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editorial

A truly    
GlobAl orGAnizAtion

By CArl HAnsen

local regulations or financial conditions, 

but there seems to be an aspect linked to 

the local employment market for actuaries. 

For example, actuaries in countries further 

along in the demise of defined-benefit 

pension plans seem to have adopted a more 

entrepreneurial approach in applying the 

actuarial skill set to wider business problems. 

Perhaps all actuaries are better served by 

taking a more holistic view of ourselves 

as managers of financial risks. By sharing 

experience across borders, actuaries can 

be better equipped to attack increasingly 

complex issues.

If you are one of the 14 percent, I encourage 

you to give feedback to the SOA leadership so 

that they can adequately allocate resources 

and make them work better for you. Consider 

joining the SOA’s International Section if you 

are not already a member, or run for the 

section council if you are a member. The 

tHe soCiety oF ACtuAries is well on its 

way to becoming a truly global organization 

with members working in more than 60 

countries. Since 1995, the percentage of the 

membership outside the United States and 

Canada has increased from about 8 percent 

to nearly 14 percent of the total. This trend will 

continue to accelerate since four of the top 10 

largest SOA examination centers are located 

outside the United States and Canada—in 

Hong Kong, Seoul, Beijing, and Taipei.

For the past two years, I have been part 

of the 14 percent outside of the United 

States and Canada as I have been based in 

Guernsey in the Channel Islands. In case 

you are not aware, Guernsey is a 25 square 

mile island with about 65,000 people just 

off the north coast of France. It is a British 

Crown Dependency, so there are many 

influences coming from the north side of the 

Channel. However, the proximity to France 

is evident, especially in place names. As an 

international finance center, Guernsey is 

home to more than its fair share of actuaries. 

In fact, we believe that Guernsey has the 

highest concentration of actuaries per capita 

of any jurisdiction in the world. It is probably 

also one of the few places with a black tie 

dinner for the annual meeting of its local 

actuarial organization (the Channel Islands 

Actuarial Association).

I have had the good fortune to spend a 

significant portion of my career on 

international issues. In my current job, I 

interact with actuaries from many different 

countries on a daily basis and learn about 

the issues affecting their work. I have also 

had the opportunity to attend actuarial 

conferences on five continents. What strikes 

me is how similar actuaries are regardless 

of where they come from. The problems 

facing actuaries are also very similar—issues 

such as risk-based solvency for insurance, 

potential shortfalls in retirement income, 

and financial pressures on social programs.

It is interesting to see how certain countries 

tackle similar problems in very different 

ways. Some of this may be dictated by 
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it is interesting to see how certain 
countries tackle similar problems in very 
different ways.
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International Section coordinates a variety 

of activities such as regional continuing 

education seminars and local experience 

studies. Over the years, the International 

Section has taken the lead on developing 

the SOA ambassador program to encourage 

interaction and activities at the local level. 

A current list of country ambassadors is 

on the SOA website (http://www.soa.org/

Professional-Interests/International/intl-soa-

ambassador-listing.aspx).

If you are one of the 86 percent in the 

United States and Canada, I encourage you 

to think globally. Share your knowledge 

with those in countries where the profession 

is in the early stages of development 

by volunteering for Actuaries Without 

Borders. Take advantage of opportunities 

to exchange ideas with colleagues from 

around the world. One such opportunity 

is the International Congress of Actuaries 

held every four years. The 2014 Congress 

will be in Washington, D.C. from the 

30th of March to the 4th of April. This 

event typically draws actuaries from all 

disciplines and backgrounds, representing 

many different countries. The International 

Actuarial Association’s events calendar has 

a comprehensive summary of meetings 

and conferences around the world (http://

www.actuaries.org/calendar/).

Being a qualified 

actuary through the 

SOA is an international 

credential in an 

increasingly portable 

profession. Embrace 

the SOA’s globalization and use it to expand 

your perspective and your business skills. 

Who knows, it may even take you to a small 

island on the other side of the world!  A

carl Hansen, fSA, eA, fcA, mAAA, is international 

director for BWCI Group. He can be contacted at 

chanson@bwcigroup.com.



WorkinG to inspire & encourAGe 
By tonyA B. MAnning

No matter how you arrived at your decision, 

you are now a member of an elite and 

esteemed profession. And while we are 

a “small” profession in size, about 73,000 

globally, when compared with the number 

of doctors, attorneys, teachers and engineers 

in the world, we are entrusted to serve 

our employers, our clients and the public 

on some of the most pressing, important 

business issues of the day.

As the leaders in our profession move 

toward retirement, this makes room for 

the advancement of the next generation of 

professionals. It is rare that we’ve ever had 

to worry about filling the pipeline. However, 

today, more than ever before, talented students 

and early professionals are being introduced 

to math-related careers at a younger age. 

Engineering, for example, has been able to 

make in-roads into elementary education 

capturing the attention of students through 

visual, graphic depiction of their craft. There 

are also annual competitions for middle and 

high school students designed to help them 

discover their potential for engineering.

Of course it is more difficult for the actuarial 

profession to share our work in the same 

exact way. We must chart our own path 

to communicate with these young minds 

how actuaries use math to help businesses, 

organizations, individuals—and even 

eArlier tHis yeAr, I had the opportunity 

to do a mock interview with a young man 

headed off to university. He had been 

accepted to a technical university and was 

being considered for a scholarship in their 

school of engineering.

Thomas and I quickly hit upon a few 

common bonds—our love of math, analytics 

and finance. He was smart, engaging and 

had a vision for his future. We talked about 

the classes Thomas enjoyed in high school, 

his extracurricular activities, and at length 

about his interest in math and finance. 

Thomas enjoyed problem-solving and didn’t 

seem to shy away from a challenge. Our 60 

minutes together flew by quickly.

I chose to share this experience because 

articulate and engaging Thomas, with his 

love of math and problem-solving, had firmly 

made up his mind to pursue an engineering 

career. His interest in engineering was 

piqued when a civil engineer visited with his 

class when he was in middle school.

Let me be clear that I think being an engineer 

is a terrific career. It is highly visible and 

easily envisioned (think bridges, electrical 

circuits and spacecrafts). Now, I’m well 

aware that the career we think we want 

when we are Thomas’ age is often not where 

life takes us. However, this meeting made an 

impression and provided food for thought. 

What if instead, an actuary had visited 

Thomas’ classroom? What if his teacher 

had access to free materials designed to 

introduce actuarial concepts and enhance 

their math education programs?

In fact, when I was in high school, I was not 

made aware of a career as an actuary. My 

path to becoming an actuary was instead by 

chance, only after I was hired as an analyst 

by an actuarial firm. Once I was exposed to 

the work of actuaries and understood all that 

the career was and could be, I was in love 

with the profession and never considered 

another career.

In my opinion, we have a unique 

responsibility to ensure our profession’s 

continued growth by helping to raise 

awareness of the profession as a vibrant, 

challenging and rewarding career option for 

bright young students like Thomas.

So think back to what made you decide to 

pursue the actuarial profession. Was it your 

love of math? Did you enjoy problem-solving? 

Were you seeking an intellectual challenge? 

Did you learn about the profession from a 

family member, teacher, career counselor 

or neighbor?  Were you already in another 

career—a teacher, accountant, banker, 

attorney, an engineer—and wanted a change? 

10  |  tHe ACtuAry  |  April/MAy 2013

letter From The President



tonya B. manning

April/MAy 2013  |  tHe ACtuAry  |  11

society—solve complex problems. As an 

SOA member, if you agree with me, I invite 

you to consider three different ways to share 

your enthusiasm and passion.

First, read everything you can on the acronym, 

STEM. In the United States and Canada, STEM 

refers to Science, Technology, Engineering, 

and Mathematics education. Wikipedia 

explains the acronym that has become 

common in education circles as “reference to 

the shortage of skilled workers and inadequate 

education in these areas.” For about the past 

three decades, initiatives have been created 

to address the perceived lack of qualified 

candidates for these roles. While this has been 

an important charge for the public education 

agenda in the United States, as a profession 

with grounding in math and analytics, we can 

be vocal advocates and supporters for STEM 

education and initiatives whether you live in 

the United States, Canada or in other parts of 

the world. As an actuary, you have firsthand 

knowledge of how a strong educational 

curriculum is needed to maintain the growth 

and pace of discovery and advancement in the 

mathematics and science industry, now and 

into the future.

Second, have you thought about becoming 

a mentor to a young person? Throughout 

my career, I’ve been fortunate to have 

great mentors whose advice and guidance 

I appreciate to this day. You may know that 

The Actuarial Foundation ( U.S.) develops, 

funds and executes education and research 

programs that serve the public by harnessing 

the talents of actuaries. Its youth programs, 

consumer financial education, research, 

awards/prizes, and its scholarships and 

reimbursement programs open doors to 

the actuarial profession. In fact, just this 

April, Terry Savage, a best-selling author 

who writes a syndicated column for the 

Chicago Sun-Times, commended the 

Foundation’s efforts to improve math and 

financial knowledge. But did you know the 

Foundation also has an active mentoring 

program that is always in need of volunteers? 

In addition, the Foundation welcomes 

actuaries to participate in classroom 

activities in your local areas. Similarly, The 

Actuarial Foundation of Canada is working 

to inspire the next generation by delivering 

educational resources and activities tailored 

to students and educators.

Third, I would be remiss not to mention 

that I’m particularly proud of the volunteer 

and staff efforts to refresh the Be An Actuary 

website as a collaboration between the 

Casualty Actuarial Society (CAS) and the 

Society of Actuaries. This award-winning 

website was redesigned in 2011 to support 

the outreach efforts of the Joint CAS/

SOA Career Encouragement and Diversity 

Committee. Based upon feedback the 

committee received from high school 

and college students, the website was 

redesigned and has been written in an 

approachable manner to appeal to a wide 

audience seeking information on “being 

an actuary.” You may not be aware that the 

website features a speakers’ presentation 

toolkit developed specifically to share with 

high school students. The toolkit contains 

great information, including a Power Point 

presentation that can be easily tailored to 

your audience—whether you are speaking 

at a career day or talking with a small group 

of AP calculus students. I hope you will visit 

the Be An Actuary website to check out the 

content today and return to it the next time 

you receive a phone call from your local 

area high school seeking a speaker to chat 

with curious young minds.

Much has been written about Big Data and 

STEM education. Actuaries have “done” big 

data before it was “cool,” before the phrase 

became intertwined in business speak. The 

phrase has been used 

so much in the media 

over the past year it 

is obvious the phrase 

isn’t going away. An 

article in the March 

1, 2013 issue of The Wall Street Journal 

titled, “Data Crunchers Now the Cool Kids 

on Campus” is rife with the mention of 

statisticians. While this article is good for the 

profession because it heightens awareness of 

the increasing business demand for people 

who can analyze and interpret massive 

amounts of data, we must now rise to the 

challenge to ensure actuaries are recognized 

with that same measure of “coolness.” Our 

rigorous training takes it to the next level. We 

see opportunities, we communicate and we 

develop and implement strategies. Actuaries 

are actually the cool kids who’ve become 

successful grown-up professionals.

I’ve been so especially impressed with the 

university students, actuarial candidates, new 

ASAs and FSAs I have met during my time as 

president. I am proud to share my story and 

honored to represent the SOA and its 23,000 

members in my travels across the globe.

I hope you will join me in working to inspire 

and encourage the next generation of bright 

young minds to pursue a career in the actuarial 

profession. And I hope someday in the not too 

distant future, Thomas will send me an email 

with additional questions about the profession. 

I’ll be happy to respond. I mean, who knows 

where time will lead us? Thomas just might be 

a future SOA president. 

Warm regards!  A

tonya B. manning, fSA, mAAA, eA, fcA, is president 

of the Society of Actuaries.  She can be contacted at 

tmanning@soa.org.
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for more than 10 years, and never sold an 

insurance policy at any of these meetings. 

