
VOLUME 6, NO. 1 JANUARY, 1972 

KEYNES AND INFLATION 
by Arthur Pedoe 

Rarely a day passes without the name of 
Keynes being mentioned in the financial 
press. We now have President Nixon's 
announcement of the price and wage 
freeze, the cutting loose of the American 
dollar from gold  etc. Reading the com- 
ments on the President's action, one 
seems to be reading again the discus- 
sions and criticisms of John Maynard 
Kevnes theories and suggestions. Keynes 
died 25 )ears ago. 

In the February 1971 issue of The 
Actuary, Keynes name is mentioned in 

 a review by Ed Wells of my text on life 
Insurance and pensions. I quoted Key- 
views on debauching - the curl'enc~ 

as a heading to the chapter on Inflation. 
l':d \Veils thought it curious that Keyne~ 
got a peerage for pressing views on gov. 
crnnaent expenditures resulting in the 
debauching of the British pound which 
he had so strongly condemned. A re- 
examination of Keynes' idea is impor- 
tant in view of President Nixon's action, 
particularly to actuaries. 

The quotation is from The Econom:'c 
Consequences o / the  Peace in which Key- 
nes, attached to the British delegation 
involved in the Treat)' of Versailles fol- 
lowing World War I, attacked the Treaty. 
It was prophetic about the evils of in- 
flation: 

"Lenin is said to have declared that 
lhe best way to destroy the Capital- 
ist System teas to debauch the ct, r- 
rency. By a continuing process of in- 
flation, governments can confiscate, 
secretly and unobserved, an impor- 
tant part of the weahh of their" citi- 
zens . . . Lenin was certainly right. 
l'fhere is no subtler, no surer means 

overturning the existing basis of 
• society than to debauch the curren- 

cy. The process engages all the hid- 

(Contimted on page 6) 

WELCOME 
We welcome to the Chicago Office, 
Mr. Bernard A. Bartels who took 
office on January 1 as Administrative 
Officer of the Society. 

ACTUARIAL SCIENCE PROGRAM 
AT GEORGIA STATE UNIVERSITY 

by Robert W. Batten 

Georgia State University in Atlanta has 
been the center of actuarial education 
in the Southeast since 1958. Aided by 
both the financial and moral support of 
the Southeastern Actuaries Club. the 
University's program at present includes 
approximately 80 students working to- 
ward a Bachelor's, Master's, or Doctor's 
degree. 

The actuarial science program is part 
of the Department of Insurance in the 
School of Business Administration. An 
advantage of being a part of the Busi- 
ness School is that an actuarial science 
stt,dent is able to enroll in courses "n 
insurance, economics, finance, account- 
ing, business law, computer sciences, 
management, marketing, international 
business, and real estate--courses not 
provided in the School of Arts and Sci- 
ences. However, the student takes all of 
his basic mathematics courses from the 
Department of Mathematics and takes 
about one-third of his total course work 
in other departments of the School of 
Arts and Sciences. So he has the best of 
both worlds. 

The undergraduate student's program 
consists of background courses in the 
humanities, social sciences, and business- 
related disciplines, and of 45 quarler 
hours in actuarial science courses cover- 
ing basic actuarial principles and all ma- 

(Continued on page 7) 

CONSUMERISM IN CINCINNATI 

by Thomas Mitchell 

Three topics on the relationship of con- 
sumerism and life insurance were dis- 
cussed by a panel at the Oct. 6 meeting 
in Cincinnati of the Actuaries Club of 
Indiana, Kentucky and Ohio. Panel 
members were Kenneth E. DeShelter, Di- 
rector of Insurance for the State of 
Ohio, Dale R .  Gustafson, and Abbas 
Yoursi, Ph.D., Chairman of Insurance 
Department at the University of Concin- 
natl. 

Judge DeShelter suggested the areas 
where the life insurance industry was 
most vulnerable to attack from consumer 
advocates were: (1) misrepresentation 
of product (basically advertising and 
sales presentations); (2) inability to 
find a legitimate basis of cost compari- 
son; and (3) failure to bring pressures 
to bear in controlling medical costs. 

Mr. Gustafson mentioned four areas 
of vulnerability, but made it clear that 
vulnerability does not imply guilt. Three 
areas are tlae size and accumulation of 
assets and economic power by the in- 
dustry, aloofness and slowness to change 
in the past, and the public image of the 
insurance industry. The public does not 
distinguish between the various kinds of 
companies, avto, life, health, etc. but 
sees the industry as a whole and trans- 
fers criticisms of one ])ranch indiscrimi- 
nately to all. 

The fourth area is our distribution 
system. Insurance is a "highly touted 
socially desirable product that nobody 
wants to buy." This results in an adver- 
sary sale situation, which in turn gives 
rise to higher distribution costs and 
makes it more difficult to control sales 
excesses. 

Professor Yousri pointed to the unmet 
needs for useful social investments, parti- 
ctdar]y in urban real estate, and also 
mentioned the accumulation of wealth. 

(Continued on page 8) 
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EDITORIAL 

T HE Summaries of Reports submitted to the Board of Governors are 
always interesting reading. In the latest group of reports the longest 

and perhaps the most interesting is that of the Committee on Professional 

Development. Like “the shot heard round the world” the repercussions of 
this report will be with us for a long time. Mr. Campbell and his colleagues 

are to be congratulated on a thorough and thought-provoking job. 

