
1. Association of Consulting Actuaries (ACAA) 

There continue to be three firms of consulting 
actuaries in Australia. Changes in the membership o f  
ACAA and the number of actuaries in Australia 
since the last National Report are follows: 
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The firms are advising on a continually broadening 
range of  problems though advice in the traditional super- 
annuation field (i.e. employee retirement benefits) 
continues to  be the major activity. 

The increasing power and reducing cost of com- 
puters has seen each firm with an in-house computer 
which is changing methods of operation and opening new 
fields. 

2. The Australian Scene 

Since the last IACA conference, in Australia, the 
political scene has been stable with the Liberal National 
Country Party coalition remaining in government. Our 
concern, a s  in other countries, has been with unemploy- 
ment, investment returns and inflation. 

Changes in official indices have been: 

Consumer 
Quarter Price Increase 
Ended Index(a) for Year 

% 

June 1976 202.4 
June 1977 229.6 13.4 
June 1978 247.7 7.9 
June 1979 269.6 8.8 

Average 
Weekly Increase 

Earningdb) Over Year 

% 

179.5 
198.4 10.5 
215.5 8.6 
231.4 7.4 

(a) Weighted average, six State capitals. 

(b) Seasonally adjusted, Australia. 

Representative investment returns over the same 
period gained by managers of superannuation (retirement 
benefit) funds are as follows: , 
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The impact of inflation on defined benefit (or final 
salary) funds has generated work for actuaries. 

3. Life Insurance 
Continuing inflation with its impact on expenses and 

the maintenance of the reduced tax status of life insur- 
ance (referred t o  in the  last National Report) has 
accelerated the trend towards term insurances and away 
from long term policies. A number of offices have intro- 
duced unbundled individual policies with a separation of 
the saving and insurance features, and with explicit 
expense loadings. 

Since the last report, the Trade Practices Commis- 
sion has struck down a number of agreements amongst 
offices in the then Life Offices Association (LOA). The 
major agreement withdrawn is that each dffice would sell 
business only through its own tied agents. The major 
offices are continuing to  sell only through their own 
agents but  the number of  other offices dealing with 
brokers has increased. 

With the restrictive agreements now gone the former 
LOA and non-LOA offices have combined in a single 
industry association. 

The major legislative change has been at long last, 
the introduction of a changed minimum valuation basis; 
not altered since it was fixed with t h e  introduction of 
Life Insurance legislation in 1945. Sustained pressure 
from the life offices, the Institute of Actuaries of Austra- 
lia and ACAA over a long period has eventually been 
rewarded. For new offices the increased allowance for .  
initial expenses has dramatically reduced the financing 
required by shareholders. For established offices, the sale 
of new business no longer means a trade-off in the bonus 
rates on  existing policies. 

4. National Superannuation 
There has been no  significant activity on  this front. 

Politicians seem to have lost interest in the subject, parti- 
cularly if there is any suggestion o f  federal expenditure or  
if there is a risk that member contributions would be seen 
by the electorate as a tax. 

A task force of  public servants has recently been 
appointed to investigate the provision o f  superannuation 
benefits generally. But the motivation for the appoint- 
ment of the committee seemed to  be a recognition that 
some small funds are established primarily to  avoid in- 
come tax and that part of the union movement appeared 
t o  be focusing on 100% vesting in cash on  early 
resignation. 

At the time of the report, the task force is gathering 
information and suggestions from interested parties, 
including ACAA. 

The recommendations one might anticipate from the 
task force are: 
- vesting be linked with preservation 
- a limit be  placed o n  investment by a fund with the 

employer, and 
- the favourable treatment of lump sum benefits be 

phased out  or reduced (thereby encouraging a switch 
to pension benefits). 
Whatever the recommendations of  the task force 

there is unlikely to be a quick introduction of legislation. 

5. Union Involvement 
One of the smaller and more radical unions made 

superannuation a strike issue early last year. The major 



claim on  which attention was focused by the media was 
for 100% vesting of employer contributions in cash on re- 
signation. There was a vigorous argument that super- 
annuation was just deferred pay. 

In Australia there has been very little direct union 
involvement in superannuation and benefits only rarely 
enter into negotiations over wages and conditions. Never- 
theless the union movement is obviously becoming more 
conscious of  superannuation and ACAA members have 
given advice to some unions. Generally, the major unions 
seem likely to  adopt fairly responsible attitudes to benefit 
levels, vesting with preservation and investment. 

Since unions tend to be structured by occupation 
and hence each employer in industry will be dealing with 
a number of unions, the negotiations tend to be by a 
union with a group of employers. Hence no  opportunity 
arises to include superannuation employer by employer. 
The initiative is likely to rest with unions to establish a 
union based scheme - unless the union movement 
becomes structured by industry and by employer rather 
than by occupation. 

- 6. Superannuation Generally 

There has been considerable discussion of the 
apparently open-ended cost of defined benefit funds. A 
very few employers have reverted from defined benefit to  
defined contribution funds. There is a slight movement 
amongst smaller funds towards target benefits which are 
defined but  where the benefit in fact is an accumulation 
of contributions. 

Generally however the favoured design is still a 
defined benefit - with the employer having the right to 
cease or limit contributions under extreme conditions. 
The importance of the relationship between investment 
return and salary inflation has become much more widely 
recognized. 

7. Investment Performance 
There are two surveys of investment performance 

maintained by firms of consulting actuaries for sub- 
scribing funds and investment managers. 

The surveys are enjoying an increasing use and wider 
recognition. They also seem to be having an increasing 
educational value and it is more widely recognized that in- 
vestment performance should be acted upon only after a 
period of review. 

The surveys are gradually becoming more sophisti- 
cated with moves towards sector analysis and risk analysis 
being considered. 

8. National Health 

Since 1976 the benefit scene has been in almost con- 
tinuous upheaval. The government has successively 
reduced the degree of federal subsidy, eliminated the 
compulsion to  health fund membership or to a tax levy, 
and inadvertently exposed health funds to competition 
from a wide range of  insurance competition. 

The health funds, by regulation, must operate on a 
community rated basis. With the reduction in government 
subsidies - and allowing that subsidy of  medical expenses 
is payable to  nonmembers of funds - the door has been 
opened to other insurers to offer cover selectively to good 
risks at premium rates lower than the community rated 
contributions charged by health funds. 

The present situation is unstable and cannot long be 
left before yet another change is made by the govern- 
ment. A great deal of work has been created for ACAA 
members in advising health funds and their potential 
insurance competitors. 

9. General Insurance 

There is a continuing increase in the employment of 
actuaries in non-life insurance. The employment of  con- 
sulting actuaries still tends to be in estimation of out- 
standing claims though employed actuaries are becoming 
involved on  a broader front. 