Despite this, Leterman set sales records that 

lasted for decades; what his networking 

program did for him was simple: it created 

a fan base that would not buy from anyone 

else and would recommend him at any 

opportunity. And it did this because he 

didn’t use his networking program for a 

hidden purpose, and he never directly asked 

for anything in return.

This was well before modern social 

T  en years ago the term social 

networking did not exist, Mark 

Zuckerberg was a first-year student 

at Harvard, tweeting was still something you 

only heard from birds, although an early 

version of LinkedIn was in development. 

LinkedIn and MySpace launched in 2003, 

Facebook a year later and Twitter in 2006; 

in this short time these social networking 

tools have become an everyday feature for 

everyone from students to big businesses.

There have been many articles written about 

these social networking tools, typically from 

the perspective of how to use them more 

effectively for selling or marketing and too 

often ignoring the fact that they are just 

tools and social networking is still about 

connecting with people.

In this article I give my personal perspective 

on social networking tools and how these 

new tools need to be integrated into an 

overall networking approach.

networking
Before discussing modern social networking 

tools, let me first introduce Elmer Leterman 

and give an example of successful 

networking. Leterman is recognized as one 

of the greatest networkers of all time; he is 

most famous for the networking lunches he 

organized every Friday at the Manhattan Four 

Seasons. During the week he would prospect 

for candidates for his lunch; three people 

that he could bring together for their mutual 

benefit. For example, on one particular 

Friday he may invite a chef who had a vision 

for a new restaurant, a banker who he knew 

could see that vision, and, knowing that 

money isn’t enough, a construction manager 

who had a good reputation for bringing in 

similar projects on time and on budget. The 

lunch would last almost an hour and at 12:45 

p.m., he would simply pay the bill and leave.

Leterman was an insurance salesman, but he 

never used these meetings to sell insurance. 

In fact, he would be offended if the topic 

even came up and simply ask them to 

make an appointment with his assistant the 

following week. He hosted these networking 

lunches every Friday, 50 weeks of the year, 

 you CAn tweet And post And link As MuCH As you wAnt, But iF you Forget 
tHe Most iMportAnt pArt oF network Building ACCording to tHis ArtiCle, 
you’ll neVer Be As suCCessFul As possiBle. 

Getting Started with Twitter

1.  Create an account at www.twitter.
com. Just like other social media 

sites this will require your email 

address and you will receive an 

authentication email.

2.  Add your profile, link to your 

blog, company website or your 

LinkedIn page.

3.  Twitter messages are called 

tweets; these are limited to 140 

characters. Write at least three 

tweets.

4.  Now follow people. Find people 

with similar interests such as “ac-

tuary” by using the search box 

at the top of your Twitter home 

page. Once you follow people, 

their tweets will appear in your 

timeline and you will see what 

they are saying. If they follow you 

back, they will see your tweets. I 

recommended writing at least 

three tweets first; this way if some-

one is interested in following you 

they will see that you have written 

something.

5.  Get into the habit of tweeting reg-

ularly. Keep to a particular area of 

interest; if you have two potentially 

diverse audiences you may think 

about having two accounts. You 

may find that you have more to say 

when attending meetings, so this 

is a good time to get started.

6.  Find a mobile app that you 

like—personally, I like Hootsuite; 

appsforactuaries.com has more 

recommendations.
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have developed identities, and groups 

within these platforms connect specific 

demographics, and most importantly they 

have developed sophisticated privacy 

controls. Don’t worry if you don’t understand 

the acronyms used by kids online; they are 

unlikely to be the group you connect with.

Perhaps the most prevalent myth around 

social networking is that most of its value is 

around using it for selling. Social media, just 

like traditional networking, is used for a wide 

range of reasons. In this article I am going to 

focus on just three of them: self-improvement/

mentoring, recruitment and sales.

USing SociAl networking for 
Self-improvement
Despite having a role that involves selling, 

I primarily use networking to seek advice, 

much in the same way one would benefit 

from having a mentor. As an entrepreneur 

working in a small company, making 

connections with your peers is invaluable 

as you often won’t have someone in your 

company that you can go to for advice. Even 

someone working in a large company may 

find the need for particular expertise that is 

not available in their organization.

Here’s an example of how this can evolve: 

a couple of years ago I was introduced 

to Tim Fitzpatrick, CEO of Virtgate, at a 

crowded SOA reception. Tim, a seasoned 

traveler and networker, was clutching his 

iPad, and after chatting for a few minutes 

Tim asked if I was on LinkedIn, I said I was 

and within seconds Tim had my profile open 

on LinkedIn to confirm he had the right 

Kevin Pledge and we were connected. Our 

conversation probably lasted 15 minutes 

and I recall little of that conversation or 

any others that evening. However, Tim and 

I were connected on LinkedIn, and I could 

see his experience, areas of expertise, and 

interests. I see LinkedIn as an invitation to 

follow up and keep in touch; connecting 

on LinkedIn is not the end of a process that 

simply adds people to my list of contacts.

Over the past couple of years I have 

been able to bounce ideas off Tim and 

networking tools, in fact these records were 

set during the Great Depression of the 1930s 

(generally a poor time for setting sales 

records); the key principles of Leterman’s 

approach to networking are as true today as 

they were in the 1930s. However, there are 

a couple of myths that now come up when 

discussing social networking that first need 

to be discussed.

SociAl networking mytHS
Myth #1: Networking is a numbers game. 

True, but it is also about quality. If Leterman 

had merely introduced people at every 

opportunity he would not have generated loyal 

fans, just acquaintances. Facebook “Friends” 

and LinkedIn “connections” have to have 

some connection to you to be of any value.

Myth #2: Social networks are for the 

younger, tech-savvy generation. Simply 

false; it is true that social media was 

originally pioneered by these younger, more 

technology-savvy individuals who seem to 

care little about personal privacy. But social 

media has come a long way; the platforms 

Getting Started with Facebook

1.  Create a personal account at www.facebook.com by  
entering your basic details and clicking “Sign Up.”

2.  You will receive an email activation link; click this to access 
your new Facebook account.

3.  Click on the “Edit My Profile” link, located near the upper 
left-hand corner of the screen. Complete as much infor-
mation as you are comfortable with, including uploading a 
profile picture.

4.  Add friends by clicking on the empty white box near the 
top of the Facebook window. Type in a friend’s name to 

see potential friends. Click “Add Friend” on a friend’s 
page. Once your friend request is confirmed, the person 
you friended will be linked to your friends list.

5.  Create a Company page by clicking on the “Create a Page 
…” link at the bottom of the left-hand menu and following 
the steps.

6.  Upload picture and general comments that you wish to 
share with your friends.
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Getting Started with LinkedIn

1.  Create a personal account on LinkedIn at www.linkedin.com. Enter the ba-

sic information requested and then click “Create my profile.”

2.  You’ll then be provided the option to “See Who You Already Know on 

LinkedIn” or you can simply choose to “Skip this step” (recommended).

3.  You will receive a confirmation email that will direct you back to a login 

page.

4.  You will have the option to choose a Premium (paid) account or Basic (free) 

account. Start with Basic, although it is worth looking at the paid options 

later.

5.  Now edit your personal information; enter as much information as pos-

sible. It is helpful to review your profile; you can export your profile to PDF 

with the option under the Edit dropdown menu. This should look like your 

resume.

6.  You may add a Company Page. Company Pages feature a logo, descrip-

tion and links to employees. 

7.  Add connections by searching for people you know; it is possible to import 

your contact list, but be wary of inviting everyone on your list. Clicking add 

a connection will send a request to that person to connect with you.

8.  Join groups—you may find groups by searching your interests or see what 

groups your connections belong to. Some groups, such as SOA Sections, 

are members only; meaning that your request to join will be approved by 

an administrator; other groups have automatic membership.

9.  Join in discussions—it is probably easiest to start by commenting on an 

existing discussion, but you can also start new discussion threads or simply 

“like” a discussion topic you find helpful.

get feedback from him, usually in person 

when our travel plans sync up. LinkedIn was 

critical in this process as I could see that I 

would benefit from advice from Tim and 

it provides a tool to manage relationships 

like these. But LinkedIn is not the whole 

story; it is important to find the right balance 

between electronic communications and 

meeting in person.

Another person I turn to for advice is Laura 

Bennett, CEO of Embrace Pet Insurance; 

Laura and I worked together about 12 years 

ago. Aside from the occasional actuarial 

meeting, I keep up to date with Laura 

through Facebook and Twitter. Laura is a 

good example of someone who employs a 

wide range of social networking tools, each 

for a specific purpose, and also includes 

direct person-to-person networking in 

her skill set. One area I believe Laura has 

become an expert in is using social networks  

for recruitment.

USing SociAl networking for 
recrUitment
LinkedIn is THE social network for 

recruitment. For someone looking for a job, 

it is your online resume. For a potential 

employer it provides additional data points 

publicly available with endorsements and 

references; features that make it more 

reliable than any resume received directly. In 

addition to LinkedIn, other social networks 

may show comments or viewpoints that 

may not be compatible with your team or 

customers. And there is no escaping it; if you 

are applying for a technology-based role, a 

potential employer will expect to see some 

form of social network presence.

Social networks can also be used proactively 

for recruitment; Laura Bennett provides a 

good example of this. Even when she is not 

actively recruiting, Laura builds her network 

of connections knowing that one day these 

will be useful. When a position needs to be 

filled, LinkedIn is an extremely powerful tool 

for searching her connections for people with 

the skills she is looking for or for people who 

can introduce her to someone with these skills.

When asked how face-to-face networking 

and social media interact, Laura replied that 

“one clearly doesn’t go without the other.” 

If you know Laura, you will know this is 

true; she is not the sort of person who sits 

behind her computer screen friending or 

connecting with people in the expectation 

that this will pay off. Anyone who connects 



they try to sell me something. It is awkward 

and unpleasant; it may be as subtle as him 

or her asking if they can follow-up next 

week or a direct, full-out sales attempt. 

Social networks provide a way to manage 

connections you make while avoiding the 

need to push a product or service there and 

then. No matter how good your product or 

service is, it doesn’t matter if the time isn’t 

right for the customer.

To sum up, the rules for social media are 

simple: be honest, be yourself, and above 

all, use social network tools to supplement 

personal contact, and use the tool you are 

comfortable with. Don’t approach social 

media with a hidden agenda—it won’t work. 

One of the most cited quotes on selling is, 

“personality can open doors, character keeps 

them open.” Thank you Elmer Leterman for 

this quote, which is as true today with social 

networks as it was 80 years ago.  A

kevin pledge, fSA, fiA, is CEO and co-founder of 

Insight Decision Solutions, Inc. He can be contacted at 

kevinpledge@gmail.com or found on twitter @kevinpledge.

with Laura shouldn’t be surprised when 

she picks the phone up or runs up to you 

at a meeting—once again, I use this to 

illustrate that successful social networking 

does not define the relationship, but is a way 

to manage relationships when you cannot 

connect directly.

Laura also explained that it is a myth that 

LinkedIn is only for executive positions; she 

finds it useful for all levels of recruitment. 

This may be because she does not rely 

exclusively on LinkedIn, but rather combines 

LinkedIn with other social networks and all-

important personal contact.

In his latest book, To Sell Is Human, Dan Pink 

makes the point that we are all selling in one 

way or another. He includes the example 

of selling yourself to an employer, as well 

support for ideas. In the final example, I am 

going to primarily talk about selling products 

or services, but comments here may also be 

true in a broader sense.

USing SociAl networking for 
Selling
A sales process typically starts with 

establishing one’s expertise and reputation 

in a particular area. People buy from people 

they trust and believe are experts in the area 

that they need help; social networks such 

as LinkedIn provide an avenue to establish 

one’s area of expertise. Not only comments 

you make, but also what your customers 

say about you can be seen on LinkedIn. 

This does not replace traditional ways to 

establish one’s expertise such as references, 

publishing articles and presenting at 

meetings; it merely supplements them.