Apparently there was no minority report disagreeing with some of the 
recommendations. There is at least one about which there might be some 
serious questioning and that is I 4. Establish accepted actuarid principles. 

? 
presumably is the answer to Generally Accepted Accounting Principles 

x licb have been troubling the actuaries recently. Based on a limited Z-’ 

po-sure to GAAP we have not been impressed. Some of the principles seem 
to he of the “Be sure to make and record an accurate count of the spoons” 
variety. More important, however, is the fact that, according to the press 

reports, there is not universal agreement among the CPA’s as to some of 
the recommended principles being “generally accepted.” The CPAs how- 

ever can patch up their own differences. The actuaries should be concerned 
with their own principles which apparently are to be absolute rather than 
“generally accepted.” 

Somehow or other we have been under the inipression for many years 
t-bat one of the objects of the examinations was to teach the student actuarial 

principles and how to apply them. In their application there is a consider- 
able degree of judgment to be exercised by the individual actuary and 
obviously other actuaries may not always agree with his judgment. Where 
then does the “accepted” part come in ? A profession must require from 
its practitioners a high degree of competence and adherence to a code of 
professional conduct. These are not merely “accepted”; they are essential 
and these the Society already possesses. 

a 

Somebody, we hope, will dispel our ignorance, preferably by ex- 
les. Meantime we will look to see whether some other professions bave 

published “Accepted Engineering Principles” or “Accepted Legal Printii- 
pies.” A.C. w. 

LETTERS 
ORSA 
Sir: 
On the behalf of the Opefatidns Research 
Society of America, 1 would like to ex- 
tend a cordial invitation to the memLers 
of the Society of Actuaries to attend and 
participate in our 41st National R&t- 
ing, to be held at the Jung Hotel in New 
Orleans, April 26-28, 1972. 

Of particular interest in the extensive 
program will be the session on Actuarial 
Science, Insurance, and Risk Rlanage- 
ment, chaired by Dr. John RlcGuinness. 
This session has been designed specifi- 
cally to include invited papers on opera- 
tional research applications to risk man- 
agement and insurance. Other sessions 
deal with cost effectiveness, budgeting, 
long-range planning, health planning 
policies, health care systems, portfolio 
management, mathematical techniques 
for solving various optimal allocation 
and investment-type problems, stochastic 
processes, and similar topics that should 
also be of interest and value to actuaries. 

The regular ORSA registration fee 
will be applicable to all non-ORSA mem- 
bers who attend. We anticipate a regis- 
tration fee of S30 to $35, which will 
include the banquet. Individuals interest- 
ed should get in touch with me at the 
Graduate School of Business Adminis- 
tration, Tulane University, New Orleans, 
La. 70118. 

We hope that by this invitation we 
can help establish between the members 
of our two societies broader personal 
and professional relationships and com- 
munications which will be of lasting 
mutual benefit. 

Richnrd E. Beckwith 
+ l * Q 

Actuaries in Literature 
Sir: 
I have come across another author who 
seems to have some idea of the existence 
of actuaries. 

In describing how unusual it was that 
one of his characters wanted to be a poli- 
tician from when he was a small boy, 
Leslie Wailer says in The Family, “He 
might well have chosen sewer engineer- 
ing or actuarial statistics.” 

While this is not great humour, I 
think we will all get the point and can 
agree that it is unnecessarily cruel - 
whether to actuaries or sewer engineers, 
who can say? 

F. I. T~LOIILQSO~ 

--- 



ACT: AN ACTUARIAL PROG.KAMM.ING LANGUAGE 
a BY DAVID H. H:. JAhllUOh' 

In the March issue, an art iclc by Mr. 11~ Vrics discussed the 
potential of APL as a basic actuarial programming language. 
From personal espcricncc I have found that this potential is 
virtually unlimited, particularly if WC: treat APJA as the funda- 
mental starting point for the long-sought actuarial programming 
language, rather than the end product. 

Background 
In June, 1970, scvcral mcmbcrs of the planning staff of the 

Sun Life of Canada began to cspcriment with APL. The all- 
around superiority of the APL language as a mathematical 
computational tool was immcdiatcly evident, and by Scptcmbcr 
it had been decided to instal the API, time-sharing system on an 
“in-house” basis. Al that time, apart from some time-sharing 
companies, the Sun Life was one of the few commercial organiza- 
tions in North America that were running APL in-house, 
previous USC being rcstrictcd basically to several universities and 
establishments such as NASA. 

During the past year many applications hnvc been undertaken 
using the APL system. A few csamplcs might help to dcmon- 
stratc the versatility of the APL lnnguagc-a system to handle 
the day-to-day calculations of special individual annuity quota- 
tions, another tb handle prepaid premium calculations, an estate 

9 
lysis package, property invcstmcnt cash flow analyses, and 

ccial valuations of small groups of business. The latest use has 
been the construction of simulation models for use in corporate 
financial planning. There is no question that more and tiorc ap- 
plications in the future will be handled with the APL system. 

