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TOO MANY OLD PEOPLE? 

by Arthur Pedoe 

"The United States has a new Federal Agency 
for old people, the National Institute on Aging, 
a reflection of an inexorable demographic 
trend that is altering the nature of America's 
population." 

New York Times, October 24, 1976 

We are here concerned with people aged 
65 and over. They are receiving a great 
deal of attention these days and many 
newspaper items in the United States, 
Canada and Britain, referring to them, 
are of particular interest to actuaries. 

 Many angry letters were addressed to 
e London newspapers when at a con- 

ference there a doctor stated that people 
over 65 should live more dangerously 
and not coddle themsdves so that there 
would be fewer of them! The speaker 
was Sir Richard Doll, M.D,, F.R.S., 
Regius Professor oi Medicine at Oxiord, 
who had received a United Nations 
award for cancer research in 1962. 

Curiously, a former Ptegius Professor 
of Medicine, some years .ago, gained un- 
favourable publicity by a similar state- 
ment - -  Chloroform at 60! This was 
Sir William Osier who had done much 
to raise the standard of medicine in the 
United States while at the Johns Hop- 
kins Medical School. 

An article in the New York Times 
(Jan. 12, 1975), "The Scandal of Care 
for the Old," refers to the failure of pub- 
lic policy in nursing home care in the 
United States. Governor Carey has start- 
ed two broad investigations into the N.Y. 
State nursing home industry following 
a series of charges of fraud, abuse of 

~l 
tients, and political protection. Medi- 
id in the U.S. has burgeoned to a 
0-billion a year industry: "a bonanza 

for alert entrepreneurs." 
The increasing demands of older 

(Continued on page 7) 

To All  Our  Readers ,  

A H a p p y  New Year !  

The  Edi tors  

INTERNATIONAL CONGRESS 
IN JAPAN 

by Laurence E. Coward 

No country in the world has a higher 
reputation for hospitality and efficiency 
than Japan. Those of us who attended 
the 20th International Congress of Actu- 
aries held in Tokyo from Oct. 25 to 
Nov. 1, 1976,including about 120 United 
States actuaries and 40 Canadian actu- 
aries and their "accompanying persons", 
had a fine opportunity to observe and 
enjoy these qualities. We were received 
with the utmost kindness and could not 
fail to be impressed by the excellence of 
the arrangements made for our conven- 
ience and pleasure by our Japanese hosts. 

At the opening meeting at the Takara- 
zuka Theatre we were greatly honoured 
by the presence of His Imperial High- 
ness the Crown Prince and the Crown 
Princess of Japan. The Crown Prince, 
the Minister of Finance, and the Presi- 
dent of the Congress gave speeches of 
greeting in Japanese - -  they were brief 
and printed translations were provided. 
We were entertained by a performance 
of kotos, a type of Japanese harp. To 
conclude, the Tokyo Symphony Orches- 
tra showed its virtuosity by playing an 
exciting modern Japanese composition. 

The business sections at.such a large 
international meeting are bound t o b e  

. ,(Continued on page 3) 

ACTUARIES ARE NOT 
FOR THE BIRDS 

by Don Rholl, M.A.A.A. 

Note: We are indebted to Mr. Rholl and 
to Milliman & Robertson, Inc. ]or per- 
mission to reprint this article which ap- 
peared in the M & R Management Report. 

Once upon a time there was a large 
wooded area that covered many acres. 
It was a favorite place for certain birds 
to live because there were so many 
worms and insects living there. And, of 
course, one of the most important jobs 
of birds is to keep the worm and insect 
problem under control. 

Over the years, four distinct types of 
birds had come to inhabit the woods. 
There was the soabird, the fratbird, the 
casbird and the conbird. In these woods 
each type of bird was able to find the 
insects and worms that were suitable to 
it. None of the types could handle all 
the problems of all the different insects 
and worms, although some did try. As 
time passed, however, the birds learned 
to respect the fact that each bird had 
developed certain specialties and they 
tended to migrate to areas where they 
could use their specialties. As a result, 
each type of bird grew in numbers and 
all types prospered. 

Even though the birds recognized their 
individual strengths and weaknesses, the 
caretaker of the woods came to them 
with a problem. Apparently the residents 
who needed the services of the birds 
really didn't know which bird to call on 
for a particular problem because they 
were confused about the birds' special- 
ties and whether or not they really were 
qualified for serving! 

Well! You can imagine the chagrin 
of the birds. After all, wasn't each mem- 
ber of each bird type qualified to per- 

(Continued on page 7) 
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EDITORIAL 

A LL members of the Society will have by this time received the 1976 Annual 
Meeting Report‘ and will be ‘aware of both the ARC proposal of the Wooddy 

Committee and the fact that it has been endorsed as a basis for negotiation with other 
bodies by the Board of Governors. In view of that, it is perhaps not surprising that 
it is difficult to satisfy Andy Webster’s demand for an editorial from the President 
without discussing reorganization. However, it should be recognized that wh,at follows 
is solely the opinion of one actuary and not that of the Society. 