The next step is introductions; social networks 

provide a way of making introductions, but 

having someone on a social contact list 

is not sufficient, you have to have some 

personal connection with the individual. 

Social network tools provide a connection 

to someone before you meet them in 

person; comments you have made on social 

networks may give you common ground 

and after following someone’s Twitter feed, 

you often feel you know them before you 

even meet.

Finally, there is following up from a meeting. 

I’ve been at many networking events where 

I meet someone, we have a pleasant 

conversation for a few minutes and then 
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Other Social Networks 
You May Consider
Pinterest (www.pinterest.com): a fun 
site for sharing pictures of things that 
interest you. It is often used for reci-
pes and shopping, but I use it to post 
pictures of conferences and interest-
ing marketing things.

google+ (www.plus.google.com): this 
is Google’s answer to Facebook; circles 
give you more control over who sees 
what.

instagram (www.instagram.com): a 
social network for sharing pictures 
from Android and iOS.

… and there are many more. A good 
way to find social network tools that 
suit you is from the SOA LinkedIn dis-
cussions.



Are Black Swans Real?   
Tips for Better Recognizing, Assessing and Responding 

to Emerging Extreme Events

By toM Herget witH AssistAnCe FroM guntrAM  

Fritz AlBin wertHer And ronorA stryker 



Ayear ago I was enjoying dinner with 

a new acquaintance, Professor 

Guntram Werther. Werther, a 

strategic management professor at Temple 

University in Philadelphia, was talking 

about his experience in consulting with 

governments, military and industry on … 

well, let me paraphrase it as predicting the 

unpredictable. His grasp of current events 

and their implications made me feel as if 

I were reading next week’s edition of The 

Economist. I mentioned, how interesting, 

the Society of Actuaries has just posted a 

request for research project proposals on 

minimizing, managing, and/or mitigating 

extreme event risk. When I said the research 

objectives included how to use the findings 

in Nassim Nicholas Taleb’s book The 

Black Swan, Werther nearly went off the 

charts. Werther took a strong contradictory 

viewpoint to the black swan concept, 

expressing that many of these large-scale, 

large-impact rare events (LSLIREs) can well 

be predicted.

With that level of conviction and enthusiasm, 

I thought it would be good if members of our 

profession could learn his viewpoints and 

methods. Werther’s livelihood focused on 

looking at the past to see what would not 

happen in the future as well as looking at the 

past to spot what would change in the future. 

Knowledge of his techniques for spotting 

emerging risks would benefit all members of 

our profession.

My role in this research report was to prepare 

the proposal, guide it into our workspace, 

and then ensure that the professor stayed 

within the bounds of finance.

After six months of focused effort, this 

research report, “Recognizing When 

Black Swans Aren’t: Holistically Training 

Management to Better Recognize, Assess 

and Respond to Emerging Extreme 

Events,” is now ready for perusal by our 

membership.

Werther expresses his viewpoints in 

four sections: defining and identifying a 

black swan, assessing the strengths and 

weaknesses of Taleb’s case, methods for 

identifying LSLIREs, and techniques for 

better recognizing LSLIREs.

The research paper includes a four-page 

glossary of terms to help actuaries and others 

better understand the terminology used 

throughout the report.

Not only will you benefit from Werther’s 

experience and outlook, you will also get 

the flavor of rare event viewpoints from 

historical figures such as Carl Jung, Aristotle, 

Isaac Newton, Gottfried Leibnitz, Lao Tzu, 

Confucius, Nietsche, Albert Einstein, Karl 

Marx, Adam Smith, Immanuel Kant, Alexis 

de Tocqueville, Osama bin Laden, Rick 

Rescorla, Goethe, Donald Rumsfeld, Jack 

Goldstone, Vaclav Havel and even Inspector 

Clouseau.

The East German-born professor’s writing 

style is conversational and often reads like 

an investigative adventure story.

Like a true educator, Werther states the 

learning objectives for the research paper:  

•  Black swan definitions currently in 

use.

•  Implications of usage of black swan 

concepts.

•  Taleb’s important influence on this 

topic.

•  Criticisms and support of Taleb’s 

concepts.

•  Distinguish between true black swan 

events and the LSLIREs.

•  Current methods for trying to detect 

black swans and LSLIREs.

•  Review why some of these methods 

have failed.

•  Review the state-of-the-art for 

forecasting LSLIREs.

•  Consider what a better forecasting 

solution looks like.

While I will leave the storytelling to Werther, 

this article provides a brief synopsis of some 

of the characteristics, attributes, practices 

and perspectives needed to foresee LSLIREs.

seCtion one: deFinition oF BlACk 
swAn
Werther introduces the reader to many 

different definitions of a black swan event 

in use today including Nassim Nicholas 

Taleb’s idea as defined in his 2007 book, The 

Black Swan, which is an event that is outside 

the realm of regular expectations, carries 

extreme impact, and can be predicted 

retrospectively. He further critiques Taleb’s 

concept and shows how others are using 
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Are Black Swans Real?   Are tHere truly suCH tHings As BlACk swAns? or Are tHey extreMe eVents 
tHAt CAn Be Foreseen? tHis ArtiCle Helps you deCide.



seCtion two: Assessing tHe 
strengtHs And weAknesses oF 
tAleB’s CAse
In this section Werther builds on his 

critique of Taleb’s black swan concept 

and provides a strength and weakness 

assessment of Taleb’s philosophies, 

methods and factors from his 2007 book 

that impact the recognition, assessment 

and response to black swan events. Werther 

cites real-life examples of black swans that 

aren’t. He refers to an 1856 forecast of 

civil war in America pending the outcome 

of the 1860 elections. He goes into great 

length to reveal how easily the Lebanon 

strife in 1975 could be foreseen. Werther 

reveals how security expert Rick Rescorla 

could so easily foresee an attack coming 

on his World Trade Center buildings, he 

actually practiced evacuations with his 

clients prior to 9/11.

Don’t see the world like a naïve turkey. 

Complex system forecasting requires a 

sophisticated mindset and understanding. 

Werther discusses that LSLIRE forecasting 

analyses need to include proper situational 

awareness, lessons from history, multiple 

perspectives, cognitive shifting, intuition 

and insight into multiplayer/multifactor 

intentions and their implications and 

shifting contexts as well as integrating 

other information.

One might think that it cannot be done as 

most analysts do not adequately learn the 

meta-rules of a system, consider what they 

don’t know, or achieve sufficient skepticism 

about change. However, Werther recognizes 

many individuals in the paper, such as 

Rick Rescorla, who have achieved this 

multidimensional type of thinking that leads 

to recognition of system shifts, changes to 

or misusing the term. He points out that 

many have changed the definition of a black 

swan from its initial concept, even Taleb 

himself! While there are many definitions for 

a black swan event, there are people who 

predicted such events prospectively while 

the mass failed to recognize them. Thus, if 

analysts can be better trained to recognize 

LSLIREs, where these events are farther out 

on a probability tail than routine forecasting 

targets, the timing of the event is harder 

to identify than routine forecasting targets 

and the qualitative element of judgment 

increases in importance than routine 

forecasting targets, the occurrence of black 

swan events will decrease.

Werther begins to build the framework for 

LSLIRE emergence recognition, assessment, 

forecasting and management. While all 

methods/models are tools that yield a view 

among many possible views and because 

every method is a system of bias, they rarely 

produce the correct answer. Therefore, since 

each tool is biased, selecting the appropriate 

tool is important.

In foreseeing LSLIREs, holistic approaches 

are superior to a single disciplined 

assessment/model as they bring in human 

involved factors and synthesize information 

from multiple bias systems in an iterative 

process leading to a fusion of the different 

beliefs/systems in the results. Before LSIREs 

emerge, there are qualitative changes from 

shifting internal and external forces. Holistic 

approaches are better able to detect these 

qualitative changes and assess system- 

specific patterns leading to insights about 

the shifting forms.

Werther notes that not everyone is good at 

holistic thinking and assessment needed 

for identifying LSLIREs. Those that are 

the better holistic analysts have common 

characteristics. Among them include a 

general education in human affairs and 

knowledge in many things which requires 

endless learning to keep up this skill.

Being able to perform two-stage thinking is 

another characteristic. One stage is to think 

intuitively or fast. For example, being able to 

recognize familiar elements in a new situation 

and draw upon experience to provide a 

valid intuition. The other stage is a deliberate 

or logical reasoning thinking process which 

requires more time to arrive at a conclusion.

Being able to differentiate knowledge 

from understanding is another trait. These 

individuals have the ability to distinguish the 

judging of individual fact from statistical fact. 

They are also able to unify knowledge and 

understanding per a given situation.

Lastly, these individuals are able to 

develop the “string” that ties together the 

knowledge, facts, intuition, experience and 

understanding.

in foreseeing lSlires, holistic approaches are 
superior to a single disciplined assessment/
model …
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the composition of the whole structure and 

the emergence of LSLIREs.

Others, including Taleb, might think that it 

is all luck to foreseeing LSLIRE/“black swan” 

events. Yet Werther notes that randomness, 

chaos or chance is not involved in LSLIRE 

recognition. There are individuals who can 

consistently be the elite in their field such 

as Wall Street analysts who have received 

the Best on the Street recognition year after 

year. Luck might be involved with one-

time winners, but luck/randomness does not 

factor into it year after year. The only logical 

answer is these individuals have superior 

learning, experience, skills and a different 

way of thinking over their peers. One way 

of becoming better at forecasting LSLIREs 

is to look at the attributes and practices 

of successful analysts, which is one of the 

things Werther does in the next section.

seCtion tHree: MoVing towArd 
solutions tHAt Better ForeCAst 
lslires
Continuing examining serially successful 

analysts and others who have achieved 

excellence in their field, Werther points 

out that being accomplished in an area 

is serious work and requires time to build 

experience. LSLIRE emergence recognition 

is also serious work, but individuals need 

to have a broad common sense and 

experience just to get into the game. While 

these individuals are dealing with events 

far out on the statistical tail, they still need 

to be able to know what “normal” looks 

like in each system and among them to 

recognize a LSLIRE.

In complex systems forecasting, having 

broad experience improves comparative 

abilities in recognition and encourages 

multiple perspective thinking. Knowing why 

something works one way within a specific 

context versus other ways in different 

contexts is important and will lead to the 

LSLIRE analyst understanding how things 

fit and their limit and possible/impossible 

potentials. In addition, Werther suggests a 

broad knowledge of comparative values, 

religions, philosophies, politics, history, and 

other areas will help LSLIRE analysts build 

a societal behavior profile that is needed 

to evaluate societies and how they react to 

change pressures and processes.

Werther points out that LSLIRE forecasting 

experts need to focus on patterns first then 

facts. The problem with the facts is that 

there are too many of them, each embedded 

in dynamic adaptive complex systems. 

Given all the facts, it becomes harder and 

harder to know which fact matters when, 

how, why and in what context. Yet, it is 

natural for humans to learn and experience 

patterns which make it easier to identify 

deviations in them. For example, driving 

a car or walking is a recursive pattern/

action. Deviations can be identified if 

something doesn’t fit the expectation. A 

deep understanding isn’t even necessary. 

In emergent LSLIRE environments, using 

familiarity, experience and judgment can 

identify deviations in patterns that can be 

signals for a coming crisis.

Following mainstream models, methods 

and mentality will lead to failure in LSLIRE 

recognition.  To be a good LSLIRE analyst, 

one needs to have the courage to think 

independently and be a contrarian to see 

the emerging landscape. If an individual 

follows the status quo and becomes a 

member of the herd, he will have a much 

limited view just seeing what is directly 

in front of him. Yet herd-like behavior 

of analysts and their failure to foresee 

the emerging, changing landscape helps 

identify the timing of the emergence of 

the LSLIRE.

seCtion Four: Better reCognition 
And tiMing oF An eMerging lslire
Werther answers the question of how 

mainstream analysts’ failure can benefit 

LSLIRE recognition. He explains that near 

emerging crises, the herd mindset begins 

dissolving. As the crisis nears, there is 

increased divergence in mainstream 

analysts’ ability to see what is happening. 