The major applications of APL, however, have probably been 
those involving the ACT language. Of these, the most out- 
standing has been the creation for our United Kingdom business 
.of a complete rate file of policy vslucs (net premiums, reserves, 
‘cash values, and so on), which involved programming the myriad 
idiosyncrasies to be found in approximately one hundred and 
forty distinct plans issued over the last sixty years. The actual 
programming time involved was of the order of ten man-weeks. 
Those readers with data-processing cspcricncc on similar tasks, 
using the computer in a batch environment and such languages 
as COBOL, FOKTXAIC, or ASSEMBLER, will appreciate the cstrcmc 
significance of this fib&w. 

ACT is a notational language for use in a time-sharing cn- 
vironmcnt and consists of a comprchcnsivc set of macro functions 
dcfincd in APL. Tn the development of ACT, two basic aims 
were followed: (a) the need LO proviclc a high-level user-oricntcd 
language, where the high-level macro or function notation used 
corresponds directly to the csisting standard actuarial publica- 

0 
notation, and (6) the need to provide con~plctc flcsibility of 

-ration of the language in. terms of the mortality and intcrcst 
basis required, without the enormous storage rcq~iircmcnts in- 
volved in retaining monetary tables of even a few of the simpler 
functions on all the required bases. 

One of the mosL significant fcaturcs of AI’L, the :tbili!y to 
handle vectors as single operands, Icd to the immcdiatc rcsolu- 
tion of the second of the basic aims stated ahovc. At the same 
time, the ACT Ianguagc has been dcvclopcd in such :t way that 
this same powerful fcaturc is incorporated in cvcr?. macro func- 
tion. Also, all the symbolic mathcmak~l operators of APL ma\ 
be intcrmiscd freely with the macro functions of ACT. ‘1%~ h(:‘l’ 
language, thcrcforc, cstcnds the scope of APL into the realm of 
actuarial mathematics. 

My early espcriments with APL as an actuarial 1001 wcrc 
almost identical with the simple proccdurcs described in h4r. I>c 
Vrics’ article. APL’s unique handling of vectors and matrices, or 
arrays of higher rank, allows the manipulation of many numbers 
(such as a table of lz values) as a single cntit\-. Let us suppose: wc 
have cntercd A table of I, values and named the vcclor T.413LS. 
The following two simple programming instructions, 

[l] W+ (pr/iBLX) - 1 

[2] XR t 0 , rW 

establish the global variables W (thclimiting ngc of the particular 
table currently stored in I’AHLS) nnd XR (a vector of the range 
of ages covcrcd by the t.ablc). (The APL oI)crator p acting monatl- 
ically on ;t vector gives the number of clcmcnts’ in Ihc vector; 
the L acl.ing monadic:nll~ on the scalar 11. gives a vector of ~11 the 
intcgcrs from 1 to W; the comma catcnatcs the intcgcr 0 with 
the vector ~lv.) 

Let us now sct.asidc the letter 1 to 1~ a global variable which 
will contain any desired interest rate. The following one-line 
program may now be written for the present-value function v’: 

v Zt yx s 

Ill zt+ (1+1)*X, 

V 

(The APL operator * raises (1 + I) to the power of X; the 
operator + acting monadically gives the reciprocal.) 

Now \vc arc in a position to write nnothcr one-lint program to 
create i~.orle imfmclion the con~plc~e table ol values .of the 
commutation function D,: 

[l] TA BDX t TABLX X VX XR 

Another two or three minutes of simI)lcprogr:tmming gives US the 
facility to product abl fhc commutation function t:~blcs (or vec- 
tors) on the basis WC bavc sclcctcd; for cs~mplc, w\‘c: might crcatc 
TA B11rl.Y xi follows: 

[ 11 T/I I?MS t (TABNX X VX 1) - 1 1 TABA’X , 0 

Again WC crcatc simultnncousl$, for all values of X, V~~UCS of 
M, = VA’, - !V=+l. (The APL operator I. is used to drop any 
number of elements from il vector.) 

Perhaps one of Al’L’s striking fcnturcs is, alrcndy cvidcnt in 
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Ihcsc simljlc pro~.r;tmmin~ inslruclicms: lhc user is never con- 
ccrnctl with the normal spccific;ltion prol~lcms associatccl with 

a 
ramming, such as size, format, atltlrcssing, and ~hc like. 
is all h;tndlcd by the APL operating s~xtcm ilt the time a 

named variable is given value during csecu~ion. 

In the ACT system the simple programs tlcscribed above have 
been grouped together as a set of initialization functions, using 
appropriate names (CT/IBDX to create TABDX, and so on). 
‘J’he only dat;r stored arc mortalily data, consisting of a library 
(MORTABS) of I’, vectors covering all the mortality tables in 
common use, which involves, surprisingly, ;tn insignificant 
:rmount of storage space. APL lil&rries may bc -:rcccsscd by a 
single instruction, so that the user now can sit down at his 
computer terminx’l and, after signing onto the system, esccutc in 
order, say, 

)COl’Y MORTABS MSKSO 
CTABLX 
/ t 32.5 
CTA BDX 
CTABNX 
CTABSX 
CTABCX 
CTABMX 
CTABRX 

He now has nvnil~rblc all the commutation values on the 1958 
CSO M;rlc ‘J’ablc at 2.; per cent-the whole l~r~cess taking onl). 
a CM seconds. c page DezdopnzenL 

So far, so good-hut ncit really rcvolutionnry. I :m sure almost 
every programmin;: language in esistcncc has been used time and 
time again to crcatc commutation function values in many dif- 
ferent ways. What advantage does APL h;lvc over any other 
language or system? 

