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The report's policy proposals appear to
involve a high degree of risk for all parties
concerned: for workers and pensioners, for
employers and last but not least, for the
govemments who may be induced to adopt
them®.
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Defined contributions produce uncertain
benefits.
------------ the contributors individually assume
the investment risk, and the benefits which
people will ultimately receive from such
schemes are not defined at all®.
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Tt is a well-known fact that in conditions
of high inflation, funded schemes typically
perform worse than pay-as-you-go schemes.
Yet it is this risk of inflation which the
report recommends be transferred to workers
and pensioners".
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well as in signaling future pension costs, is’
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funded schemes face the risk that the rate
of return on capital may decline as a result
of demographic trends: for example, when a
smaller proportion of population is of
working age, the bargaining power of labour
may well be greater. ... It will simply leave
pensioners worse off and , to the extent that
the State offers some minimum guarantee, it
may necessitate a substantial increase in
public expenditure®.
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It is expected that the introduction of a
mandatory savings system in place of a pay-
as-you-go public scheme will push up the
aggregate rate of saving, that the new savings
will be used to finance productive investment
and that this investment will lead to increased
economic growth from which everyone,
including pensioners, will benefit. Whether
this agreeable scenario is realistic or not is an
open question. it is far from certain, for

example, that aggregate savings will rise. In
the Chilean case, ....this did not happen.

gt Hemmingti32% - While theoretical
arguments tend to be consistent with the view
that funding will be associated with higher
saving than PAYG, convincing empirical
support is missing.

BANROTRFLERE - BEMNERNHE
it - BERAIREE - RENERBRE-ECR?
XERZ 8 BREARUHTRUFENZITE
EEESE s REE - AREARFHAEL
TERFEE  VNRESRESRRE—EER
BrETEE  REEGIREE —EBREAL
TEESE  BUBEBRAREBARTUALE
Bl RS ETIEE - REFRTHRAMER
EBvRE - UBRFARNESZARRERA
SESIEARRBZHERE-TL  FEEF
EECERT  TIEERAES LRAMIFR
AR - BRESREBSE  EX LHRHEET
B TAR RS TaEEmnT —EUEZHR
] HEEEY > BEATE - THBE - BTH
k- EEERRNECHFEEE - EUHERT 5
T RAEREIEHRRT CZERHR - R
BRSPS IoEER SRR  GRRERRE
2 AR MEAREREEEHNER - BhE
NEFHZBS - MRS HEE—EREEHEE
B ERENEERE - AUSALE 75
2L AEE RS IRBARFHIBESRE
EEERERRE REE?

$+34L1 FRIRE - Beattie/McGillivray Z #L5¥
FEEEARER= 778D

Given the proportion of national financial
assets which a funded social security pension
scheme normally commands, it is unlikely
that centralized investment management can
ever be entirely free of government influence
or control, since government fiscal and
monetary policy could be thwarted by the
scheme's investment activities.
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