While they are unlikely to understand 

what is wrong when using their methods, 

more of the analysts begin to realize 

that something is wrong. The more 
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Recognizing When Black 
Swans Aren’t
“Recognizing When Black Swans Aren’t: Holistically Training Management 
to Better Recognize, Assess and Respond to Emerging Extreme Events,” by 
Guntram Fritz Albin Werther with the assistance of Tom Herget,  is now avail-
able on the SOA website at www.soa.org/blackswans/. There you will also 
find a Power Point presentation that will help you present this research to 
colleagues and peers.
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acronym in the history of forecasting. My 

advice would be to buy your t-shirt now.  A

tom Herget, fSA, mAAA, cerA, is a retired actuary 

and current chair of the American Academy of Actuaries’ 

Solvency Committee. He can be contacted at  Herg411@

gmail.com.

guntram fritz Albin werther, ph.d., is professor of 

Strategic Management, The Fox School of Business, Temple 

University. He can be contacted at Guntram.werther@

temple.edu.

ronora Stryker, ASA, mAAA, is a research actuary 

with the Society of Actuaries. She can be contacted at 

rstryker@soa.org.

mainstream analysts’ dissonances and 

model disturbances occur, the more 

consideration of emerging deviation in 

underlying systems and possible LSLIRE 

occurrence.  Therefore, mainstream 

analysts’ failure dynamics teach the time 

of the emergence of an LSLIRE.

To illustrate this point, Werther includes 

studies and examples related to the recent 

financial crisis showing how mainstream 

analysts’ herd-like behavior diverged 

significantly as economic instability 

emerged. He also includes examples of how 

mainstream models acted unusually before 

a crisis. Therefore, don’t ignore the signals!

In conclusion, Werther looks closely at 

Taleb’s closing example. Taleb said, had 

9/11 been conceivable, it would not have 

happened. Thus it was a black swan to 

Taleb. But it was a foreseeable event (an 

LSLIRE) to Rescorla and to others who were 

on the trail. Failure to act is not the same as 

failure to foresee.

Werther tells us the dots are out there. It is up 

to you to see them. It is up to you to connect 

them. It is up to you to choose to act on 

them. Read this research paper to learn how 

you can act daily to spot upcoming LSLIREs. 

After you read this report, you can judge if 

“LSLIRE” will become the most successful 

What do you do

•  Collect rare artifacts?

•  Win ballroom dancing competitions?

•  Play an instrument, or 

Create artwork?

The Actuary has introduced a new column called, “out of the office.” It is a 
place where you can showcase your talents, your community involvement, or 
extracurricular activities you participate in just for the sheer fun of it.

So, what are you waiting for? send us a short paragraph providing some basic 
details about your out-of-the-office experiences, along with your contact information, 
and we’ll be in touch. visit http://www.soa.org/pub-out-of-office.

We look forward to hearing from you!

when you’re out of the office?
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Editor’s note: This is an abbreviated version of the complete article submitted for publication—much explanatory language has 

been removed due to space limitations. To more fully understand the proposal, please read the complete article at SOA.org/health/

DISCLAIMER:  The views expressed below are those of the author alone. They do not necessarily represent the views of the Society 

of Actuaries, of any other body, or of any person other than the author, who is solely responsible for them.

in his presidential address at the Society of Actuaries 2011 Annual Meeting in Chicago, Brad Smith called on actuaries to speak 

out more about “societal problems that have substantial actuarial components.” He indicated that, if we “cannot articulate the 

problem [we] are trying to solve and the solution [we] are proposing … [we] will become irrelevant.”

Brad is right. I see it in the management of insurance companies. If it hasn’t happened with our state and federal policymakers, it 

soon will. I don’t want our profession to become irrelevant. Do you?

Health care in America is an incredibly complex and costly “system” involving every one of us and greatly 

affecting our national economy. Even with the Patient Protection and Affordable Care Act of 2010 (PPACA), 

there’s still more that must be done.

HeAltH cAre in AmericA: 
 A new wAy forwArd

tHis ArtiCle suggests A plAn tHAt will Allow ACtuAries to MAke A  
notiCeABle diFFerenCe in soCiety. By keVin M. reopel



When Silver suggested where these rising 

costs might lead (in his second sentence 

of the quote), he apparently overlooked 

another real possibility. It’s possible that, 

unless our societal attitudes change 

dramatically, our Congress will eventually 

succumb to the legislative path of least 

resistance: universal health care. That 

could put a lot of health insurers—and their 

actuaries—out of business. It also might 

mean re-employing a large number of health 

care providers as employees of the federal 

government. That would not seem to be 

an acceptable result—for either the people 

directly involved or our nation as a whole. 

Do we really want our federal government to 

be responsible for our health? As actuaries, 

we must present a better alternative.

oVerView
The next section explains the rationale for 

the various features. This should make it 

easier to ultimately see how the features 

fit together.

After the features will be a walk-through of 

how the proposed new system is expected 

to work, then discussions of potential 

implications of the new system and, last, 

how we might proceed to advocate its 

implementation.

FeAtures oF proposed new 
HeAltH CAre systeM
The three issues that seem to need the most 

attention are:

1.  Improving the overall health of 

Americans;

2.  Lowering the yearly average cost of 

health care per patient; and

3.  Providing access to reasonably priced 

health care for as many Americans as 

possible (all, if possible), especially 

It is because of this—and also because 

I don’t want us to become irrelevant—

that I would like to share with my fellow 

actuaries a proposed approach to health 

care in America and encourage a dialogue 

with actuaries and others. Given PPACA’s 

recent adoption, it will be difficult to 

convince policymakers to make changes 

before PPACA is fully implemented; but we 

need to try. These changes will take years 

to implement.

BACkground
Health care costs in this country are 

increasing at a rate that our economy cannot 

afford. These costs are only going to increase 

further under PPACA, commonly referred to 

as “Obamacare.” In a recent New York Times 

article by Nate Silver,1 the conclusions from 

his very informative analysis included the 

following paragraph:

The growth in health care expenditures, 

for better or worse, is not just a 

government problem: private spending 

on health care is increasing at broadly 

the same rates and is eating up a larger 

and larger share of economic activity. 

It’s an immensely complicated problem, 

but the arithmetic is simple: if we can’t 

slow the rate of growth in health care 

expenditures, we’ll either have to raise 

taxes, cut other government spending 

or continue to run huge deficits. Or we 

could hope to grow our way out of the 

problem, but health care expenditures 

may be impeding private-sector growth 

as well.

Yet, with all the money being spent on 

health care in this country, the overall 

health of our citizens is not as good as 

in many other countries. According to a 

recent report released by the panel of 

experts convened by the National Research 

Council (NRC) and Institute of Medicine,2 

as of 2011, as many as 27 countries had 

higher life expectancies at birth than did 

the United States. Those other countries 

spend less per person on health care, but 

have healthier citizens.

Why? The report identified a handful of 

reasons, most of which could be classified 

as societal and can’t easily be addressed 

by new legislation or programs. But one 

primary reason identified in the report is our 

inefficient health care “system,” the main 

deficiency of which that was cited is the lack 

of “universal coverage.”

In this author’s humble opinion, it’s also 

because, in America, health care providers 

are compensated for treating illnesses, not 

for preventing illnesses. So Americans get 

illnesses more frequently, and we pay more 

and more for treatments. This also is why 

most young medical doctors do not choose 

primary care as a specialty—they realize 

that, especially relative to other specialists, 

they lose out financially.

Recognizing the growing pressure on our 

economy, of the growing costs of health 

care, the Business Roundtable, a lobbying 

group representing America’s blue chip 

corporations, recently recommended 

to President Obama that the minimum 

age for Medicare be raised from 65 to 

67.3 To adopt this change—one way to 

reduce spending on federal government 

“entitlement programs”—would only shift 

the responsibility for paying health care 

costs at ages 65 and 66 either fully to the 

individuals themselves if unemployed or, 

if they are still employed or under an 

employer’s retiree health plan, to both the 

individuals and their employers. But the 

costs will continue to grow, no matter who 

is required to pay them.
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The SOA Health Meeting
don’t Miss the SOA Health Meeting, June 10–12, Baltimore, Md. 

Visit HealthMeeting.soa.org.

including people with pre-existing 

conditions.

There is a fourth issue that hasn’t attracted 

quite as much publicity as the first three. 

It has to do with the employers’ part of, as 

Silver put it, the “private spending on health 

care.” The increasing costs of employer-

sponsored health care plans have pressured 

employers into making unpleasant choices 

that generally have not been favorable to 

employees.

improving Health and lowering Costs. 
To address issues 1 and 2 (page 26), we 

need a health care system in America 

that emphasizes wellness and preventive 

health care from the date of conception. 

We cannot expect everyone to keep up 

with, understand, and properly use the 

latest medical information on treatments, 

nutrition, lifestyle, and other subjects 

relating to wellness and health. Normally, 

one’s primary care physician (PCP) is the 

professional best qualified to know what’s 

best for the patient’s particular situation.

We need to engage each person’s PCP 

more actively in the design and long-term 

management of the patient’s wellness 

program. This means having a closer 

and longer-term professional relationship 

with the patient, in order to develop a 

strong level of trust and influence with 

the patient.

We can compensate health care providers—

especially PCPs—to prevent illnesses as well 

as treat them. There is a way to do this; but 

in order to do it effectively, we need to have 

electronic access to complete and up-to-

date patient medical records, including 

associated cost data.

electronic Medical records. PPACA 

does include some useful provisions, and 

mandating the development and maintenance 

of electronic medical records (EMRs) is one 

of them. Since the private sector is not getting 

it done, we need to make it mandatory.

no Copayments or deductibles. If the PCP 

is going to be more engaged in the goals of 

long-term health and wellness management 

for the patient, the PCP will decide when 

to see the patient, and copayments and 

deductibles will work against these efforts. 

And the attendant administrative expenses 

also can be avoided.

risk-Adjusted Capitation payments. 
Compensating PCPs for preventing illnesses 

means not only compensating them 

for seeing and treating patients, but also 

rewarding them financially for actually 

improving the health of their patients.

A process can be developed for calculating 

patient-specific risk-adjusted capitation 

amounts to be paid, by the health insurer 

to the PCP, for each patient under the PCP’s 

care. (It also can be used to calculate risk-

adjusted health-insurance premiums to be 

paid to the health insurer.) Without EMRs, 

performing this task for everyone would be 

impossible.

This requires the PCP to find the most cost-

effective means locally for providing quality 

health care for his/her patients. In effect, 

the PCP becomes the patient’s “general 

contractor” for all medical services not 

performed directly by the PCP. After all, who 

is better situated to do this?

Full Coverage. This means that the PCP is 

managing and coordinating all the covered 

medical care for the patient. But what’s 

covered?

Basically everything, with the probable 

exceptions of dental and vision care, is 

covered—“cradle to grave.” Also, it’s 

expected that not-medically-necessary 

or -approved treatments (like elective, 

cosmetic, and experimental treatments or 

surgeries) and accommodations (such as 

private and semi-private hospital rooms) 

would not be part of the new plan.

This “full coverage” part of the proposal may 

seem controversial—even irresponsible. 

But let’s think about it. What health care 

services should be excluded beyond the 

examples just mentioned? OK, perhaps the 

knee replacement for the 94-year-old patient 

with severe Alzheimer’s that Brad talked 

about in his 2011 speech. Any other arbitrary 

restrictions on coverage will undoubtedly be 

subject to strong public criticism.

This is where a blue ribbon panel, representing 

all major stakeholders, can be used to identify 

the kinds of medical treatments that should, and 

should not, be part of this plan. There should be 

situations where common sense dictates that 

we draw the line on “full coverage.”

periodic Capitation payments. Each year, 

the patient’s health factors are reassessed by 

inspection of the EMR and a new risk-adjusted 

capitation payment is received by the PCP.