First, because of the cstrcme conciscncss of the AZ’L language 
and the range of powerful SyJnbOliC rmthcm:itical opxtors 

available, we can achieve a f;mLastic degree of progran!ming 
brevity and clarity. Second, anyone should bc able to :rssimilate 
enough knowlcdgc of the APL system and language in less than 
an hour to begin. to make use of its essential fc:lturcs, so th;tt 
perhaps WC: can dispense with the communication problems as- 
sociatcd with using the services of intermediary programmers. 

But WC have gained much more. Let us look nay at another 
feature of APL-that which ;dlows us to USC the results of the 
above iniMization procedures to develop a true actuarial 
programming lan~~lage. Having created vectors, or arrays, in our 
APL workspace, we have the facility to select one or more of the 
v;:lucs which they contain by :L process knows as indesing. ‘JIus, 

if we wish to obtain the value of Do from our vector TABDX, we 
need to enter TABDX[l]. The values of Do, Dbo, D65 could be 
obtained simultxncously by entering TABDX[l 51 661. 

\Vh,: not, therefore, write n smell program with the name D, 3s 

vZCDX 

!‘I Zt TABDX[X + l] 

V 

Now WC can ob!ain the values of Do, DsO, DGL by cntcring D 0 50 
65, or WC could specify the par;u-nctcr S, that is, X e 0 50 65, 
and simply enter D X. In another thirt!* seconds, five mnrc 
programs will be added to our Innguagc; of course, the rcadtr will 
have guessed their names; hi, S, C, M, R. Now that we have 
started the snowball rolling, the only question is whcrc to stop. 

Let us quickly write two more macro functions for the ACT 
language: 

an d 
[l], Zt(NX)+DX 

[l] Zt(M X)+ D X 

Of course, we immediately recognize the results these programs 
will give, namely, ii, and A,. If, for example, we set the execution 
parameter X to be a whole range of values, then we would gel 
the whole corresponding range of annuity values or net single 
premiums returned sintulianeously. Now, that’s performance! 

How do WC csecute those program lines? Shall we call them 
I’ROGRAMl, PROGRAM2? Obviously not. \Ve must turn our 
attention to the notation to be used in developing the language: 
what names shall WC give to the macro functions for actuarial 
values? Obviously, writing the programs is easy, now we have 
a problem worthy of a little thought. 

Nolation 
The development of the ACT notation was necessarily geared 

to the prcscnt unique terminal keyboard ‘design developed for 
APL. This design, in order to incorporate the range of symbolic 
mathematical operators required, dots not USC lowercase letters. 
Accordingly, all of the macro function names in ACT are built 
using uppercase letters (and numerals where order of contingcn- 
ties requires indication), either singly or in combination, as com- 
ponents. All of the macro functions are “notationally” self- 
clocumcnting, not only in their one-to-one correspondence to the 
equivalent actuarial publication notation as it now exists but also 
in terms of indicating the execution parameters required and 
their relative positions in relation to the function name. 

Each function name can consist of the following elements in 
some combination: (a) PRE-PARAMETERS, (b) PRE-OPERATORS, 

(c) ROOT, (d) POST-OPERATORS, and (e) POST-PARAMETERS. As 
mentioned above, only uppercase letters (and numerals) are used 
to &fine al/ ROOTS,OPERATORS, and PAH.-\METERS. Thisapparent 
restriction turned out to be an immense advantage as the Ian- 
gungc notation developed, since it esercised a controlling in- 
fluence enforcing estreme simplicity and consistency. As a result 
the ACT language notation possesses characteristics that might 
bc considered desirable in a standard international programming 
notation for actuarial work. In fact, the notation is being con- 
sidered in this light by working groups of the Committees on 
Research for both the Society and the Institute of Actuaries in 
England. Unfortunately, space does not permit a lengthy descrip- 
tion of the notation development, but hopefully the following 
simple csamples covering several groups of functions will 
establish the basic principles involved. 

The following “language elements” are used to form the 
macro names for various annuity functions. 

- ---__ 
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U) PRE-PARAbIETERS: 

DT : t( Deferred period 

PRE-OPERATORS: 

D :D Decreasing 
Z : I Increasing 

C) ROOTS: 

AN : a Annuity 
AC : s Accumulation 

d) POST-OPERATORS: 

‘D :- Due 

e) POST-PAKAMF:TERS: 

x :z Age 

N : 1z (or 1) Duration 
M : (4 Frequency of payment 

/ 
The principles adopted in combining “language elements” to 

form macro function names will be evident from a brief study of 
the following examples. 

ANX : (I, 

ANXh’ : a,:” -I 

ANXM h) : a, 

AhrDX . : a, 

‘ANDXN . 
: az., .l 

A NDXM : I!$‘“) 

ANDXhrM : ti$f 

ACDXN : $:;;I 

DTA hTX 

DTANXN 

DTANXM 

DTANXNM 

DA NXN 

DANXNM 

ZANX 

IANXN 

DTANDX : 1 

DTANDXN : L 

DTANDXM : , 

DTAII’DXNM : L 

I’ 
I’ 

0.4 h’ DX’N : (Dii)z:;;l 

DAMDXNM : (Dti)zf 

IANXM : (Ia)‘,“” 

IANXNM : (fa>E$ 

While the pattern of development should be clear from these 
esamples, perhaps some of the advantages are also evident. M’ith 
the complete removal of notation devices such as brackqts, 
colons, and other symboi,s, the more complicated actuarial cs- 
pressions actually involve fewer characters. Also, the notation 
becomes applicable to other programming language bases, where 
often such symbols have been assigned specific. meanings. 

at 
first sight the ACT names appear to be just a meaningless 

j e of letters, but very quickly the eye adjusts to the format 
and one can virtually “read” the function names-for csample, 
DANDXNM: a decreasing annuity-due to z for fz periods 
payable tn’thly. Of ,course the converse “translation” also holds, 

in that one can, almost without thinking, construct the A(:T 
function name for a.ny given actuarial espression. 