A number of reasons, all valid, havt been advanced for reorganization, including 
overlapping meetings and duplication of committee effort. Nevertheless, the sole reason 
important enough for us to consider reorganization seriously is, in my opinion, to 
achieve.public recognition. If that can be achieved at all, a unified body would be 
more effytive than six organizations operating separately. 

For well over half a century, the Society and its progenitors have had one of the 
most rigorous standards of qualification of any profession. In spite of that, outside 
the narrow circles of life insurance companies and members of our own profession, 
the public neither seeks nor appreciates the values of our professional opinions. 

If we are to receive greater public recognition, we must recognize &hat is involved. 
Those professions and trades which enjoy exclusive rights to practice .within their 
fields all owe their power to the blessin g of some branch of the government, and that 
governtiental body inevitably demands some degree bf control over the examination 
system that leads to its license -,witness the examinations for the enrolled actuary. 
Further, at !etist today, for such a license to be given by the government there must 
be convincing proof that it is the public and ‘not the profession that will benefit. 
Howeyfr stfdng. our case, it will require a far more widespread, sophisticated and 
expensive campaign to persuade ‘governing bodies’ of that fact than has ever been 
mounted, or even contemplated by the profession.’ 

.; . ..I. ; ., 
The problems! f, o reorganization have been with us since well before the cstab- 

lishment of&.Acadkmy. Let US all hope that they can be solved to the lasting benefit 
of the t*ul$“piofessio’nal adfuary - whatever his field- - despite the continued 
existence of truly ‘for&dable obstadles. 1 ,’ .’ ,,, 

,: . . . . I: ,, :* &&rt T. Jackson 

LETTERS, '- 

Actuarial Responsibilities 

Sir: 

Recent discussions of the Guides to Pro- 
fessional Conduct and of the need for 
disciplinary procedures have raised some 
disturbing thoughts in my mind. These 
have been amplified by concurrent dis- 
cussions of whether actuaries can - or 
even should - express opinions on mat- 
ters involving actuarial concepts and 
affecting our whole social and economic 
fabric. 

Have actuaries lost their sense of 
responsibility - and responsibility to 
whom? Maybe I’m getting old, and times 
do change, but I’m afraid they don’t 
always change for the better. Unless my 
memory fails me, not too many decades 
ago actuaries had no need to debate 
whether they had a responsibility and 
to whom. We just naturally knew that 
our responsibility was ,to the people who 
depended on us - whether they knew it 
or not - to make sure that the benefits 
they had been promised would, in fat- 
be paid to them in their old age, or to 
their b&neEaries after their death. 

And we had no hesitation about speak- 
ing out if we saw anything that threat- 
ened those promises. 

We didn’t worry about our own sensi- 
bilities or quible over whether our re- 
sponsibility was to our “client or em- 
ployer,” Our respdnsibility went far be- 
yond them to the people who trusted us, 
as well as those who hired us. This is far 
more specific than references to an 
amorphous “public.” 

Why is our profession so afraid to 
come out with strong statements riot 
watered down to accommodate the most 
timorous - on such publicly demoraliz- 
ing issue3 as’the effect of inflation on 
,actu&rial reserves .atid the people’s fu- 
ture, or the serious economic and moral 
problems involved in. deferring pension 
costs to future gencratibns -“as our 
politicians defer the costs of “social” 
problems that should. properly be face&, 
today? How many of ushave joined t! 
politicians” who can’t ‘see .beyond the- 
next election and the-businessmen who 
,can’t see beyond the next balance slieet? 

(Continued’on.page 4) 
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a nternational Congress 
(Continued jrom page 1) 

rather formal and slow moving. Advance 
planning is essential, so there is little 
opportunity for surprise or for sponta- 
neous repartee. Speakers, after giving 
advance notice of their desire to speak, 
must come to the microphone and speak 
fairly slowly since simultaneous trans- 
lation is provided, the o5cial languages 
being Japanese, English, French and 
German. All this takes time and it also 
takes time to get 1.400 actuaries into and 
out of the meeting for a coffee break. 

In spite of this inevitable formality, 
the Congress is very interesting and well 
worthwhile. Here are presented tlational 
reports on matters of actuarial concern 
from 25 countries. Here are presented 
comments on 128 well prepared papers 
on the four official subjects of the Con- 
gress, that is, Standards for Premium 
Rating, Mortality Rates, Private Pen- 
sion Schemes, and Mathematical Re- 
searches on Insurance Company Man- 
agement. Here is a unique opportunity 
to learn from other countries on matters 

e 
insurance practices, social security, 

nd professional organization. World 
wide, actuaries are concerned about 
the effects of inflation, government inter- 
vention and consumerism on their busi- 

For many actuaries the greatest value 
of the Congress is in making contacts 
outside the o5cial meetings, that is in 
renewing old acquaintances from foreign 
countries, making new ones, exchanging 
information and discussing problems of 
common concern. 