3
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This proposed plan for health care would 

replace all existing private health insurance 

(providing the same benefits and services) 

and all the health care benefits of Medicaid 

and Medicare.

employer Costs. For the fourth issue 

mentioned earlier, one option would be to 

no longer require that employers pay for 

such costs. More on this later.

Medical-Malpractice insurance. A way to 

align the interests of both the health care 

provider (HCP) and the health insurer—and 

to improve cost efficiency—is to make the 

health insurer accountable to the patient for 

the quality of health care, which requires 

the health insurer to bear the medical-

malpractice (med-mal) risk directly.

putting it All togetHer: How it 
will work
Once the new system (including all HIEs and 

EMRs) is in place, it is envisioned that:

A.  All Americans will go to their state’s HIE 

to select a health insurer and a PCP.

B.  Payroll taxes are automatically 

deducted from employer payrolls and 

paid by the self-employed just as they 

currently pay Medicare payroll taxes.

C.  The federal government receives 

the payroll-tax revenue and, in turn, 

redistributes that revenue to health 

insurers as aggregated risk-adjusted 

premium payments.

d.  The health insurers, in turn, make 

risk-adjusted capitation payments to 

each PCP.

e.  As each patient visits the PCP or another 

HCP, or picks up a prescription, the 

patient’s EMR is updated.

If the patient’s risk assessment improves, 

the capitation amount for the next year 

might actually decrease with the lower 

expected costs for treatment. As a way for 

the PCP to profit from helping the patient’s 

health to improve, however, the capitation 

calculation can be modified to not fully 

reflect the improvement in risk assessment in 

the capitation-amount calculation. This way, 

the PCP shares financially in the benefits of 

improving patient health.

If, instead, the patient’s risk assessment worsens, 

then the risk-adjusted capitation-payment 

amount may rise to reflect the additional 

expected costs for treatment over the next year. 

However, there also is logic to the notion of not 

passing along the entire increase in capitation 

amount due to the worsening of risk assessment.

In any situation where a patient changes to 

a new PCP, the initial capitation payment to 

the new PCP would fully reflect the patient’s 

then-current risk assessment. This raises the 

question of how a person chooses a PCP and 

a health insurer. …

Health-insurance exchanges. Having 

the PCP–patient relationship terminated by 

a change in employer only inhibits the 

effectiveness of the new plan. So the nexus 

of the health care plan should move away 

from the employer.

The development and maintenance of state-

by-state Health-Insurance Exchanges (HIEs) is 

another provision in PPACA that makes sense. 

And if the goal is to provide access to everyone, 

then use of the Internet seems to be the most 

efficient platform. And, speaking of access. …

Access, for All, to reasonably priced 
Health Care. For issue 3 (page 26), we 

all know that there are pooling options in 

addition to the ways provided in PPACA. 

Asking a patient with very high expected 

health care costs to pay an equitable premium 

for the coverage might politically be a tough 

sell. (Brad’s anecdotal story about the AARP 

in his 2011 speech comes to mind.)

There is a way to pool all the risks and yet 

allow the health insurers to be paid risk-

adjusted premiums per patient and also, in 

turn, pay risk-adjusted capitation payments 

to the PCPs. (Just think Medicare.)

Federal tax Collector and premium 
payer. We enlist the existing capabilities of 

employers and the federal government only 

as facilitators, to collect a flat-percent payroll 

tax just like the Medicare payroll tax. It’s only 

a matter of changing the tax rate.

The federal government, in turn, redistributes 

the revenue from that payroll tax to pay 

every health insurer the aggregate amount of 

all risk-adjusted premiums to be charged for 

all patients, nationwide, covered under their 

plans. Each health insurer, in turn, uses that 

premium revenue to pay each affiliated PCP the 

aggregated risk-adjusted capitation payments 

for all patients with that health insurer.

How high might that payroll tax rate be? My 

guess is between 10 percent and 15 percent. 

There is a way to pool all the risks and yet 
allow the health insurers to be paid risk-
adjusted premiums per patient. ...
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F.  Periodically, health insurers access the 

EMRs for their covered patients for analysis 

and for development of rate filings.

g.  State insurance departments can 

survey EMRs for state-level analyses of 

medical data.

H.  Likewise, federal agencies can survey 

EMRs for all U.S. residents to perform 

nationwide analyses of medical data.

 
i.  As time progresses, it is expected that 

the initial payroll-tax rate will need to 

be adjusted. This would likely require 

occasional Congressional action.

potentiAl iMpliCAtions oF tHe 
new HeAltH CAre systeM
This proposed new system attempts to 

address all the inadequacies of Obamacare—

and, in addition, actually lower the average 

per-person cost of health care by seeking 

the most cost-effective and health-effective 

health care system possible for all of us.

In addition, the proposed new system is 

designed to run entirely outside the 

government (except for its role as facilitator), 

removing the costs of health care from the 

state and federal budgets so that our Congress 

finally can address our growing national debt.

winners and losers. The lower-income 

taxpayers (and those with no taxable 

income) gain the most. People with pre-

existing conditions also are big winners.

But everyone can see that flat tax rate of, say, 

10 percent, and work to get it down. As the 

average health of Americans improves, that 

rate will inch downward over time. Then, 

everyone wins.

Capitation was not successful in the 
past—why should it work now? In the 

past, under the label of “managed care,” 

capitation had two weaknesses:

1.  The health insurer, not the PCP, was 

viewed as deciding where the patient 

could go for specialist and hospital 

care. Patients decided that the distant 

and faceless insurers were only 

concerned about profits and were not 

qualified to be responsible for their 

health.

2.  There were other options available in 

the free and open market that did not 

require “insurer pre-authorization to 

see a specialist of your choice.”

Under the proposed new health care system, 

the decision for care beyond the PCP is 

made jointly by the PCP and the patient. And 

there will be no other health-plan options 

available to patients.

state-mandated Additional Health Care 
Benefits. It’s always possible that some states 

will want to mandate additional features 

to the standard plan offered nationwide. 

The states would need to make separate 

arrangements for payment of these premium 

amounts to insurers.

employers Contributing part of their 
employees’ new Health Care payroll 
tax. The flat-X percent-per-taxpayer cost for 

everyone is so transparent that any employer 

sharing of the X percent payroll deductions 

also will be transparent to employees. Letting 

employers decide how much of it they want 

to (or can) contribute for their employees 

would let the free and open market decide.

next steps to seek 
iMpleMentAtion oF tHe new 
HeAltH CAre systeM
This is an opportunity for actuaries, as a 

profession, to make a difference in our 

society that the public really notices—to 

be relevant. Health actuaries that work—

or consult—for health insurers need to 

convince the health insurers that this is 

in their best interests. Also, the medical 

community needs to actively support this 

new approach.

If these two bodies were to combine their 

efforts for this cause, we might bring about 

the needed changes.  A

kevin m. reopel, fSA, mAAA, is a consulting 

actuary and expert witness through Actuarial Litigation 

Consulting.  He can be reached at KMR@ALC123.com or 

kevin@reopel.com.

endnotes
1 Titled, “What Is Driving Growth in Government 

Spending?” published online Jan. 16, 2013, at 

http://fivethirtyeight.blogs.nytimes.com; titled, 

“Health Care Drives Increase in Government 

Spending,” published Jan. 17, 2013, in the New 

York Times, on page A16.
2 Report titled, “U.S. Health in International 

Perspective: Shorter Lives, Poorer Health,” 

released Jan. 9, 2013, and reported on by Jacque 

Wilson in the CNN article, “Why Americans are 

dying earlier than their international peers,” 

published online Jan. 9, 2013, at 8:12 p.m. ET.
3 Call to raise age for US’s Medicare,” by James 

Politi, Financial Times, published online Jan. 16, 

2013, 11:04 p.m. ET.
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I have discussed these results with faculty 

teaching actuarial courses at several other 

universities, including the University of 

Manitoba, Penn State University and the 

University of Waterloo, to name just a few. 

All reported similar results for their courses. 

The CIA applied just this sort of analysis in 

order to set minimum exemption grades for 

each course in each university. Therefore, the 

risk of devaluing the SOA credential through 

recognition of CIA credits is extremely low. 

Were the SOA board to adopt my proposal, 

this risk would be monitored and controlled 

through SOA participation in monitoring of 

the accredited university programs.

U.S. and Canadian actuaries have had a 

special relationship through the SOA for a 

long time. If the SOA chooses not to work 

with the CIA with respect to the Canadian 

UAP, then it risks damaging that special long-

term relationship and losing future Canadian 

members and volunteers over the long run. 

That would be a most unfortunate outcome, 

especially in light of the SOA’s strategic plan 

to become a more global organization. 

Moreover, the risk of that outcome far 

outweighs any risk the SOA would take by 

recognizing credits the CIA grants to students 

in accredited universities through its UAP. I 

urge the board to give serious consideration 

to working with the CIA in this important 

educational development.  A

DISCLAIMER: The views expressed in this article are 

those of the author alone. They do not necessarily 

represent the views of the Society of Actuaries..

James e. trimble, fSA, cerA, mAAA, is director, 

Actuarial Science Program, University of Connecticut. He 

can be contacted at  james.trimble@uconn.edu.

T he Canadian Institute of Actuaries 

(CIA) board approved a University 

Accreditation Program (UAP) 

in March 2011. Rob Stapleford wrote an 

excellent article describing the UAP and 

the work that went into the development 

of the program that was published in the 

August/September 2012 issue of The Actuary. 

In that article, Rob states that, “Beginning in 

September 2012, accredited universities will 

be able to offer courses which will provide 

students with the option of applying to the 

CIA to gain exemptions from writing the 

examinations.”  The preliminary examinations 

for which exemptions may be granted are FM, 

MFE, MLC and C. Ten Canadian universities 

have been accredited by the CIA.

Rob also wrote, “Many participants in the 

accreditation process identified that some 

form of recognition from our education 

partners is a key step in the long-term success 

of the UAP. Therefore, gaining recognition 

and acceptance from the SOA/CAS of CIA 

exemptions is a top priority for the CIA.”

I am writing this article to express my opinion 

that the SOA board should recognize the 

waivers that the CIA grants for credit for 

preliminary examinations to students under 

their UAP,  provided that the SOA has an active 

role in the oversight of the accreditation 

program. Given the SOA’s decades-long 

experience delivering education in a variety 

of ways,  I believe that the CIA would welcome 

the SOA’s participation.

The SOA’s 2013–2016 Strategic Plan lays out 

a path to foster membership growth globally, 

enhancing the value of our credentials 

individually and collectively. To realize this 

plan, the SOA must recognize national 

differences, and it should be open to 

alternative educational methods employed 

in different countries, provided they do not 

diminish the value of the SOA credentials. 

Indeed, the SOA already recognizes this by 

granting waivers for SOA examinations for 

credits granted by the U.K. and Australian 

actuarial organizations, including those 

credits that were acquired through accredited 

university programs.

The CIA appears to be implementing a 

robust system of oversight, similar to the U.K. 

and Australian processes. The Canadian UAP 

program only grants credits to top-performing 

students in accredited actuarial programs in 

major Canadian universities. Rob’s article 

states that, “The AC (accreditation committee) 

concluded that the expected number of 

students who will receive exemptions will 

likely be less than the proportion of students 

who pass the traditional examinations.” Some 

readers may be skeptical of that claim. My 

experience as a university professor over the 

last three years leaves me with little doubt 

that it is accurate. Over the three years that 

I have taught financial mathematics, 100 

percent of the students who achieved an A or 

A- in my class passed exam FM shortly after 

finishing the course. Naturally, some students 

who earned a lower grade also passed the 

actuarial exam. So, hypothetically if the bar 

for exam waivers were set at a grade of A- 

or better in my class, the evidence strongly 

suggests that the percentage of students 

achieving the waiver would be less than the 

percentage of students who would pass the 

exam.  Further, my evidence also suggests 

that the students granted the waiver would 

be deserving of the waiver.
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How SHoUld tHe SoA reAct to tHe ciA’S UniverSity AccreditAtion 
progrAm? A U.S. AcAdemic’S perSonAl view

By JAMes e. triMBle



A strAteGic look    
At university AccreditAtion

By MArCus roBertson

•  The Fundamentals of Actuarial 

Practice (FAP) Course, an e-Learning 

course where candidates are exposed 

to all practice areas, receive an 

educational experience that addresses 

various learning styles and are tested 

by way of six assignments that are 

self-evaluated and graded and by two 

multi-day assessments that are graded 

by volunteer actuaries;

•  Fellowship high-stakes essay exams 

that are administered at exam centers;

•  Fellowship e-Learning modules with 

end-of-module exercises that are self-

evaluated and graded; and

•  Seminar courses (the Associateship 

Professionalism Course, the Fellowship 

Admissions Course and continuing 

professional development education 

courses) that are offered frequently in 

locations around the world.