Also, as mcniioned before, the fact that the function names 
indicate not only the esecution parameters required but also 
their relative positions is a distinct advantage; for esample, the 
value of 51 &y& would be obtained by esecuting the dyadic 
function DTAh~DXNM as follows: 5 DTANDXhlM 40 25 12. 

Assura~zce Functions 

A few more esnmples selected from various catagories of as- 
surance functions mny serve to emphasize the essential char- 
acteristic of the notation development; namely, the consistent 
paLterns adopted in combining language elements. First, a few 
additional elements must be defined. 

U) PRE-PARAMETERS: 

T : b. Duration of limited premium-paying period 
(premium functions) 

N : IZ Duration of limited premium-paying period 
(other than premium functions) 

b) PKE-OPI:KATOKS: 

M :- Medial 

C) ROOTS: 

A : A Net single premium 
Al’ ‘: 1’ Net annual prqiium 
V : v ‘Terminal reserve 
cv : cv Cash Salue 
w : IV Paid-up amount 

d) POST-OPERATOR : 

A : A Adjusted (premium) 

Selecting some esamples at random from the comprehensive 
set of single-life assurance functions already available in ACT, 
we hvc: 

AX 

.4X1\’ 

DTA X 

APX 

TAPXl A; 

dl’AX 

1’VXlN 

TM VX 

TCVXNl 

T H’X 

: A, 

: Al,;;1 

: tIA, 

: l’, 

: PI 1 z:J 

: P,” 

: VI 
1 I:3 

- V t-1/2 I 

: tcvz:il 

: “YZ 

AX1hT 

AXNl 

DAXlN 

Al’X N.M 

TAPXM 

TAPAXN 

NT VXNI 

NTM VXN 

NTC VX 

h’TlYXN 

: *::, 

: 4:: 

: (DA):,J 

: P;$ 

P (ml : lr. 

. PA1 t z:n 

: : Cl 

: L--I,;vr:;;l 

: :cvz 

: :cl 

_ __ -_.. _ - - - - . -.-_ ---- - - ., 



Fin:tll!., it is worth repeating that, if the csccution p;brnmetcrs 
o any ACT function arc set to be compatible ranges of vdues, 

& 
orresponding complete range of results will be returned 

5 ultnncously. 

Future Exfensioxs 
The basic portions of the ACT language which have already 

been implen~ented are concerned primarily with single-life an- 
nuity and assurance functions using ultimate mortality. Other 
features available are sets of pure interest filnctions, mortality 
functions, and valuation functidns, together with the facility to 
use projected mortality,and interest rates varying with duration. 

The basic work necessary to extend the ACT language to use 
select mortality has also been completed. The notation adopted 
to indicate the use of select mortality makes use of another 
feature of APL, namely, the facility to underscore any letter of 

the alph~~l~ct, t.hc resulting composite symbol being treated as 
uniclue. Thus, while WC’ would have 1, written as LX in the ACT 
notation, the expression 1 [I +l becomes simply f.x. This beauti- 1 
fully simple device (admittedly artificial and unique at present to 
an APL implementation of the notation) preserves the one-to- 
one correspondence of the programming and publication nota- 
tions as already described, at the same time indicating the use of 
select mortality. The basic indexing procedures are easily de- 
rived, interpreting the ,X parameter as. a vector of (xi, li) ele- 
ments and operating on tables which are now partly matrices. 

Future estensionsto the iticorporation of multilife functions 
and multiple decrement functions and to areas such as group and 
health insurance arc more than feasible. While the notation de- 
velopment will follow naturally from the guidelines already 
established, the programming of the macro functions desired will 
be greatly facilitnied by APL’s unique handling of arrays. 

Editor’s Note:- Mr. Janiieson is a studeut of the Society, and he very kindly resporlded to our irtvitatiou to tell US about ACT, a 
ueul programming language which he developeh. 

Keynes and Inflation 
(Conlinued jrom pge 1) 

den forces of economic law on the 
side of destruction, and does it in 
a manner which not one man in a 
million is able to diagnose . . .” 

The book made Keynes’ name famous. 
ter 

j 

five years Germany obtained far 
re lenient terms, but in the long 

rawn out agony of those five years the 
value of the German mark was reduced 
to zero and brought on Hitler and World 
War 11. I have met some who treat this 
German experience of inflation as a myth 
of little bearing on present day affairs. 

Keynes was consultant to the British 
Treasury throughout World War II, 
making six journeys to the United States 
in connection with financial matters of 
the greatest importance; his peerage, 
awarded in 194.2, was for this public 
service. 