It is hard and perhaps unfair to select 
one item for mention from so many ex- 
cellent papers. However, I was especially 
interested in “A Historical Review of the 
Longevity of the Human Beings” pre- 
sented by Mr. Hishinuma, President of 
the Institute of Actuaries of Japan. He 
quotes statistics bearing on human mor- 
tality in the Stone Age, the Roman Era 
and on through the Medieval Ages to 
modern times. He attempts to estimate 
the ultimate life span of the human race, 
and suggests a possible life expectancy 

f- 77 for a male and 82 for a ‘female. 

Q, Japan is smaller than California and 
as a population five times as large. 

Four-fifths of the’ area is mountainous. 
Since the rest is densely populated, the 
Japanese have developed a remarkable 

discipline, cleanliness, and social cohe- 
sion. While everyday dress is western 
style, the kimono and sandals are often 
seen and women’s lib has a long way to 
go to reach even the supposedly unsatis- 
factory western standards. 

Prices of food in Japan are high. In 
the big hotels a cup of coffee or tea costs 
200 to 4,OO Yen (60# to $1.20) ; cocktails 
$3; and a good meal $10 to $20 before 
the wine. However, the complete absence 
of tipping whether for taxis, meals or 
other services is most refreshing. At the 
various receptions and dinners we tried 
our skill with chopsticks and sampled 
many Japanese delicacies. Sukiyaki and 
Tempura were popular, but Sushi was 
not to everyone’s taste. 

Thursday was free for various excur- 
sions by bus: to Nikko the famous 
shrine center; to Kamakura and Hakone, 
a volcano caldera; or to Fuji, the sacred 
mountain. The goddess of Mount Fuji 
was shy on the day of our visit and 
shrouded herself in cloud. In fact we ran 
into a snowstorm on the way up the 
mountains requiring the buses to put on 
chains in order to return on the icy 
roads. However, on most days we could 
get a distant but clear view of Fuji from 
the 17th floor of the Imperial Hotel. 

A visit to the Kabukiza Theatre was 
particularly memorable. Kabuki is a tra- 
ditional dramatic performance in which 
female characters are .always played 
by men. It features gorgeous costumes, 
elaborate makeup, singing, acting, and 
dancing to illustrate straightforward 
stories that are easy for westerners to 
appreciate and enjoy. 

Another memorable event was a recep- 
tion with varied entertainments at the 
Chinzanso gardens, where sake was drunk 
from little wooden boxes which many 
guests took home as souvenirs. We also 
remember the performance of the opera 
“Yuzuru”, a tender story with very beau- 
tiful scenery. 

We were amazed that many Japanese 
actuaries had been studying English for 
many months past in order to be able to 
converse with us for the one week of the 
Congress; This is an illustration of the 
great pains that were taken throughout 
to ensure that the Congress was a suc- 
cess. There was always someone ready 
with a smile and a bow to help solve any 
problem, reservations were always in 
order, and transportation was always 
waiting to take us to any function out- 

PENSIONS AND THE PUBLIC 
William C. Greenough and Francis P. King. 
Pension Plans and Public Policy, pp. 311. 
Columbia University Press, 1976, $15. 

by Stephen L. Brown’ 

Messrs. Grccnough and King bring a 
wealth of experience from their years 
at TIAA-CREF to this most lucid dis- 
cussion of the relationships between pub- 
lic policy, social security, and private 
and public pension plans. 

The book divides neatly into three 
main sections. The first five chapters are 
descriptive in nature, dealing with the 
history and current characteristics of 
public and private pension plans in the 
U.S. The second section focuses on three 
unportant areas requiring public policy 
decisions - vesting, financing, and in- 
come objectives. It is in these chapters 
that elements of controversy arise and 
in which the authors make some specific 
recommendations for the future. Finally, 
the book finishes with a interesting over- 
view of pension systems in a number of 
f oreign countries. 

The chapter which is perhaps the most 
striking in this excellent book deals with 
the financing (or, more accurately, the 
lack of financing) of public pension 
plans. While many have become aware 
of the social security financing problems, 
only recently has the extent of state and 
municipal financing problems become 
evident. Even less well known are the 
huge and growing liabilities being devel- 
oped by the civil service retirement sys- 
tem and the armed services pension sys- 
tem. When all these elements of the pub- 
lic pension scene are viewed together, it 
becomes clear that the combination of 
excessively generous plan provisions and 
insuflicient or no funding is not a viable 
situation in the long run. 

Books like “Pension Plans and Public 
Policy” represent one of the best me- 
thods of making large se,aents of socie- 
ty aware of the knotty problems and 
social policy questions inherent in the 
current U.S. pension structure. 

Note: A more, detailed review of this 
book will appear in the Transactions 0, 

side the hotel. Everything was under per-- 
feet control (except the weather). 

Our grateful thanks are due to the 
Committee of the Congress and in partic- 
ular to our Japanese ho& for a delight- 
ful and memorable experience. e 
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(Continued from page 2) 

Have we forgotten that we have one 
of the most sacred trusts of all - mak- 
ing sure that promises made now are 
kept many years in the future, many 
times for beneficiaries of people no long- 
er here to check up on us? 