To provide the best possible education, the 

Education Committee, along with SOA staff, 

is continually looking at ways to improve 

candidates’ educational experience while 

At its oCtoBer 2012 Meeting, the 

SOA board of directors approved the SOA’s 

2013–2016 Strategic Plan, which can be found 

at SOA.org/strategicplan/. A key element 

of the SOA’s Strategic Plan is the emphasis on 

the promotion of SOA-specific credentials 

and SOA’s education pathway.

In support of the SOA’s education pathway, the 

board set the objective to provide globally 

accessible and state-of-the-art education and 

validation. For greater clarity, this objective 

was defined by the board in the following 

words: “To attract the best and brightest 

around the world to study for, invest in, and 

complete our credentials, we will provide 

education, including testing materials and 

support that is globally accessible and easy 

to use. We will provide cost-effective superior 

education and validation of mastery in 

selected markets through our state-of-the-art 

learning infrastructure and in collaboration 

with strategic partners.”

So, what does this mean for future education 

initiatives? Over the past several years, we 

have seen many changes in the delivery 

of basic education for actuaries. Current 

candidates experience several styles of 

education and validation (testing), including:

•  Validation by Educational Experience 

(VEE) where candidates study and 

are tested on  economics, corporate 

finance and applied statistical 

methods through approved courses 

at colleges and universities and other 

educational providers;

•  Preliminary high-stakes multiple-

choice exams that are administered at 

exam centers;

education
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in support of the Soa’s education pathway, 
the board set the objective to provide 
globally accessible and state-of-the-art 
education and validation.



marcus robertson

maintaining the standards our members 

and the public expect.

One idea that surfaces from time to time 

and always creates a lot of discussion 

is granting exam exemptions upon a 

candidate’s successful completion of 

accredited university courses. Unfortunately, 

the discussion about exam exemptions 

is usually focused on validation issues 

(formal high-stakes testing performed by 

the profession versus assessment of the 

candidates’ performance at the universities) 

and not on the educational merits of the 

university courses. We can’t ignore validation, 

as we are a credential-granting organization 

and we have standards to maintain, but it is 

time we separate education from validation 

and consider the relative merits of university 

and self-study education.

Is there an approach that can provide a 

superior education and help the SOA achieve 

its strategic goals?

Proponents of university education argue that:

•  Courses are usually structured to ensure 

that students cover the required material 

by the time of validation (test);1 

•  Teachers are able to assist students 

by explaining concepts that may be 

difficult to understand by merely 

reading syllabus materials; 

•  Teachers are knowledgeable about 

the subject area and, in the case of 

actuarial science teachers, often have 

business experience;

•  Teachers are able to adapt their 

teaching to suit the situation (small 

class versus large class, less capable 

versus more capable students, etc.);

•  Teachers are able to use different 

types of delivery methods and can 

choose methods to suit particular 

circumstances;

•  Classes provide social settings where 

students can learn from and teach their 

peers; and

•  Teachers can structure classes to 

help develop skills outside subject 

mastery, such as written and oral 

communication skills. 2

Proponents of self-study argue that:

•  Self-study permits a student to study at 

his own pace;

•  Self-study requires students to learn 

self-discipline; and

•  Self-study is relatively inexpensive 

(this is an important consideration 

for individuals who are not in formal 

actuarial programs but want to be 

actuaries).

It is clear to me that neither university nor self-

study is perfect and both approaches have a 

place in the education of future actuaries. 

If the SOA is to achieve its strategic goal of 

providing cost-effective, superior education 

that is globally accessible, I believe it 

needs to embrace both approaches in its 

educational offerings. To me, this argues for 

universities and colleges to become more 

involved at the preliminary exam level. At 

the fellowship exam level, I believe the SOA 

should look for ways to introduce some of 

the social benefits 

of the university 

approach, perhaps 

through use of social 

media.

If we embrace the many benefits of university 

education, e.g., asking universities and 

colleges to become strategic partners in the 

education of future actuaries, we will come 

closer to realizing a truly state-of-the-art pre-

qualification education.  A

marcus robertson, fSA, fciA, is a semi-retired pension 

actuary.  He currently sits on the SOA board of directors 

and is the board partner for Education.   Marcus has been 

a volunteer on the Education Committee for over 20 years.  

He can be reached at  marcus.robertson@gmail.com.

endnotes
1 An interesting feature of the Canadian Institute 

of Actuaries’ (CIA) University Accreditation 

Program (UAP) is that students seeking credit 

for a preliminary SOA exam are required to take 

one to four university courses (usually two or 

three) and achieve high grades in each course 

to receive credit. By requiring students to take 

all of the supporting courses, the CIA’s UAP is 

ensuring that students actually cover all of the 

material covered in the university courses before 

they receive credit for the preliminary exams. 

This is a feature that can’t be guaranteed with 

self-study. A potential weakness, in my opinion, 

of the UAP is that the university courses need 

not cover 100 percent of the learning objectives 

established by the Society of Actuaries. The CIA 

requires universities to cover 85 percent of the 

learning objectives established by the Society 

of Actuaries and to include additional materi-

als if their courses do not cover 100 percent of 

the learning objectives. The CIA therefore must 

satisfy itself that there are no material omissions 

when it accredits a university’s actuarial courses. 
2 This, of course, will work only when classes are a 

manageable size.
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offered cross-training, such as weight-lifting, 

stretching, Pilates, and balance techniques.

“I also joined a triathlon (endurance) club, 

and the group offered training sessions, 

lectures, and chiropractic evaluations. 

Working through the difficulties and learning 

by practice offers the teaching opportunity.”

When asked what is the most rewarding 

part of running, Harder says, “The biggest 

reward is in the health benefits running 

offers. For me, I have lost more than 

100 pounds, and I know of many others 

that get out in the marathons with their 

stefanie Harder, AsA, MAAA, is an 

actuary with Sagicor Life Insurance Co. in 

Scottsdale, Ariz. In 2007 she started doing 5K 

races “as a walker at the local Turkey Trot 

and at Tampa’s Gasparilla Distance Classic,” 

Harder says. Today, she is an accomplished 

half- and full-marathoner who consistently 

places well in her divisions.

“For the 5Ks, I really enjoyed the 

atmosphere, the spectators’ inspiration, 

the music, and of course, the festivities 

at the end of the race,” Harder says when 

asked how she got inspired to become 

a runner. “I was one of the people who 

always said, ‘Oh, I cannot run.’ I believed 

it, but I found myself trying a jog for 

portions of these initial races.

“After years of turning to stress-relieving 

habits that were not always benefiting 

my health, such as eating great meals or 

relaxing to a good book or movie, I was 

ready for a change. I found that swimming 

provided more stress relief than anything 

I had ever tried before, and started 

swimming almost daily. In 2007, I added 

bicycling to my regular sport activities.

“An opportunity to sign up for a triathlon 

came up at work. There was a company-

sponsored sprint triathlon, and I still was 

not too sure about the run portion, but I 

knew I could swim and bike. I managed 

to finish, and I think I came in last in my 

competition group. I competed as an 

Athena. They have Clydesdale (men) 

and Athena (female) categories for 

weights over a certain number of 

pounds. Despite the finish time, it 

was just great to finish, and I gained 

the health benefits of having trained 

and run the course.

“This was motivating me to want to 

improve, and I started on the path 

of intentional training, combined 

with diet. It may seem like a simple 

concept, but it’s easier to be quicker, 

if you weigh less. It’s also easier to be 

quicker, if your muscles are used to 

the activity.”

Did she have any coaching? “I have 

learned to always remain teachable, 

especially in the area of physical fitness,” 

Harder says. “Since I’m relatively new to 

running, I wanted to learn how to prevent the 

injuries that others who have been running 

for years have faced. There are great articles 

in the magazines devoted to sports, online 

tips and videos showing proper techniques, 

and advice from other runners.

“One thing that really made a difference was 

signing up for weekly training with a personal 

trainer at a local gym. When asked about 

my goals, I responded, ‘I want to keep my 

weight down, and I want to be quicker at the 

triathlons.’ The trainers designed plans that 

out of The office

ActuAries on their oWn time

Harder running the las vegas rock’n’roll marathon
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‘before’ and ‘after’ pictures pinned to 

their backs, showing why they do it. But it 

is hard to run with that as the only reward. 

It helps to be signed up for that next race.

“I took a mule ride down the Grand 

Canyon, and the mules are pretty special 

because they just want to do their work; 

to haul you down the canyon. They are 

pack animals, like us. Before you begin 

the journey down the canyon, the guides 

teach you a trick that makes the mule want 

to stay with the mule in front of them. The 

guides do this so that both the rider and 

the mule stay safe.

“Signing up for a marathon offers that 

same trickery. For me, if I’m signed up, 

I know I better get out there and keep 

training. And if I’m training, I’m doing 

what it takes to live a healthy lifestyle. 

I’m also taking time to enjoy the great 

outdoors and take in the beauty.”

What is the most difficult part of running? 

Harder says, “The first two miles of any 

run seem to be the most difficult. It helps 

to remember that, and to not give up, 

even though it does not seem easy at the 

time. After that, it really gets enjoyable.”

When asked which distance she prefers, 

the half or full marathon, Harder says, “If 

I have had time to train, I prefer the full 

marathon. I place better in my age group 

in a half marathon, but it always seems like 

a bigger accomplishment to finish a full.”

How many of each has she run? “I have 

run seven full marathons and six half 

marathons,” Harder says.

When asked if she has a favorite race, 

Harder states, “They all have been special 

in their own way, but my favorite was the 

2011 IMT Des Moines Marathon. It was one 

of the first where I felt like I had figured out 

more of the logistics (how to dress, proper 

diet, and how to really enjoy the run).”

What are her personal record times for 

each distance? “For the Des Moines 

marathon, my time was 5:05, which put 

me as eight out of 19 in my age group,” 

Harder says. “The year before that, I ran 

the half marathon and came in at 2:09, 

placing me at nine out of 87.  For the 

Pasadena Rock’n’Roll Half Marathon this 

last February, my time was 2:42, placing 

me at 56 out of 117.

“Once, after a race, I found myself 

wishing for a better time, trying to think 

of how I might have done it differently. 

In the crowd walking to the parking lot, 

I overheard a mother with two children. 

The boy was complaining how another 

boy was faster, and that he was upset 

that he could not go as fast. The mother 

explained to the son, ‘That’s not what 

the race is about. The race is getting out 

there, giving it your best, and finishing 

the race.’ This was exactly the coaching I 

needed, too.”

When asked what brand and type of shoe 

she wears for the two distances, Harder 

says, “I wear Brooks Adrenalines for both. 

They offer stability, and I am rarely sore. 

There is so much research when it comes 

to shoes. The best advice I’ve heard is 

to find your shoe and stick with it. I use 

other types for cross-training, such as 

Altra for trail running, and Inov-8 F-lites 

for long walking days.”

Does she see an actuarial tie-in to running? 

Harder says, “There are so many instances 

where training for a marathon is like 

studying for an exam. Neither marathon 

running nor actuarial exams can be done 

by dabbling into the material. It takes 

almost an obsession to accomplish both. 