In May and June 1971 the Canadian 
Senate had a Committee on National 
Finunce examining economic trends. 
Thirty briefs were submitted by leading 
experts from the United States, Canada, 
Britain, Germany, and Japan; the result 
was 30 individual viewpoints. The aca- 
demic economists argued, generally, that 
control of prices and wages would be 
ineffective and difficult to administer. A 
concluding comment by the Governor 
of the Bank of Canada was: “. . . eco- 
nomics is not yet and probably never 

0 
,ill completely he an esnct science.” One 

,,rofessor of economics (Chicago and 
London School of Economics) is quoted 
as stating that a more or less steady rate 
of inflation of 15-30s or more can 
be tolerated. After all, some South Amer- 

ican counlries experience this and sur- 
vive! The average annual rale of clepre- 
ciation of money in the ten ycnrs 1960- 
1970 in Argentina was 17.5%; in Bra- 
zil 30.6%. 

The serious point is that the rate of 
depreciation of money is quickening in 
many countries: in the U.S. during the 
first half of the 196Os, the dollar lost 
onlv Go/o of its buying power, whereas 
du;ingr the Ee:ond hall of that rlcc~le it 
lost 195:: ~1 ::s do-3estic. value. 111 most 
countries ;Q70 was definiteI\- lcorse Ihan 
the average for the decade j.QGO-70, and 
in many countries 1971 is worse than 
1970. The historical desetopmenl of this 
trend is important in watching develop- 
ments arising from President Nixon’s 
move. 

In the 1920s in England prices were 
falling, unemployment was severe; the 
government followed a policy of deiln- 
lion to restore the Gold Slandard, which 
it did in 1325 al the pre-war parity. As 
a result, the large coal export trade suf- 
fered, millers wages were cut followed 
by a coal miners strike and a general 
strike. In 1923 Keynes had published A 
Tract on. /lfonetary Reform which would 
contradict the charge Lhat he was a con- 
genital inflationist. He stresses the neces- 
sity for a stable value of money and 
challenged the role of the Gold Standard 
in providing stable prices and stable 
rates of exchange. As stated, his views 
were ignored. Keynes continued to at- 
tack the classical economic theory that 
the trade cycle was the automatic con- 
trol of the economic system; that gov- 
ernments should not interfere and wages 
and prices and unemployment would all 
adjust themselves-Znissez faire; theGold 

Standard was part of this system. Key- 
nes wanted government direction of the 
economy, not laissez jaire. 

During the 1920s other countries were 
prospering. In the United States the gen- 
eral well-being led to the boom when 
people would borrow at any rale of in- 
terest to buy shares or increase money- 
making facilities in an increasing pros- 
perity which would go on forever! The 
crash came in October 1929 and not 
only ruined many Americans bul spread 
ripples of disaster over the entire world. 
By 1932 the value of world trade had 
fallen to one-third of the 1929 level and 
unemployment was calamitous-in the 
U.S. about 25% and in Britain 22%. 
The. situation was exlremely grave in 
Britain with a serious outflow of gold, 
and in September 1931 Britain left the 
Gold Standard. Keynes’ advice had been 
ignored and it was reatized what a dis- 
astrous mistake had been made. 

A Commission appointed by the La- 
hour Government in Britain to advise 
on government policy reported in 1931. 
It recommended increases in taxation, 
drastic cuts in government expenditures 
such as unemployment benefits and civil 
service salaries. The whole point was to 
,net a balanced budget. It was the reverse 
of what Keynes had been urging. Keynes 
referred to this May report as “The most 
foolish document I have ever had the 
misfortune to read.” May was an actuary 
in the service of the Prudential of Eng- 
land, who made his way to the top 
through the investment side and for 
his public service was awarded a knight- 
hood, then a baronetcy and finally a 
peerage. Is he the only actuary to have 

(Confinned on page 7) 
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Keynes and Inflation 
(Continued from page 6) 

become “My lord”? One should 
realize the extraordinary times in which 
Keynes worked and the acute problems 
for which he sought to find answers. 

President Roosevelt in his 1932 elec- 
tion campaign made a strong commit- 
ment to have a balanced budget and re- 
duce government expenditure and began 
his Presidency with an economy drive 
and a slash in public pay. This was he- 
fore the inauguration of the New Deal 
in 1933. 

In 1936 Keynes published The Gener- 
al Theory of Employment, Interest and 
Money. It has been described as one of 
history’s major intellectual achivements 
and largely revolutionized economic the- 
ory. It is basically an analysis in terms 
of fundamental economic principles of 
the causes of unemployment. It was ad- 
dressed to his professional colleagues 
and is a diflicult book to read. Keynes 
sought to show governments how, by 
controlling the level of demand, they 
could ensure “full employment.” This 
may be defined as when reasonably effi- 
cient workers willing to work at current 

!ak 
/ iling wage-rates do not find them- 
s unemployed as a result of too 

little demand. 
h:e!;ncs \V:IS confident that by gov- 

ernrnerll action one could cure the great 
social evils of unemployment and pover- 
ty without lhe allernative of state social- 
ism. In the years since Keynes outlined 
his theories the very success of the nc- 
tion has created conditions from which 
has sprung another problem: rising 
prices, against which the action is largel) 
ineffective. Apart from the problem of 
controlling demand, there are the prob- 
lems of lahour union power challenging 
that of manqement and the state, profit 
levels in industry, and prices set by huge 
concerns which dominate an industry 
and are in effect a monopoly although 
subject to anti-trust laws. Any govern- 
ment attempt to control these factors is 
called a “Prices and Incomes Policy.” 