Is this change in focus just an unfor- 
tunate side effect of the general decline 
of moral and intellectual standards in 
the country, or is it possibly due partly 
to the exponential growth in our num- 
bers? “Back in our day” most actuaries 
knew most other actuaries personally. 
We not only had our own standard to 
live up to, but we had the example of 
our truly great seniors and our peers. 
We knew they were watching us with a 
severe kindness and affection, and we 
wanted them to have a high opinion of 
us. We cared. We had pride in our pro- 
fession, and didn’t want to let it down. 
Are sheer numbers part of the problem? 

I am far from ashamed of my profes- 
sion, but I’m not so proud and exhilarat- 
ed as I once was to say “I am an actu- 
ary, ” although it is still my answer when 
anyone asks me what I “did for a liv- 
ing.” 

I’m old enough to know that there 
are usually more than two sides to every 
question, so I hope you dan find some 
way to use these remarks to start a dia- 
logue or multilogue and get other old- 
sters to reminisce and younger actuaries 
to declaim. It just might be healthy. 

Gilbert W. Fitzhugh 

l l . l 

Editor’s Note: The writer oj the 
following letter has had a wide 
company experience and most re- 
cently was, until his retirement,Chief 
Actuary in the Insurance Depart- 
ment of the State of Tennessee. The 
comments in the letter are his own 
aizd are derived from his personal 
experience. 

Sir : 

The letter by Ardian Gill in the Octo- 
ber issue shows the original and incisive 
thinking we have come to expect of him. 

The NAIC Task Force under John 
Montgomery, wrestling with the prob- 

lenis of getting sensible standards for 
valuation and minimum non-forfeiture 
values under modern economic condi- 
tions, is to be commended for its valiant 
efforts, but it must be recognized that 
the environment in which they have to 
operate makes impossible the prompt 
enactment of revised standards so urgent- 
ly needed by the industry on a nation- 
wide basis. 

At best, the process under the present 
unwieldy system seems likely to take six 
or seven years. At least one state has not 
yet enacted the Guertin laws after 35 
years! In the meantime, hopelessly obso- 
lete laws prevent the reduction of pre- 
mium rates for permanent plans of life 
insurance and annuities that should be 
the result of current and prospective 
levels of interest rates. As a result, other 
forms of savings and investment are 
steadily eroding the life insurance indus- 
try’s share of the market. 

The idea of an Actuarial Standards 
Board, the findings of which would be 
binding upon the states and replace legis- 
lative enactments of each state as to min- 
imum reserve standards, seems to be 
thoroughly sound. If it can work and 
be accepted for financial accounting 
standards, why not for actuarial stan- 
dards too? Our profession came close 
to abdicating its proper area of responsi- 
bility during the development of GAAP. 
Serious consideration should be given 
to this constructive suggestion of a 
Standards Board. We also, unfortunately, 
missed the boat on ERISA and as a re- 
sult FSA’s have to “enroll” to be recog- 
nized, while many persons with much 
more limited qualifications are being 
grandfathered. Let us not miss the boat 
again ! 

The recent proposal of Senator Brooks 
regarding federal charters and solvency 
standards for insurance companies 
should give pause to state legislators if 
the state supervisory system is to survive. 
Its days may well be numbered unless 
the NAIC has the wisdom and courage 
to create a strong central professional 
staff in a convenient location, comprised 
of actuaries, lawyers, and qualified ex- 
aminers who would act for and advise 
the several states. Such a group could 
well replace the departmental staffs in 
many states where the financial rewards 
are not at a level to attract first class 
individuals. 

The requirement of actuarial certifica-q 
tion of the annual statement to which 
Mr. Gill refers is a big step forward. 
However, many states have not adopted 
adequate regulatiofis and standards as 
to who is recognized as an “accredited 
actuary.” In my biief regulatory experi- 
ence I found that there are states which 
have accepted the certification of a CLU 
or an accounting officer of a company 
who happens to have been signing an- 
nual statements in the past and who could 
have no claim to be qualified to certify 
to the highly technical requirements in- 
volved. 

Even in states with adequate regula- 
tions there may be a conflict with the 
reciprocal provisions in the law which 
recognize the certification of an annual 
statement which is acceptable to the 
Commissioner of the company’s home 
state. This severely lowers regulatory 
standards for companies domiciled in 
the many states where adequate stan- 
dards for accredited actuaries have not 
been adopted. 

Strong opposition to the idea of a 
large, central NAIC staff may be expect- 
ed, and politics will inevitably rear it 
ugly head. However, unless something 
is done to correct the present highly un- 
satisfactory situation, I am convinced 
that in the long run there will be a fed- 
eral solution, as there has been in so 
many other areas where state regulation 
has proven to be inadequate. 

C.F.B. Richardson 

* tt c * 

Sir : 

Recently a hearing was held in Wiscon- 
sin to consider the best way to change 
the basis of determining valuation and 
nonforfeiture values. It was suggested by 
Professor Spencer Kimball, who has been 
recodifying the Wisconsin Insurance 
Laws, that changes be made by regula- 
tion after a suitable hearing by the In- 
surance Commissioner. 