The actuarial material is tough, but they 

make learning it to the level required for 

the job something we want to do, because 

it is a competition. OK, they trick us!

“There are many times in an actuarial 

career where it can be tough. It may seem 

difficult to try an exam again, or try the 

profit run or the valuation run again, if it 

did not work well the last time. The same 

thing happens with running the races. 

You’ll find that if you give it another try 

and give it more practice, you will be 

rewarded with success.”  A

Stefanie Harder can be contacted at Stefanie_Harder@

sagicor.com.

There are so many instances where training 
for a marathon is like studying for an exam.
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Harder running the las vegas rock’n’roll marathon
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tony Batory, FsA, MAAA, is an actu-

ary with UnitedHealth Group in Hart-

ford, Conn. He began playing bass guitar 

about 40 years ago, in his early college 

days. “So, I’ve played bass longer than 

I’ve been an actuary. But my interest in 

math goes back a lot further,” Batory 

says. His bass playing 

career is quite extensive 

and includes perform-

ing with two award-win-

ning artists, one being a 

Grammy winner.

When asked how he be-

came interested in math 

and bass playing, Batory 

says, “My starting inter-

est in math goes back 

to a sixth-grade teacher 

who would make mis-

takes while doing math 

problems. It was such a 

kick to be able to cor-

rect the teacher.  Especially because she 

would say something like, ‘I made that 

mistake intentionally to see if you were 

paying attention,’ and the entire class 

knew she was lying. I don’t recall the ini-

tial musical inspiration, but it was not the 

school or my family. Somehow, some ‘60s 

bassist, McCartney or Squire or Bruce, 

made an impact which was quite a task 

since the bass responses from that old 

transistor radio or hi-fi were really awful.”

What was the learning process for the 

bass guitar? “Initially the learning process 

was quite informal, but I had friends that 

were attending music school for jazz,” Ba-

problem. The technical advances are a 

long way from trying to spin a vinyl record 

on a turntable.”

When asked if he plays other musical in-

struments, Batory says, “most other bass-

ists play regular guitar which I sometimes 

find to be insulting and contradictory. 

There are a lot of bassists that flunked the 

six-string guitar and they had to ‘go down’ 

to the simpler four-string bass. In addition, 

a lot of bass technique is derived from the 

stand-up bass which is essentially violin 

technique. Some of that is pretty far re-

moved from guitar technique, e.g., bow-

ing versus picking. I could say my second 

instrument is piano or voice, but that’s an 

exaggeration. With all the software and 

Internet capabilities today, my second in-

strument is a computer.”

When asked what is the most rewarding 

part of being a musician, Batory says, “I 

was reviewing 2012 because of the tax re-

Batory in guitar/bass duo mixed Bag at the acoustic Brew

tory says. “So, I learned 

two short walking bass 

lines, real simple jazz 

stuff. When I auditioned 

for my college jazz en-

semble, the incumbent 

bassist was a rock guy 

with a high-end Rickenbacker bass. But I 

played my two short phrases and they loved 

me because they were really looking for a 

jazz guy. I didn’t tell them that was my entire 

jazz repertoire. The ensemble was intense; 

they would put a top-of-the-line jazz chart in 

front of me and say, ‘ready 1-2-3 play … .’ It 

forced me to read sheet music and to have a 

regular practice regimen.

“Today, I download a song to my iPod, print 

the sheet music from a website, plug the 

iPod into my amp and play along. If I can’t 

play it well, I can download the sheet music 

into software and watch the computer play 

the line. Slower, faster, change the key? No 
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porting and counted 32 gigs with five dif-

ferent bands. The varieties of music—jazz, 

classic rock, modern covers and coun-

try—all had significant bass parts. Plus, the 

different venues—outdoor concerts in the 

parks, restaurants/bars, theaters, malls, pri-

vate parties—made it an exciting year.”

“It seems like every time I tell someone 

that I play bass I get a response like ‘my 

sister’s neighbor’s uncle’s friend knows a 

guy who plays guitar and he’s unbeliev-

able.’” Batory says when asked what is the 

most difficult part of being a musician. 

“The only thing that’s unbelievable is the 

number of times I’ve heard the word un-

believable. I can offer a different perspec-

tive by asking, ‘where does this unbeliev-

able guy play out?’”

When asked what has been his favorite per-

formance and why, Batory says, “In 2012, 

the most rewarding gig was a jazz perfor-

mance for a nursing home. The residents 

all had significant medical problems; they 

literally had to be wheeled into the meet-

ing room where we were playing, some still 

connected to IV’s, monitors and oxygen. 

They were so pleased to have a band come 

on site to play for them and their appre-

ciation was evident in the smiles on their 

faces. This was in direct contrast to the 

typical bar gig where people are so loaded 

they applaud loudly, but the next day they 

don’t remember who you were.”

How did it come about that Batory per-

formed with two award-winning musi-

cians? “My son’s high school has many 

music bands/groups and I helped out with 

their jazz band and played in a parent 

rock band. The vocal choruses have al-

ways been at a high level, winning several 

national awards. They solicited Grammy 

winner Jim Papoulis to be a guest conduc-

tor. Usually the choruses sing a cappella, 

but for this occasion the teachers wanted 

a professional pit band, piano, bass and 

drums. Several of Jim’s compositions had 

unusual rhythm changes and I had worked 

one-on-one with him to get the parts right. 

In his words, ‘if the bass misses this, it will 

throw everybody off.’ No pressure? Fortu-

nately in concert we nailed it.

“The Leonard Bernstein Festival of the Arts 

is an annual show at Brandeis University 

giving artists a truly creative competition 

as opposed to the Grammys that can be 

more popular oriented. The keyboard 

player in one of my rock bands had his 

own CD of computer-generated sound 

tracks and his submission won an award. 

The weird part is I strongly suggested that 

he put the monetary award toward a new 

keyboard to replace the one we duct-taped 

at a gig. Instead he brought a new com-

puter and more compositional software. 

His comment, ‘Tony you’re too practical, is 

that part of being an actuary?’”

What is Batory’s favorite genre of music? “I 

love jazz-rock, aka smooth jazz like Spyro 

Gyra or the Rippingtons. It combines the 

variety and colors of jazz with the intensity 

of rock. Unfortunately, there’s not a lot of 

opportunities to play out with this genre.”

When asked if he sees an actuarial tie-in to 

playing an instrument, Batory says, “There is 

the obvious connection between music and 

math. But lately I’ve been seeing parallels be-

tween the bass and my systems development 

day job. Many times the bass is there to add 

depth to the sound. Not to be in the lead or 

to be heard directly, but to make the other 

players sound better. In this context, it should 

be spelled B-A-S-E, as in the foundation. Over 

the past year I have provided many systems 

solutions for health care reform requirements. 

These system functionalities enable other peo-

ple like sales, underwriting, operations, etc., to 

do their jobs more effectively. The enhance-

ments are really foundational and I feel like 

I’m adding a lot of depth to my company at a 

real ‘bassic’ level.”  A

tony Batory can be contacted at tony_batory@uhc.com.

There is the obvious connection between 
music and math. But lately i’ve been seeing 
parallels between the bass and my systems 
development day job.
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governale readies for a dive

governale posing with a barracuda

John governale, FsA, FCA, MAAA, is 

president of Actuarial Health Solutions LLC 

in Maple Glen, Penn. Governale’s pastime is 

scuba diving and being a scuba instructor. 

“I’ve been teaching for 10 years now,” Gov-

ernale says. “I teach two to three classes a 

year. I teach in conjunction with my local 

dive shop which is lo-

cated in Horsham, Penn., 

and I utilize the facilities 

of Horsham Township’s 

school district.”

When asked how he got 

started with SCUBA, Gov-

ernale states, “I got certi-

fied more than 30 years 

ago and always wanted 

to get my instructor’s 

certification. But fam-

ily, actuarial exams and 

time prevented that until 

about 10 years ago when 

I finally had the opportunity to do it. 

My inspiration is sharing the wow factor and 

beauty and enjoyment of diving.”

“The special training is learning as much as 

you can from your course director about 

teaching scuba diving and being proficient 

at your water skills—all while being ob-

served, graded and critiqued,” Governale 

says when asked what special training he 

needed to become a SCUBA instructor. 

“Then you have to pass each section of 

your final written exam. So, my actuarial 

exams helped since my scuba instructor’s 

final was a piece of cake compared to an 

actuarial exam.”

What is the most reward-

ing part of teaching 

SCUBA? “Having your stu-

dents gain the confidence 

in their ability to join the 

adventure and seeing the 

expression on their faces 

after they have finished the course and get 

their certification, or when they come back 

from a trip and tell me how beautiful the un-

derwater sea life was.”

When asked what is the most difficult part of 

teaching SCUBA, Governale says, “Convincing 

someone to trust themself in their abilities and 

capabilities.”

Where is your favorite location to dive? “One 

of my favorites is Turks and Caicos since the 

dive sites are very diverse, water is clear, crea-

tures are plentiful and large. Another is Gala-

pagos Islands—because it is SO DIVERSE!” 

Governale says.

When asked if there have been any scary mo-

ments while teaching or diving, Governale 

says, “For me no, because we train for safety. 

But one of my students did something unad-

vised as we were leaving a pool training ses-

sion and fell, yielding him a tibia and fibula 

fracture.”

Does he see an actuarial tie-in to teaching 

SCUBA? “You train hard, prepare for possible 

unlikely events, take precautions to mitigate 

risk and be prepared to act if something goes 

a little sideways,” Governale states.  A

John governale can be contacted at jrgovernale@

comcast.net.
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a look into erm

creAtinG A risk    
mAnAGement culture

By dAVe ingrAM

it HAs Been done BeFore. U.S. 

businesses all changed their cultures, at 

least the survivors did. But that was 30 

years ago now. In the early 1980s, inflation 

was out of control. Prices were growing 

at a double-digit clip. In many firms the 

prevailing expense management culture 

was to spend what you had to and let 

growth take care of it. Many firms did not 

even keep good track of their expenses. 

This attitude was developed during the 

decade of the 1960s when GDP growth rate 

was over 5 percent about 50 percent of 

the time. In the late 1970s and early 1980s, 

budget discussions started at the level of last 

year plus inflation. But after a few years of 

this, some firms realized that they were not 

on a sustainable path. The idea of a tight 

expense management culture emerged. 

Some companies adopted short-lived 

techniques like “Zero Based Budgeting,” 

but most settled for embedding a simple, 

but transformative, set of ideas into their 

management processes:

  

1.  Always ask, “How much will it cost?”

2.  Always consider, “Can we achieve 

the same result at a lower cost?”

3.  Keep close track of spending and 

treat expense reports as an important 

management tool that receives much 

attention.

4.  When you go over budget, the variance 

must be explained immediately and 

repeated unfavorable variances are 

not acceptable.

5.  Good expense management was a part 

of compensation and advancement 

criteria.

Flash forward to the current decade. U.S. 

businesses are changing their cultures; 

at least the survivors are changing. In the 

prior decade, risk taking was out of control. 

Many firms had the practice of taking as 

much risk as they could to maximize their 

earnings. Some did not even keep track of 

how much risk they were taking.

Risk management is being adopted by 

more and more firms every year. But so 

far, only a few are doing risk management 

as more than a bolt-on process that runs on 

one side, not really a part of their company 

culture. What is needed is a similar process 

that led to the embedding of expense 

management. What is needed is for some 

simple questions to become an everyday 

part of running the company:

1.  Always ask, “How much risk does it 

add?”

2.  Always consider, “Can we achieve 

the same result with a lower risk?”

3.  Keep close track of risk exposures 

and treat risk reports as an important 

management tool that receives much 

attention.

… an embedded risk management culture 
is not expensive. an embedded risk 
mangement culture does not stand in the 
way of doing business.
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dave ingram

4.  When you go over a risk limit,  

the variance must be explained 

immediately and repeated unfavorable 

variances are not acceptable.