One may ask what Keynes had to say 
about these emerging problems, particu- 
larly rising p rices and inflation. 

1 n 1937 Keynes sufered a severe heart 
attack. When war broke out in 1939 he 
1 ttached as a consultant to the Bri- 
m ti reasury, which used him as an 

emissary to the United States in the 
many financial problems arising out of 
armament purchases and war finance. 

. . ._ -.-.. -- - 

Actuarial Meetings 
Feb. 15, Actuaries Club of 

Philadelphia 
Feb. 15, Chicago Actuarial Club 
Feb. 16, Seattle Actuarial Club 
Feb. 16, Nebraska Actuaries Club 
Feb. 16, Actuaries Club of Des 

Moines 
Mar. 9, Baltimore Actuaries Club 
Mar. 15, Actuaries’ Club of Des 

Moines 
Mar. 15, Seattle Actuarial Club; 

Portland Actuarial Club (Oregon) 
Mar. 20, Chicago Actuarial Club 
Mar. 22, Nebraska Actuaries Club, 

Omaha 
Mar. 28, Actuaries Club of Hartford 

Keynes was a man who got involved in 
a multitude of tasks little related to those 
mentioned here. He was a master of de- 
tail and took charge of most operations 
with which he was connected. One is as- 
tonished at the burdens permitted to fall 
on the shoulders of a man subject to re- 
current heart attacks. After the war end- 
ed (1915) he was the emissary nrrang- 
ing a major loan from the United States 
to restore Britain’s shattered finances. 
He died early in 294,6. Lord Keynes’ 
reputation as one of the greatest Eng- 
lishmen of his age has increased as the 
years have passed. The world has been 
moving Keynes’ way. 

The question arises what would Key- 
nes have done facing the problems of 
our day. He believed that the state would 
have to intervene at many points, yet 
he was essentially, an individualist. Pres- 
ident Nixon is preparing to face a major 
world problem and it is to be hoped that 
he will succeed. Inflation is destructive 
of saving-in particular of long-term 
saving; life insurance and pensions are 
particularly vulnerable. 0 

SOCIAL SECURITY NOTES 
Alarice C. Hart and Jane I!!. Ceccurelli.- 
“History oj the Provisions oj Old-Age, Surui- 
uors, Disability, and Health Insurarrce.” Social Security Administration, June 1971. 

This lo-page booklet traces major legis- 
lation for the OASDHI system from 
1935 to the present replacing legislative 
histories published earlier. The arrnnge- 
ment is by topic. The section about the 
benefit formula gives by implication the 
rationale for the seemingly clumsy for- 
mula now in e5ect. 

Free copies may be obtained jrom 
the Office of the Actuary, Soci.111 Security 
ddministmtion, E’aslrington, D.C. 20201. 
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Georgia State 
(Continued jrom page 1) 

terial included in the first three Society 
examinations. 

An exceptional high school graduate 
could pass Part 1 as a freshman and thus 
be able to complete the courses in life 
contingencies as an undergraduate. Most 
students, however, do not attempt Part I 
until sophomore year and, take the prob- 
ability and statistics courses as juniors 
and the numerical analysis, interest 
theory courses as seniors. 

The candidate for the Master of Actu- 
arial Science degree completes courses in 
life contingencies, graduation, demogra- 
phy, construction of tables, and admInis- 
trative practices, and several elective 
courses from areas such as social insur- 
ance, group insurance, pensions, life in- 
surance accounting, operations research, 
and insurance law. In addition, the Mas- 
ter’s candidate takes an actuarial science 
seminar course in which he makes an 
in-depth study of some actuarial topic 
included on the Fellowship Examination 
syllabus. 

Actuarial science is one of the fields 
of study which may be chosen by a can- 
didate for the degree of Doctor of Phil- 
osophy in Business Administration (Ph. 
D.) or Doctor of Business Administra- 
tion degree (D.B.A.) . 

Georgia State also conducts actuarial 
seminars at various times during the 
year for Parts 1 through 7. These semi- 
nars have helped actuarial students who 
have been preparing through self-study 
while engaged in full-time employment. 
Advance testing permits the student and 
his employer to assess his readiness to 
benefit from the seminar, as the seminar 
can do no more than help with the etu- 
dent’s final preparation. Marginally pre- 
pared students are discouraged from at- 
tending. During the last six years, more 
than 170 students have been successful 
on actuarial exams taken immediately 
after attending a preparatory seminar at 
Georgia State. 

Persons desiring further information 
may contact Robert \I!. Batten, Depart- 
ment of Insurance, Georgia State Uni- 
versity, 33 Gilmer Street, S.E., Atlanta, 
Georiia 30303. 0 

ERRATUM - 

0 n page 1, third column, 1st para- 

graph, mispelling of Cincinnati. 

Our apologies, 
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Consumerism in Cincinnati 
(Conlinued jronr ,,age I ) 

also pointed towards need for reform 
credit life insurance, and suggested 

the life insurance industry never made a 
I 

suficient push for highway safety. 