At a meeting held by Professor Kim- 
ball, I agreed with him, on the basis that 
the technical knowledge required in this 
area is more than one can expect state 
legislators to have. The passage of leg? 
lation depends mostly on the support o-. 
nonsupport of the Insurance Commis- 
sioner and the industry in each state. 

(Continued on page 5) 
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We are.now faced with the situation 
in which changes in this area are occur- 
ring very rapidly. We have not as yet 
completed the change to 4% interest for 
individual life insurance, including the 
other changes regarding the new annuity 
mortality tables for both individual an- 
nuities and group annuities. Yet in De- 
cember 1976, the NAIC adopted new 
bases to be recommended to state legis- 
latures for changes in both valuation and 
nonforfeiture laws. 

This means we will be working in 1977 
on changing to 4%$% interest rate for 
valuation for individual life insurance, 
51/‘270 for nonforfeiture laws, with other 
changes for individual annuities and 
group annuities. In addition, we will be 
changing the age setback from three 
years to six years on a permissive basis. 
With 51 jurisdictions (50 states plus the 
District of Columbia), it will be at least 
four years before this can be accomplish- 
ed. By the time that has taken place, new 

CD: 

ortality tables will be developed for life 
surance, one for male lives and one for 

emale lives. We wili also be updating 
the 1964 morbidity tables used in dis- 
ability income. All of these changes tend 
to create chaos in knowing what the basis 
is in a given state. 

This would suggest that any statute be 
general in nature, with the actual details 
of the interest rate and the mortality or 
morbidity table being spelled out in a 
regulation. The regulation would only 
be adopted after an appropriate public 
hearing has been held. But even this is 
time-consuming, as anyone who has fol- 
lowed the adoption of model regulations 
knows. What we need is a quick and real- 
istic way to adopt new bases whenever a 
change is appropriate. 

Currently we have ‘Commissioners’ 
Values” to use in determining admitted 
assets in our annual statement. Why 
could we not also have “Commissioners’ 
Values” to use in determining liabilities? 

A group working out of the Central 
Office of the NAIC, consisting of actu- 

iea of State Insurance Departments and 

8 
industry advisory committee, could 

etermine what the appropriate method 
would be for a year hence. This would 
permit each company to accomplish the 
systems work to make the necessary 

changes. This would require delegation 
of authority by each commissioner, but 
to some extent, this authority has nl- 
ready been delegated in determining 
assets. 

Another approach is to have the actu- 
arial profession, working through retired 
actuaries with knowledge in this area, 
be the group that is advising the NAIC 
as to what the appropriate basis should 
be. By using retired actuaries, we not 
only draw on talented people, but we also 
avoid any conflict of interest that might 
otherwise be considered to exist. 

Certainly the long delay that now takes 
place in developing nonforfeiture and 
valuation bases needs to be reduced. 
These are two approaches, any other 
ideas that others might have would be 
helpful. 

William M. hell 

Q l c l 

The Professional Actuary 

Sir: 

The special supplement issue of Septem- 
ber, with regard to the possible reorgani- 
zation of the actuarial profession, con- 
t,ained several references to the American 
Society of Pension Actuaries. With all 
the kindness and humility that I can 
muster, I am constrained to assert that, 
in my opinion, ASPA is not truly a pro- 
fessional actuarial body, by which I 
mean a body of professional actuaries. 
As professional actuaries, we must con- 
tinue to make this clear to the public, 
so that they can be certain to receive 
proper guidance and advice in actuarial 
matters. 

At best, ASPA is an organization of 
capable pension consultants. ASPA con- 
sists of a tiny proportion of persons who 
have professional actuarial qualifications 
and a large proportion of insurance 
salesmen and lawyers. 

It is time for actuaries to stand up 
and assert to the public that only a pro- 
fessional actuary is an actuary, and that 
a pension technician is solely that, and 
not an actuary. 

Some may make the argument that 
ASPA, despite its evident limitations 
and weaknesses, just will not go away 
and that therefore we should accommo- 
date to it. I stand strongly on the princi- 
ple that what is wrong is wrong and 
that any form of appeasement is unde- 

sirable - and will, in the long run, pro- 
duce adverse results. 

The route to professional recognition 
as an actuary has always been - and 
still is - open- through the Society of 
Actuaries, the American Academy of 
Actuaries, the Casualty Actuarial Society,. 
and the Conference of Actuaries in Pub- 
lic Practice. 

Robert 1. Myers 
I I I) 0 

Reorganization 

Sir: 

Whatever evolves with respect to the 
restructure of the actuarial profession 
including the future role of the Society 
of Actuaries as it relates to the American 
Academy of Actuaries will, I hope, be de- 
cided by secret ballot. Although this idea 
may appear self-evident, I clearly remem- 
ber the Society meeting in Boston in 
April of 1964 when accreditation was the 
subject and the American Academy of 
Actuaries the proposed vehicle to ac- 
complish this end. There were hundreds 
of members in attendance and after a 
presentation, there was a call from the 
platform to vote for a resolution favor- 
ing the proposed Academy. It passed 
unanimously. Had there been a secret 
ballot, it most probably would have still 
passed but the results might have varied 
since unanimity on any issue is a very 
rare flower. 

