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Papers for discussion: 
No papers were submitted for this session. The discussion 

was therefore unscripted. 

Summary of Discussion 
No papers had been submitted for this session, but this did 

not impede a lively and controversial discussion. Although the 
title included reference to life assurance institutions, the remarks 
of speakers concentrated on pensions and the investment of 
pension funds. 

Ed Friend opened the discussion by referring to ERISA (the 
Employee Retirement Income Security Act), the main purpose of 
which, he suggested, was to protect the beneficiary and to ensure 
that the consequences of a "broken promise" would fall on the 
plan sponsor and not on the employee. However, it did not afford 
any protection for the maintenance ofthe real value of pensions. 

The pressures in some quarters of the USA for social 
investing, i.e. investing in community projects, led to the question 
of whether the possible loss of investment income arising from 
such social investment could be actuarially quantified so that plan 
sponsors and others could be made aware of the financial con- 
sequences. Similarly, there were objections to investments over- 
seas because of the alleged harm it would do to the US economy. 
Leaving aside these problems, Ed Friend thought that ERISA had 
done, and was continuing to do, a good job, and he was surprised 
to learn that in the U K  the employer could wind up his pension 
scheme and that if the assets were insufficient members might 
receive less than their accrued rights. This could not happen 
under ERISA. 

Ronald Abhott (who was invited by the Chairman to make 
some opening remarks) confirmed that in the U K  there was no 
legal protection for accrued pension rights, apart from the G M P  in 
contracted-out schemes. He referred to three recent publications 
in the UK, which, in one way or another, dealt with the question 
ofsecurity ofpension rights. The first was the report ofthe Wilson 
Committee (a Committee under the Chairman of Sir Harold 
Wilson set up to review the functioning of financial institutions), 
the recent discussion document prepared by Professor Cower 
("Review of Investor Protection") and the book by John Plender 
"That's the way the money goes" which, a t  the end of chapter I, 
expressed the following view: 

"The struggle between management, unions, 
politicians and professional fund managers for control of 
the financial institutions' f 100bn crock ofgold, promises to 
be one of the fiercer political battles of the 1980s." 

Ronald Abbott expressed the view that in the U K  the 
security afforded to members' pensions rights under the pro- 
visions of Trust law is uncertain and limited. He thought that a 
review of the law governing the operation of pension schemes in 
the U K  was badly needed and he outlined the matters that such a 
review might cover. Primarily, it should clarify the extent of the 
employer's responsibilities and those of the Trustees towards the 
scheme and-towards its members. Such a review might lead to a 
Pension Scheme Act that would supersede Trust law which 
seemed increasingly unsuitable as  a vehicle for pension funds in 
the UK. 

In the ensuing discussion, Ed Friend confirmed that the 
impact of ERISA meant that a number of small plans had to be 
wound-up, but he regarded that as a good thing. Most other 
speakers from the United States agreed with him even though 
some ofthe requirements of ERISA were burdensome. 

Some speakers from the U K  expressed themselves as  
extremely apprehensive of any legislation that sought to protect 
accrued pension rights in all circumstances. It would lead, they 
thought, to control of funding rates, to the standardisation of 
actuarial assumptions and ultimately to the loss by the actuary of 
professional responsibility. One speaker thought that half a 
promise was better than no promise at all, and that adequate 
disclosure to  members of the state of the pension fund was to be 
preferred to extensive legislation. As for the control of investment 
advisers, how do you define bad investment advice? 

Other speakers, largely from overseas, felt uneasy about the 
promise of pension benefits that might not be fulfilled. The per- 
ception of employees was that the money would be there when the 
time came to pay the benefits, and actuaries had some respons- 
ibility to see that the pension promise would be fulfilled. 

The promises made by the State under its Social Security 
Scheme worried one U K  speaker. The rising cost over the years 
might mean that this promise would, in the event, be repudiated 
by the working population of the future. Another speaker alluded 
forcefully to the poor benefits paid to early leavers under most U K  
plans, and argued that Mickey Mouse pensions might destroy the 
credibility of occupational pension arrangements, even though 
consulting actuaries might earn a good living from them. 

Winding up, Ronald Abbott pointed .out that if more 
disclosure was thought to be the answer to the charge of inade- 
quate funds or inadequate pensions, that disclosure must be 
compulsory to be effective. That meant more legislation, however 
unpalatable further legislation might be. 