5.  Good risk management was a part 

of compensation and advancement 

criteria.

With risk management currently existing 

as an add-on process, it is expensive and 

easy to just ignore. But an embedded risk 

management culture is not expensive. An 

embedded risk management culture does 

not stand in the way of doing business, it is 

part of the way of doing business.

But how did that expense culture happen in 

the 1980s? It was not a bottom-up process. It 

did not become embedded because firms 

hired or promoted the budget director. It 

became part of everyone’s everyday routine 

because questions like those above were 

asked by the senior executives every time 

someone came to them for approval or for 

review of a decision. Because the executives 

made it completely clear that these questions 

were always important to them.

Companies whose 

management does 

this will have a risk 

management culture 

that will operate 

through many eyes, 

hands and minds throughout the year to 

make sure the risks the company is taking 

are no more than are needed to achieve their 

business objectives.  A

david ingram, fSA, cerA, mAAA, is executive vice 

president with Willis Re Inc. He can be contacted at dave.

ingram@willis.com.
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Book review

An intervieW With   
An Author And ActuAry

By sAM pHillips

statistics. He was my inspiration and I 

decided to make my hero, an actuary, a 

claims investigator as the occupation has 

reader interest.

After making his name as a claims 

investigator he becomes part of the senior 

management team but is ill-equipped 

to deal with boardroom treachery and 

iCki iqBAl was born in India, educated 

in Pakistan, and has lived his entire adult 

life in England. He went to England to 

become an actuary and to watch cricket; 

he has accomplished both. He became a 

fellow of the Institute of Actuaries in 1971 

and an associate of the Society of Actuaries 

in 1972. He spent more than 30 years in 

life insurance companies rising to be the 

actuary and director of Royal Life Insurance. 

He then spent eight years as a management 

consultant advising life companies.

Recently, Iqbal published a novel he 

wrote titled The Incomplete Man. It is a 

fictional work and The Actuary asked 

him some questions about his writing 

experiences.

Ta: Please provide a short description 

of your book.

iqbal: It is the rites of passage of a bright 

but naive man—Majid, the novel’s hero—

as he makes his way up the management 

tree in an insurance company.

Ta: what inspired you to write a 

novel?

iqbal: A lot has changed in society in my 

adult life. Institutions, whether the state or 

church or the police or the judiciary, and 

professions, whether doctors, lawyers, 

accountants or actuaries, are no longer 

held in esteem. Consumers are kings. 

Compensation culture means that they 

can purchase risky products knowing 

that if it does not work out there’s a fair 

chance that the regulators will deem the 

product to have been mis-sold. So it’s a 

one-way bet.

As against that, during the ’80s culture of 

greed, there is no doubt that insurance 

company management, aping the 

financial services sector in general, 

resorted to excesses that were unwise. In 

one decade of folly they dissipated two 

centuries of thrift.

I wanted to write a novel set against that 

background with an actuary as hero. 

Apart from a recent book by Haeworth 

Robertson, I couldn’t find any. Jack 

Nicholson was an actuary in About 

Schmidt, but most of the time he was Jack 

Nicholson; Edward G. Robinson was a 

claims investigator in Double Indemnity 

who would routinely spout actuarial 
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iqbal: My father was a bookworm and from 

childhood I revered books and longed to be 

an author. When I became an actuary I wrote 

frequent articles for the financial press and 

published several papers on actuarial and 

marketing themes. I took up creative writing 

seriously when I retired in November 2005. I 

went to classes. The first novel I wrote, called 

The Herd Instinct of Mules, was set in the 

banking industry and showed one reckless 

chief executive bringing a strong bank to 

ruin. Unfortunately, it was too prophetic 

as the banking crisis occurred. Reality 

was imitating and exaggerating fiction. I 

couldn’t get any publisher interested. 

Ta: How did you get your book 

published? what did you learn from 

that process?

iqbal: I soon discovered that for new writers 

of fiction, getting a book published was 

harder than writing it. No publisher will 

consider a first-time writer unless he has an 

agent. An agent receives a large number of 

letters. He will read the cover letter and then 

put it in one of the following seven piles, in 

descending order of importance:

1. Their existing authors;

2.  New work from their existing 

authors;

3.  Authors with published work, looking 

to switch to them as an agent;

4.  Authors recommended by publishers 

or editors;

5.  Unsolicited work by proven writers 

in another field;

6.  People well known in a field and 

wanting to write. Examples are 

sportsmen, politicians, television 

personalities (might need a ghost 

writer); and

7. Unpublished new authors.

Even if they get to look at the seventh 

pile your chance of success is less than 

one in 100. So in the end I set up my 

own publishing company. The first book 

I published, in 2011, The Tebbit Test, was 

a sort of autobiography, looking at my life 

as a cricket fan. The Incomplete Man is my 

second book.

Ta: what are your plans for the future?

iqbal: I am pretty well retired as an actuary. 

I’ve done some expert witness work and held 

non-executive directorships, but none at 

present. I will continue to write. I have three 

projects on the go at the moment although 

I cannot say that they will all reach fruition. 

The first is a television series based upon The 

Incomplete Man but focusing on insurance 

fraud detection. The most ambitious one is 

a celestial Mean Machine where the Devil 

takes on God.   A

Sam phillips, is magazine staff editor for the Society of 

Actuaries.  He can be contacted at sphillips@soa.org.

ends up losing his job. However, there 

is a happy ending, the love of a woman 

playing its part. Of course, a novel has to 

exaggerate both the hero and the villain.

Ta: who is the villain in the book? 

what is he trying to accomplish?

iqbal: The villain is Nick Knights, Majid’s 

lifelong adversary. Right at the very 

start of the book, when at college, Nick 

says, “I mean to become one of the 

richest persons in England.”  As the story 

evolves, he leaves no avenue unexplored 

to achieve that. At work he uses both fair 

and foul means to rise to the top.

Ta: are there any lessons to be 

learned from this story?

iqbal: This is a morality tale and therefore the 

nice guy does prevail in the end. However, 

there are deeper lessons. There is a difference 

between the eye of the eagle and the eye of the 

ant. Actuaries (and accountants and lawyers) 

are trained not to overlook the detail. In the 

process they can miss fundamental changes. 

Also, when fundamental changes are taking 

place, experience can be a handicap rather 

than a blessing. A lot of our intuitive thinking 

is based upon experience and can lead us to 

wrong decisions.

The insurance industry in the United 

Kingdom has been destroyed as a savings 

medium for two reasons. Management, 

weaned upon high inflation, could not 

adapt to low inflation; their intuitive 

thinking letting them down. Secondly they 

were wrong-footed by the shift in power 

from the producer to the consumer.

Ta: How long have you been doing 

creative writing? is it a hobby or are 

you considering a career change?
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the effect of A graying workforce 
on succession
Actuary Rudy Karsan, CEO of Kenexa, pro-

vides insights to Employee Benefit Adviser. 

For the whole story, visit www.

eba.benefitnews.com, search 

term, Graying Workforce, or 

use the QR code.

steps women Must take For Better 
retirements
U.S. News & World Report talks to Anna Rap-

paport about retirement-related risks for 

women. For more information, 

visit money.usnews.com, search 

term Anna Rappaport, or use 

the QR code.

rewards of living on less
Anna Rappaport offers suggestions for 

ensuring your retirement income is suffi-

cient. To read more, visit www.

bankrate.com, search term Anna 

Rappaport, or use the QR code.

Financial security provided By  
income Annuities questioned
LifeHealthPro.com reports research findings 

about retirement benefit adequacy. To read 

the article, visit www.lifehealth-

pro.com, search term Society of 

Actuaries, or use the QR code.

study shows what Makes life insur-
ance Buyers tick
What motivates middle-income folks to 

buy life insurance? To read the 

article, visit www.insure.com, 

search term Society of Actuar-

ies, or use the QR code.

smoothing May distort Financial 
picture for dBs
Research findings from the report, “Obser-

vations on Input and Output Smoothing 

Methods: How do they affect the funding 

of defined benefit plans?” are reported. To 

read the article, visit www.

plansponsor.com, search term 

Society of Actuaries, or use the 

QR code.

the soA is focused on raising awareness of actuaries in the media. 
recent efforts have been successful. Here are just a few examples:

tHe ACtuAriAl proFession in tHe news

if you have an idea for an article you think should  
appear in The Actuary, or a response to something you 
have read in these pages, tell us about it by sending an 
email to theactuary@soa.org.

ATTENTION READERS!

View all of these articles by going to www.soa.org/newsroom and clicking on the  

Profession In The News link.  A
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tHe soA is proud to oFFer 20 e-Courses worth 

more than a combined 80.00 CPD. E-course topics range from 

professionalism and communication to social insurance and 

enterprise risk management and can be completed in as little 

as two hours. Whether you’re changing fields, in need of some 

refreshers or looking to improve your communication skills, get 

the knowledge you desire by registering for an e-course today. 

See our full listing at soa.org/ecourses. 

pricing, reserving and Forecasting
This e-course is designed to build upon the information pre-

sented in the Design and Pricing (DP) and Company Sponsor 

Perspective (CSP) examination syllabi and the Health Founda-

tions module in the Group and Health FSA Track. Basic con-

cepts that were presented in the exams will be integrated and 

expanded upon in this e-course. You will learn practical tech-

niques involved in managing the financial control cycle of a 

health care company—from trend determination to pricing 

and reserving to analysis of historical results to forecasting fu-

ture experience.

professionalism in practice: precept 2
As a result of completing this e-course, practicing actuaries will 

be able to: given various scenarios, identify ways in which Pre-

cept 2 applies and how it provides guidance on the tasks being 

performed; given various scenarios, describe the interrelation-

ship among Precept 2 and the other precepts; given a point with-

in a project, identify ways to proactively avoid, defuse or resolve 

a violation of the precept; and describe the disciplinary process 

as overseen in the United States, by the Actuarial Board for Coun-

seling and Discipline (ABCD).

professionalism in practice: precept 3
As a result of completing this e-course, practicing actuaries will be 

able to: given various scenarios, identify ways in which Precept 3 ap-

plies and how it provides guidance on the tasks being performed; 

given various scenarios, describe the interrelationship among Pre-

cept 3 and the other precepts; given a point within a project, identify 

ways to proactively avoid, defuse or resolve a violation of the pre-

cept; and describe the discipline process.

e-Courses: growing your knowledge

professionalism in practice: precept 10
When it comes to behaving professionally, there simply can be 

no misunderstanding about the application of the Code of Pro-

fessional Conduct. This e-course is one in a series of four profes-

sional development e-courses intended to provide a practical 

application of the Code of Professional Conduct.

professionalism in practice: precept 13
This e-course is one in a series of four professional development 

e-courses intended to provide a practical application of the 

Code of Professional Conduct.

regulation and taxation
This e-course provides you with an overview of the regulatory en-

vironment in the United States and Canada that affects the life and 

annuity insurance industry overall and actuaries in particular. You 

will learn about which government agencies regulate insurance 

and annuity products and under what authority.

risk Appetite e-Course
In today’s world, many variables impact a company’s financial foun-

dation. Risk appetite is an area that has gained increased awareness 

as a tool to manage these variables. In this e-course, you will view 

video clips of an expert presenting on the subject of risk appetite 

and read articles that discuss developing and communicating risk 

appetite. Your knowledge will be reinforced by completing review 

questions and a case study.

straight talk: effectively Communicating with a non-
technical Audience
In today’s business environment, professionals of all disciplines 

are turning to actuaries to clarify risk-related issues. You can no 

longer assume your role as an actuary is to only crunch numbers. 

The reasoning behind actuarial calculations and the business 

decisions resulting from actuarial analysis are valuable to today’s 

organizations. This e-course will provide you with tips, guidelines 

and activities designed to help you communicate effectively with 

professionals across all disciplines. It also provides video exam-

ples demonstrating effective communication. This course will fo-

cus primarily on oral communication although many of the con-

cepts can be applied to written communications as well.
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