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SOCIAL INSURANCE DIFINED

“What ? Compulsory insurance ? Com-
pulsory insurance system in this free demo-

cratic country? What an absurd thing!”

This comment was made by a member
of National Assembly in a meeting held in
1977 after he had reviewed the activitiesof

several domestic associations.

It is true that the word “compulsory” is
apt to arouse the hostility of ordinary
people against it. It is also true that social
insurance plans are characterized by an ele-
ment of compulsion. Are compulsory things

always detestable, then ?

This brochure provides some background
material on the nature and objective of
social insurance in general and describes the
leading specific programs, especially fire

insurance field.

First of all, we have to formulate a de-
finition of social insurance. The Commiss-
ion on Insurance Terminology of the United
States of America has defined social insur-

ance as follows :

A device for the pooling of risks by

their transfer to an organization, usually
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governmental, that is required by law to
provide pecuniary or service benefits toon
behalf of covered persons upon the occurr-
ence of certain predesignated losses under
all of the following conditions ; 1. Cover-
age is compulsory by law in virtually all in-
stances ; 2. Eilgibility for benefits is
derived, in fact or in effect, from contri-
butions having been made to the program

by or in respect of the claimant or the
person as to whomthe claimant is a depen-
dent ; there is no requirement that the in-
dividual demonstrate inadequate financial
resources, although a dependency status may
need to be established ; 3. The method for de-
termining the benefits is prescribed by law;
4. The benefits for any individual are not
usually directly related to contributions made
by or in respect of him (or her) but instead
usually redistribute income so as to favor
certain groups; 5. There is a definite plan
for financing the benefits that is designed to

be adequate in terms of long-range considera-
tions; 6. The cost is borne primarily by con-
tributions which are usually made by covered
7. The

plan is administered or at least supervised by

persons, their employers, or both
the government ; 8 The plan is not establi-
shed by the government solely for its present

or former employees.

Thus, social insurance has a basic purpose
of providing protection against risks that tend
to be beyond the control of the individual or
a group of individuals organized by a private
insurance company. In order to study the essen-
ce of social insurance system in details, we
have to Jearn about the basic differences bet-
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ween this system and privately sponsored in-

surance system. We would discuss this matt-

er later.
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