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1. The membership of the two South African professional actuarial bodies has 

progressed as follows over the last few years. 

Year - 

Actuarial Society 
of South Africa 

(ASSA) 

Fellows 

207 

218 

229 
24 1 

South African 
Association of 

Consulting Actuaries 
(SAACA) 

2. The exodus of actuaries from South Africa which started during the last 

part of 1985 continued through 1986 and 1987 but the impact was cushioned 

because several new actuaries qualified during the last two years. SAACA 

has hardly been affected by this actuarial brajn drain. which now has 

largely run its course. It is generally accepted that the actuarial 

profession has lost some 20% - 25% of its active membership over the last 

few years due to emigration. This is not evident from the above table as 

such emigre's are likely t o  retain their membership of ASSA, at least for 

a few years, so that the official membership figures (which also include 
retirees) are not an accurate guide to assess the active actuarial 
membership in South Africa. 

3. The Management Committee of SAACA holds regular meetings with the 

Registrar of Financial Institutions and this has ensured an effective 

level of communication between the authorities and the consulting 

profession. 

4. The national economy did not perform well over the past number of years. 

as is shown by the following statistics: 



Period 
Annual Real Growth Annual Increase 

in in 
Gross Domestic Product Consumer Price Index 

a p.a. 'I p-a. 

5. In a report on "Employment in South Africa" published by the Institute for 

Futures Research at the University of Stellenbosch the implication of 

future growth rates on unemployment was analysed with disturbing results: 

Year - 

Economically 
Actives Employed in Percentage 
Available formal sector Employed 

a 000 '000 a 
1960 6.199 

1970 8..110 

1980 10.793 

1985 12.250 

2000 PROJECTED 17.919 

2% p.a. growth in GOP 

5% p.a. growth in GDP 

The report made the comment that the low growth scenario assumes a 

continuing decline in the labour intensity of production whereas the high 

growth scenario assumes that labour intensities are stabilised at the 1985 

level, that capital is freely available and that there are few restrictions 

on foreign trade. 

6 .  In the light of the above figures one does not need a crystal ball t o  

predict that the long term effect of foreign pressures to disinvest from 

South Africa, coupled with international sanctions and boycott actions. is 

likely to be massive future unemployment in South Africa with the associated 

discontent and labour unrest. Indeed over the past few years this has 



manifested itself. It is sad to reflect that the international actions. 

which it was hoped would speed up the political reform process, are 

likely, in fact, to retard it. The experience of the last few years has 

shown that the pace of political reform is quickened by the economic 

forces released by a burgeoning economy and slowed down by the struggle 

for personal survival that characterises a recession. 

TAX REFORM 

7. The long awaited report of the Margo Commission of Enquiry into the tax 

structure of the Republic of South Africa was published in mid 1987. It 

is a massive document which makes sweeping recommendations but it remains 

to be seen how much of this will find its way into legislation. 

Generally the Commission found that the present tax system was too 

complicated, was unfair and interfered with the allocation of resources 

in that economic decisions were often based on their tax consequences 

which in turn adversely affected economic growth. 

The Commission recommended a series of measures aimed at making the 

business sector the larger contributor to State revenue. It advocated 

fiscal neutrality and the introduction of a comprehensive business tax 

(in essence a value added tax). 

8. A few recommendations dealt specifically with the pension and provident 

fund industry, namely: 

Co-ordination of requirements of the Registrar of Pension Funds and 

the Commissioner of Inland Revenue. 

Lump sum benefits should lose their tax-free component and be taxed 

at the beneficiary's average rate of tax over the previous three 
years. 

The allowable deduction in respect of employer's contributions 

should be limited to 20% of pensionable emoluments and for 

employeest contributions the limit should be between 8 and 10%. 

There should be no tax relief on members' contributions to provident 
funds. 



9. During 1984 the Government embarked on a programme aimed at providing a 

means for local and regional authorities t o  finance their operations other 

.than by grants from central government. In terms of the Regional Services 

Councils Act, 1985 pension funds fall within the ambit of the legislation 
and are required t o  pay both levies introduced by the legislation, i.e. the 

regional services levy based on the remuneration of employees and officials 

employed by the fund as well as the regional establishment levy based on 

net real ised capital prof its. 

SOCIAL SECURITY 

10. There have been several official investigations into the pension question 

in the past which culminated in a Pension Bill in 1981. This Bill made 

detailed proposals with regard to compulsory preservation and 

transferability of pension rights but in the end - mainly as a result of 

industrial unrest - its recommendations were not implemented. 