H. J. Saffeir 
t c l c 

Level Income Option 
Sir: 

Mr. Williams’ article on the level income 
option (September, 1976) makes me 
think how subtle the usual treatment of 
this option must seem to laymen. Usual- 
ly, the plan administrator has available 
a table of the plan’s early retirement 
factors f, and a table of special factors 
g, which determine the charge against 
immediate life income in order to pro- 
vide a temporary annuity to 65 equal 
to the Social Security benefit available 
at 65, i.e. 

(1) &= bx-Ng;j /. Nx 

(for convenience, I am omitting the up- 
per-12 from the notation). 

Thus, for example, if the accrued 
benefit payable at 65 for life is AB and 
the expected Social Security benefit is 
PIA,‘ the early retirement benefit EB, is 
obtained as: 

(Continued on page 6) 
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(2) E&=AB* fx 

And if the employee further elects to 
integrate his private and public pensions, 
his initial level amount of private pen- 
sion LB, is obtained by reducing the 
sum of EB, and PIA as follows: 

That this is a correct formulation can 
be demonstrated by noting that the pres- 
ent value of LB, as a temporary annuity 
to 65 followed by an annuity equal to 
(LB, - PIA) equals the present value 
of a life annuity for EB,: 

(4) L:Ex (~&$j5)+(LBx=-p~)~65 

= EB,N,+PIA (Nx-&Nx-N65) 

= EB;<Nx 

Now all of this may be quite obvious 
to an actuary, but to a harried personnel 
clerk, to an administrator and to a bene- 
ficiary it may not make much sense. 

Formula (3), however, multiplies the 
PIA by (l-gX), and it is clear that this 
complement is merely the early retire- 
ment factor on an actuarial equivalent 
basis ERF, (which may not be the same 
as the plan’s factor f,) : 

(5) ERFx=N~5/Nx=~-& 

We can then write: 

(6) L&=E&.+PIA (ERFx) 

This formula can be explained as fol- 
lows: the employee will retire with a 
level amount of income LB, which equals 
the ordinary early retirement benefit 
under the plan EB, plus the early retire- 
ment actuarial equivalent of the Social 
Security benefit expected at 65. Thus, 
although the plan pension will drop by 
PIA at 65, the inception of Social Se- 
curity at that time will keep the benefit 
level. 

In the special case where f,=::ERF,, 
the formula reduces to: 

(7) LBx= (AB+PLA) (Em,) 

which implies that the integrated level 
amount can be construed to be the early 
retirement benefit as if the private plan 

I Results of Competition No. 7 I 
There were no entries to the Competi- 

tion Editor’s challenge“to design a prod- 
uct that either (a) requires grossly ex; 
cessive minimum nonforfeiture values or 
(b) permits absurdly low values” assum- 
ing the Unruh Report proposals were 
adopted. Accordingly both prizes, auto- 
graphed copies of the Report, are award- 
ed to Henry Unruh. C. E. 

and Social Security were combined into 
a single plan. 

Formula (7) is so simple that the plan 
sponsor may consider the extra cost of 
applying subsidized factors f, to PIA 
worth the reduced effort of administra- 
tion and explanation. 

Formula (6) is also appropriate where 
the normal form includes a period cer- 
tain provided the supplement has no cer- 
tain element in it. In that case, the proof 
in (4) merely needs to be enhanced by 
adding the following term throughout 
(for n years certain) : 

EB&$x- (Nx-%tn) ) 

Thus, if the employee should retire at 
57 and die at 60, the original early re- 
tirement amount would be maintained 
for another (n-3) years. 

Formula (6) is also appropriate 
where the normal form includes a modi- 
fied cash refund, provided the declining 
refund amount is not charged with the 
portion of those payments attributable 
to the supplement, i.e. 

PLA (ERFx) 
Miguel A. Ramirez 

+ * c c 

Statistical Reformation 

Sir : 
A Joint Committee on Government Sta- 
tistics formed .by five professional asso- 
ciations has issued a report including 
six proposals for reform of the Federal 
Statistical System. Three of these recom- 
mend improvement in: (i) planning, 
(ii) provision for public access to sta- 
tistical data, and (iii) analysis and pre- 
sentation of data. The other three pro- 
posals may be of particular interest to 
the Society of Actuaries. They are as 
follows: 

“A thorough review is needed of. pro- 

cedures for awarding federal contract- 
for statistical work to non-governmen. 
people.” 

“Professional associations should find 
more effective ways to represent data 
user needs through federal advisory 
committees and federal agencies should 
develop improved ways to use these 
committees.” 

“Better means must be found for moni- 
toring the federal statistical system, espe 
cinlly to make both Congress and the 
executive branch of the government as 
well as the public aware of what effects 
statistical quality.” 

The Committee’s report appeared in 
the November 1976 issue of The Ameri- 
can Statistician and will be in a forth- 
coming issue of The Statistical Reporter. 