The second question related to the ac- 
curacy and completeness of information 
received by consumers on insurance. Mr. 
Gustafson pointed out that disclosure of 
premiums, benefits, cash values, and il- 
lustrative dividends, is complete price dis- 
closure, but that the crv is for a com- 
parison of “worth,” whjch goes beyond 
simple price disclosure. Professor Yousri 
pointed out that the prospect does not 
know the expenses and commission 
charges levied against his policy. He 
posed the questi& “Should he know??” 

Director DeShelter said the answer to 
the problem can be found only by in- 
vestigating individual transactions. The 
consumer is vulnerable because his onl) 
reference background in making an’ in- 
telligent decision comes from the agent. 
Hidden differential commission rates 
make the prospect even more vulnerable. 
Judge DeShelter critized agents’ business 
cards \\.hich do not use the word insur- 

.e. 

a 

I-lc spoke to the problem of I~~lnnc- 
i protection of a vulnerable coIlsumer 

vs. the buyer’s responsibility to make 
his own decision. 

Professor Yousri felt that the industr) 
could improve its consumer relationships 
b y presenting a more confident image on 

campus through better c1ualifie.d recruit- 
ers and better qualified agents. He also 
proposed policies linked with equity or 
property investments. 

Mr. DeShelter asked that we hear the 
call of consumerism and the public, and 

that we work to improve the health de- 
livery system. The industry should devel- 
op hetter ethical standards, he said. Al- 
tht1u;h current investigations in Ohio 
center around agents, many of the pat- 
terns coming to light are obviously set 
in corporate ofices, he maintained 

Mr. Custafson questionecl the real-life 
practicality in the past of insurance 
companies bringing pressures against 
medical costs. He also reviewed the in- 
surance industry’s Urban InvestmentPro- 
gram, which involved 10% of cash flow 
(certainly not tokenism), but proved to 

c 
pcnnuts lrom the national viewpoint. 
thought that much of the improve- 

ment of relationships with the pub!ic 
would have to come through local corpo- 
rate citizenship. cl 

_ _ _____ COMMITTEE CHAIRMEN: JANUARY 1972 
We are glad to provide an up-to-date list of chairmen of committees in advance of 
publictition of the Year 13ook. New chairmen are indicated by an asterisk. 

Stnnding Committees 
Advisory Committee on Eclucation and Esaminations 

Continuing Education 

jcooperate with Governmental 
Demographic and Statistical Agencies 

Education and Examination 

Elections (a) 

Fields of Activity 

Investments 

Mortality and Morbidity Among Lives 
Individually Insured 

Mortality under Ordinary Insurances and Annuities 
Experience under Individual Health Insurance 
Aviation 
Liaison with Assn. of Life Insurance 

Medical Directors 
Mortality and Morbidity under Group and 

Self-Administered Plans 
Group Life and Health Insurance 
Group Annuities 
Self-Administered Retirement Plans 

Papers 
P ensions (b) 
Press 
Professional Conduct 
PIIIII~C Relations 

Relations with Colleges and Universities 
National Science Foundation Summer Institutes 

Research 
Review 
Standard Notation and Nomenclature 
Editorial Board for The Actuary 
Editorial Board for Transnctions 

Speck1 Commillecs 
TConsider Providing Career Consultation 
TEsplore Details of Alternate Route 

Professional Development 
Study Educational Facilities for Actuaries 
Study Relations Between Society and 

Local Actuarial Clubs 

tStudy Society Memorial Fund 

tNew committee. 

(a) Formerly the Nominating Committee. 

Chairman 
Paul T. Rotter 
Walter N. Miller” 

Walter Shur* 

John A. Fibiger” 

Ernest J. Moorhead* 

Anna M. Rappaport“ 

John T. Birkenshatv“ 

Joseph C. Sibigtroth” 
Charles A. Ormsby* 
Robert L. Whitney 
Donald J. van Keuren 
Edward A. Lew” 

Richard H. Hoffman 
Burton E. Burton 
Robert F. Link 
Arthur F. Parry 
\Villiam B. Laugh 
James A. Attrvood* 
Walter S. Rugland” 
Kenneth H. ROSS* 
Herbert J. Boothroyd 
Russell H. Smith, Jr. 
Benjamin R. \Vhiteley” 
Cecil J. Nesbitt” 
John H. Biggs’ 
John M. Boermeester 
Andrew C. Webster 
Floyd T. Beaslej 

Wendell A. hlilliman’ 
Harry D. Garber’ 
Paul A. Campbell 
Robert C. Winters 
Walter S. Dewar* 

Morton A. LairdO 

(b) Formerly Special Committee to Study Pension Plan Problems. 

Social Security Note 
Daniel F. Drennan. Occrcparionol Dijjerence in 
Separation Rates for Railroad Vorkers, 1965. 
68, RR13 Actuarial Study No. 9, Railroatl Rc- 
tirelncnt Board, July 1971. 
This 39page booklet presents separa- 
tion rates by occupational group using 
nine occupational groupings and also 

rates for two supergroups, that is: all 
operating employees and all nonoperat- 

ing employees. The rates given are those 
pertaining to nondisability retirement, 
disability retirement, final withdrawal 
before retirement, and death while in 
active service. The study gives age dis- 
tributions and service information. 

(Free copies 771uy be obtained jrom the 
Ofjice of the Chief Acturrry, Railrood 
Retirement Bonrd, Chicago, Ill. 60611). 