In March 1984 a committee was appointed (which later became known as the 

Meiring Committee) to enquire into and report on (a) the provision of 

satisfactory pension benefits to those who have no or insufficient cover. 

(b) the preservation of pension rights and (c) the commutation of pensions 

into lump sum benefits. Its findings were published during 1987. 

11. In its report the Comnittee investigated inter alia the social and 

demographic environment, industrial relations and trade unions, the role o f  

the pension fund industry and the escalating cost of the State Old Age 

pensions and the State's ability to pay these costs. 

The report concluded that a pension dispensation which provides for the 

financial needs of all economically active persons is a matter of urgency 

but it did not make specific recommendations in this respect. 

12. It did however recommend that its work be continued by a representative 

committee consisting of pension experts and representatives from employee 

and employer bodies and the State. It stressed that any proposals should 

be considered against the unique South African background which includes: 



a young population, certain sections of which are ageing; 

a population for which Western models are not necessarily the most 
appropriate; 

a current social old age pension system, the cost of which is rapidly 

escalating; 

a social and family environment that is very heterogeneous and in the 

process of changing; 

a labour movement with its own pension-related interests and 
developing momentum; 

a vast Third World population with financial priorities which tend of 

necessity to be focused on the immediate short term; and 

the need to create jobs and to maintain a high level of economic 

growth." 

RETIREMENT BENEFITS 

13. Some major South African companies have recently negotiated alternatives to 
the existing pension arrangements with Black trade unions. The .alternative 

arrangements implemented to date have all been provident funds on a money 

purchase basis. In most cases the retirement benefit is met out of equal 

contributions by employer and employee while the full costs of the death 

and disability benefits are being met by the employer. 

The main reasons for the move away from the traditional company pension 

arrangements to the money purchase provident fund type of benefit appear to 

be employee dissatisfaction with existing benefit programmes and the 

employees' desire to be represented by their trade union. 

JSE-ACTUARIES INDEX 

14. Following the successful introduction in 1978 of the JSE-Actuaries Indices 

of Share Prices (a joint effort by members of the Johannesburg Stock 

Exchange and members of the Actuarial Society of South Africa) a series of 

fixed interest indices was introduced early in 1983 going back t o  1980. 



The JSE-Actuaries Share Index is by now very well entrenched and its 

annual publications offer a wealth of statistical information; the daily 

indices are published in the press. The Fixed Interest Index has not 

been as successful and as from 1 January 1988 it is envisaged that this 

Index will be revised but without loss of continuity. 

INVESTMENT PERFORWINCE OF PENSION FUNDS 

15. The Investment Performance Survey run jointly by three leading firms of 

consulting acuaries, currently monitors the investment performance of 

some 125 funds with total assets of about R25 billion at the end of 1987. 

Recent investment performance of local (tax free) pension funds as 

measured by the Survey has been as follows: 

Year - 
1983 

1984 

1985 

1986 

1987* 

Fixed Equities Total Assets 
Interest Surveyed 

Per Annum Over 
Last 5 years* 11.3 26,9 17.4 

* Estimated - 
In addition to the returns in the fixed interest and equity sectors the 

Survey also monitors the results of investments in life office "managed 

fund" portfolios and Property on an informal basis. 

MERGERS 

16. The last few years have seen a consolidation of a trend for financial 

institutions to concentrate themselves into groups encompassing insurance 

companies, banks, building societies, broking houses etc. 



Recently passed legislation allowed building societies (up to then run as 

mutual societies) to incorporate and a number of building societies (the 

market leaders among them with one notable exception) have made use of this 

opportunity to go public and to obtain a listing on the stock exchange. 

At the same time 3 large overseas mutual insurance companies divested 

themselves of their South African branches which in practice had been 

operated as domesticated mutual societies. One of these societies merged 

with a proprietory life insurer, one reconstituted as a proprietory office 

with strong links with a building society and the third merged with a 

mutual office. 

OTHER EIATTERS 

17. Other developments of interest to the actuarial profession in South Africa 

are mentioned briefly: 

Involvement of Actuarial Profession in Social Security debate. 

Genera1 Insurance. 

Ongoing debate on duties of trustees and communication with Members. 

Average salary increases and average pension increases. 

Effect of share market crash of October, 1987 on investment returns 

and market values. 

Prescribed security requirements and proposals made. 

Aids. 