Robert 1. lohansen 

l l l l 

Hijacking 
Sir : 

This is written in response to Peter 
Plumley’s article on airplane hijacking 
which appeared in the October issue o+ 
The .4ctuary. Normally, the letters yd 
publish deal with actuarial topics which 
may or may not have been discussed in 
earlier issues. However, Mr. Plumley’s 
letter dealt with not only the actuarial 
aspect of hijackings but the moral aspect 
as well. It is this latter aspect upon 
which I should like to comment. 

Mr. Plumley remarks, “. . . one must 
at least respect the courage, if not the 
judgment, of these hijackers.” I strongly 
disagree and feel one must not respect 
any hijacker in any way, shape, or form. 
Terrorists (so-called freedom fighters or 
otherwise) continue to demonstrate a 
wanton disregard for lives of innocent 
people. Airplane hijackings are only one 
of many ways in which this mentality 
manifests itself, others being massacres 
at airports, destruction of school buses 
carrying children, murders of Olympic 
athletes, etc. 

Whether the cause may be justified or 
not, humanity cannot continue to con- 
done such senseless acts and certainly 
cannot be expected to respect the perpe- 
trators. To do otherwise would lend ir’? 
plicit justification to the terrorist activl 
ties of any person or persons who feel 
the cause they espouse warrants such ac- 
tivities. Mitchell L. Barlas 
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a ot for the Birds 

(Continued /ram page 1) 

form certain services and wasn’t the total 
job being done to the satisfaction of all 
the users of the service? But some 
thought that maybe an additional mark 
of qualification was necessary. And SO 

they called a meeting to discuss the desig- 
nation. Aca was finally chosen as the 
special additional designation. Some 
qualifications and requirements were set 
down for becoming an aca. Any bird 
from any type, not just from the soas, 
frats, cas’ and cons, meeting those re- 
quirements could call him (or her) self 
an acabird. 

Well, it wasn’t quite that simple. YOU 
see ,there was still much loyalty to their 
original type name. So, there were now 
nine types of birds, although many birds 
were being counted in two groups. There 
were soabirds, soaacabirds, fratbirds, 
fratacabirds, casbirds, casacabirds, con- 
birds, conacabirds and just plain aca- 
birds. And the caretaker was happy be- 

ause most of the residents were happy. 

& 
d the residents were happy because 

ky knew-that whkri they called. on an 
acabird they were really getting a quali- 
fied bird, although very few residents 
knew what particular insect and worm 
problem the bird was qualified for. 

Nevertheless, things were quiet for a 
while and all the birds prospered. It 
took a visit by the owner to create an- 
other disruptive period. You see, the 
owner, Big Daddy, thought that one 
particular area of the woods was not 
being cared for properly. It was the 
home of the penworms, profitbugs and 
fringebeetles. And so Big Daddy decreed 
(he was the ultimate authority, you 
know) that a special group was to be 
selected to handle this area. And he chose 
the name enbirds for> these specialists. 
Of course, the idea was that these spe- 
cialists would be volunteers from the 
ranks of those who had previous expe- 
rience with-the problems of penworms, 
:profitbugs, and fringebe&l&s; But the 
‘birds said it was kind of a ho hum thing 
to create anew bird type and quite un- 

dessary to reclassify the birds. 

6 ut wait! Big Daddy didn’t say en- 
birds would be all birds! Suddenly, the 
birds realized that they were being asked 
to join a group with nonbirds ‘in it! 
Well, heavens to meadowlarks, what will 

I Deaths 1 
John N. Allman 

Carl R. Ashman 
C. Cather Boyle 

Barrett N. Coates 
George A. Cooke 

Wilbur M. Johnson 

George W. Shelly 

J. Paul Vallerand 

they do next? Acabirds are one thing, 
but non-birds are something else. What 
was wrong with Big Daddy? Had he for- 
gotten this was bird territory? 

Well, as you might expect, Big Daddy 
won out. The caretaker was saddled with 
quite a job of sorting out all types, be- 
cause now there were soabirds, soaac- 
birds, soaenacabirds, fratbirds, frataca- 
birds, fratenacabirds, conbirds, conaca- 
birds, conenacabirds, casbirds, casaca- 
birds, casenacabirds, enacabirds, just 
plain acabirds and just plain enbirds. 
Fifteen types in all! You can imagine 
how confused the residents were now. 
Their sense of values had become SO 

distorted they couldn’t even state with 
assurance that a bird in the hand is 
worth two in the bush. 

