen
expand "the growth of government at the expense of private
development".105 Higher tax burdens to pay for the plan
would also hurt the international competitiveness of

canadian business'®; only a limited, flat rate benefit

107

could avoid this cost escalation. But other business

organizations accepted the overall desirability of the new
plan, despite specific criticisms.'®

Unions were more enthusiastic about the potential for
expansion of benefits to include such contingencies as
disability and survivors needs, and provide full
portability and wage related benefits, long features of
U.S. pension policy. Unions were concerned to ensure that
contributions and benefits worked in progressive fashion,
to provide the minimum income necessary to support a
healthy and decent retirement, including adjustments linked
to the <cost of 1living. Ultimately the government
initiatives of the 1960s were considered worthy of

support.w9 Indeed, unions mounted a strong campaign in
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favour of contributory pensions, to counter Chamber and
insurance industry attacks. '

Hesitant in the face of business pressures, the
minority Liberal government of Lester Pearson was forced
into action in 1965 by the New Democratic Party, its social
democratic partner in the House. Inducement also came from
the well-developed Quebec plan, which that province
threatened to enact unilaterally. These diverse pressures,
and byzantine negotiations with the provinces, notably
Quebec, produced a compromise policy, which introduced a
contributory, portable, earnings-related pension on top of
the universal, flat rate pension. By 1970, pension benefits
under both schemes were gradually made available, without
means test, to all over age 65. Accumulation of a pension
reserve fund, available to provinces for investment in
securities, was part of an effort to control costs, and
ensure self-financing. Under pressure from Quebec, Ottawa
eventually accepted survivor, death and disability
provisions, bringing the Canadian programme closer to US

" Thus, the American legislative accomplishment

practice.
of the 1930s was finally emulated in this country, ending
several decades in which Canadian pensioners received far
less extensive assistance. By the 1970s, beneficiaries
received somewhat similar payments in the two countries,
with the Americans still spending more per capita, if using
less progressive contribution and benefit scales. Fear of
constitutional complications had caused the Canadian plan
to evolve in several stages, as against the comprehensive

American initiative of the 1930s.'"?
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