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BACEGROUND OF SOCIAL INSURANCE

Social insurance plans tend to be intro-
duced when a social problem exists that
requires governmental action for solution
and where the insurance method is deem-
ed most appropriate as a solution. A soc-
jal problem is a condition or set of cir-
cumstances that society as a whole finds
undesirable, and for which the solution is
generally beyond the control of the indi-

vidual. Examples are the problems of

crime ., poverty, unemployment , mental dis-

ease, ill health, dependency of children
or aged persons, drug addiction, indu-
strial accidents, divorce, and economic
privation of a certain class, such as agri-
cultural workers. Insurance is not an ap-
propriate method of solution for many of
these problems since the peril is not ac-
cidential , fortuitous or predictable. In oth-
er instances insurance is perhaps feasi-
ble, but due to the catastrophic nature of
the event (as in unemployment), private
insurers cannot undertake the underwrit-
ing task because of lack of financial ca-
pacity. This means that if the insurance
method is to be used as a solution for
certain problems, governmental agencies must
either administer or finance the insurance
plan.

The justification for social insurance,

then, lies in the fact that some insurance
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tasks either cannot be or are not accompl-
ished by private insurers without assistan-
ce from a government A These tasks concern
social problems that are deemed to impor -
tant to ignore.The economic problems in-
volved in social insurance are such that
governmental action is necessary to solve
legal difficulties, to supplement financing,
to introduce compulsion, to give organiza-

tion, or to supply other ingredients in a

succesful insurance formula,
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