Now the work was begun on the pen- 
worms, profitbugs and fringebeetles. 
And how are all these various classes of 
birds going to get along? Will the new 
birds be welcomed by ,the old bird 
group? Will the old birds consider the 
new birds as intruders? Is there a great- 
er power than Big Daddy? I’m sure 
you’ll all keep tuned in for the next 
episode because this story will be con- 
tinued. ‘But for now that’s a birdseye 
view of the current situation. cl 

CQNGRATULATlOtjS 
We are pleased to learn that A. Hae- 
worth Robertson, Chief Actuary of 
the Social Security Administration, 
has recently received the Social Secur- 
ity Commissioner’s Citation Award 
for his cogent reports, advice, and 
guidance to the Commissioner, the 
Executive Branch, and the Congress 
and we extend our’congratulations to 
Mr. .Robertson., 

Too Many Old People? 
(Continued jrom page 1) 

people in the Welfare State may have 
given rise to Sir Richard Doll’s remark. 
The news media in England report 
abuses and catastrophics in the system. 
The medical correspondent of a well- 
known English weekly, The Spectator, 
John Linklater, M.D., wrote in one arti- 
cle: “We now live in a fantastic Welfare 
State with a shortage of doctors so 
acute . . .” and in another: “. . . the 
public is becoming increasingly aware 
that the National Health Service is being 
strained to the breaking point. . . It was 
designed by fools to be operated by 
saints.” Another responsible London 
newspaper reported that almost half the 
population in mental hospitals arc over 
65 and about half of these are over 75. 

One hesitates to quote the foregoing 
but it is of significance to us on this 
side of the Atlantic. The Health Minister 
of the Province of Ontario has warned 
.that if the growth in health costs con- 
tinued at current rates, the Province 
would be bankrupt in ten years; the 
health care system must be made more 
efficient. Actuaries are aware of the esca- 
lation of disability and medical needs 
at the older ages. 

In the United States the proportion of 
people age 65 and over is 10% and it is 
increasing; the number is almost 22 mil- 
lion : 9 million men and 123/d million 
women. The proportion of those under 
age 20 is 36%. Thus almost half the 
population may be assumed to be non- 
productive. What reaction should we ex- 
pect from the other half to this increas- 
ing burden? 

Older people have been organizing 
themselves to put political pressure be- 
hind their demands. At the 1971 White 
House Conference on Aging (The Actu- 
ary, hlay 1972) there were 3,500 parti- 
cipants representing thousands of local 
conferences. Some of the highlights of 
the demands presented were that older 
people should have total cash income in 
accordance with the “American standard 
of living,” adjusted annually for both 
cost of living and standards of living. 
The cost of the programs put forward 
was a minor consideration. An earlier 
reference to, a plan “designed by fools” 

(Continued on page .8) 
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Too Many Old People? 

(Confinued jrom page 7) 

should be taken to heart. 

Let it be emphasized that one is full 
of sympathy with older people in this 
age of inflation of which they are the 
worst victims. But in this “permissive 
generation” all attention is focussed on 
“demand” and so little on “production”; 
chronic inflation is the main result. 

Actuaries will ask what the mortality 
trend is among those age 65 and over. 
In Canada and England the mortality 
trend has been definitely downward? 
throughout life. In the United States 
some confusion may exist, for the U.S. 
Department of Health, Education and 
Welfare, (Series 20, No. 11, Sept. 1971) 
states that for men “for most age groups 
beginning with 15-19 years, the course 
of mortality was indeed upward in the 
1960’s.” An increase in mortality at the 
older ages would tend to of&et the prob- 
lems discussed. However, looking to the 
future the statement quoted cannot be 
assumed to hold. 

In U.S.H.E.W. Actuarial Study NO. 
72 (Bayo and McKay, July 1974) the 
population projections for OASDHI Cost 
Estimates do assume a downward trend 
in mortality for men and women in the 
nest 25 years in the United States. To 
counter any thoughts of the effects of the 
research going on to increase the life 
span by 20%, it may be added that the 
assumed expectation of life for the year 
2000 (malts) is 13.59 years for age 65 
as against 12.99 years for the years 
1969-71; for female lives .the correspond- 
ing figures are 18.12 and 16.83. 

In the latest issue of J.I.A., Vol. 103, 
Part II, there is a paper by H.A.R. Bar- 
nett, F.I.A. on The Non-Mortality of 
Annuitants. In the discussion R. D. 
Clarke, F.I.A. referred to a conference 
he attended in 1971 in Zurich - - “A 
Forum on Human Ageing” - - indicating 
the research of certain biologists and 
others into ways of slowing down the 
process of human ageing, to consider 
youth prolonged to age 50, middle ,age 
extended from 50 to 100 and old age 
from 100 to say, 130. Actuaries would 
be terribly concerned as to the effect on 
existing reserves for annuities and pen- 
sion funds but its effect on social con- 
ditions is equally important. Mr. Clarke 

COMMITTEE CHAIRMEN - 
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publication of tie 1977 Yea; Book. 
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*General Chairman 

was relieved to learn that the biologists 
were a long way from achieving their 
objective. 

One M.D. who approved Professor 
Doll’s statement added that if more 
money was to be spent it should be “on 
further researches on rheumatism, bron- 

Actuarial Meetings I 
Jan. 13, Baltimore Actuaries Club 
Jan. 19, San Francisco Actuarial Club 

Feb. 9, Actuaries Club of Des Moi,‘l 
Feb. 10, Baltimore Actuaries Club 

DLEASE send your scheduled meetings 

chitis, deafness etc. which make ap- as far ahead as possible. And thanks to 
proaching old age so wearisome.” 0 those who send us a year at a time! 0 
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