
1 9 8 7  V A L U A T I O N  ACTUARY 
SYMPOSIUM PROCEEDINGS 

ETHICS AND THE VALUATION ACTUARY 

(LUNCHEON SESSION) 

.MR. MANUEL M. DAVENPORT: Professional  e th ics  is a b ranch  of 

ethics which is a subdisc ip l ine  of value theory  which is a problem-area  

within phi losophy.  Thus ,  to u n d e r s t a n d  the  term "profess ional  

e th ics , "  it i s  n e c e s s a r y  to u n d e r s t a n d  "ph i lo sophy , "  "value t h e o r y , "  

and "e th i c s . "  

The ancient  Greeks coined the  term "phi losophy"  a round  250 BC by 

put t ing  t o g e t h e r  two older  words ,  philo and sophia.  Very loosely,  

h ~  means "to love" and sophia means wisdom, so a "phi losopher"  is 

"one who loves wisdom." The Greeks ,  however ,  had t h r ee  words for 

"love" and at least  two for "wisdom." It is i n s t r u c t i v e ,  t he r e fo re ,  to 

determine the  reasons  they  se lec ted  these  words."  For "love" t hey  

could have  p icked "e ros , "  which we know as erot ic  love,  the  k ind  of 

love that  seeks  to possess  what is loved ,  or t hey  could have p icked  

"agape ,"  the  term that  St. Paul used  to desc r ibe  the  k ind  of love 

Chr is t ians  should have ,  a love that  seeks  to improve what is loved.  

They did not ,  however ,  because  as ph i losophers  t hey  did not seek  to 

possess  wisdom but  to sha re  it and ,  ce r ta in ly ,  t hey  did not bel ieve 

that  wisdom could be improved upon.  For "wisdom" they  could have 

picked ~nosis r a t h e r  than sophia.  They  did not because  gnost ic  

wisdom is knowledge  used  to control  and p red i c t ,  and as ph i losophers  

they  were i n t e r e s t e d  in something  more fundamenta l  than  pract ical  

wisdom. Phi losophers  p icked  philo because  it means "contemplat ive  
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l o v e , " - -  the k ind  of love one has  for  a beau t i fu l  sunse t  or  a 

snow-capped  mounta in .  We n e i t h e r  seek  to possess  nor  hope to 

improve such objects  bu t  simply love to be lost in wonder  as we 

contemplate  them. The anc ien t  Greeks  se lec ted  sophia because  it 

means "knowledge  c o n c e r n i n g  the  fundamenta l  q u e s t i o n s . "  E v e r y  o the r  

d isc ipl ine  excep t  ph i losophy makes ce r t a in  assumpt ions  which are  not 

and cannot  ' b e  ques t i oned .  These  assumpt ions  a re :  (1) T h e r e  is 

someth ing  real  tha t  we can e x p e r i e n c e ;  (2) Some of our  e x p e r i e n c e s  

p rov ide  us  with knowledge ;  and  (3) some e x p e r i e n c e s  are  more 

va luable  than  o t h e r s .  When ph i lo sophe r s  ques t ion  assumpt ions  about  

r ea l i ty ,  we call tha t  ac t iv i ty  " m e t a p h y s i c s . "  When t h e y  ques t ion  the  

poss ib i l i ty  of knowledge ,  we call tha t  ac t iv i ty  "ep i s t emology . "  When 

ph i lo sophe r s  ra ise  ques t ions  about  va lue s ,  tha t  is the  p rob l em-a r ea  we 

call "value theory." 

A ph i lo sophe r  is one who loves to contemplate  ques t i ons  about  the  

n a t u r e  of r ea l i ty ,  knowledge ,  and  va lue  not because  he wants  to 

c h a n g e  or  cont ro l  what is ,  but  because  he f inds  joy in " the  a d v e n t u r e  

of i d e a s . "  Ph i losophers  a r e ,  much like mountain c l imbers ,  who climb 

not because  t h e y  want to l ive on mountain  tops  bu t  because  t h e y  enjoy 

cl imbing.  

One impor tan t  subd i sc ip l ine  of va lue  t h e o r y  is e th i c s .  Ethics  c o n c e r n s  

the  a t tempt  to de te rmine  which human act ions a re  r i g h t ,  and  t hus  

should  be p e r f o r m e d ,  and which a re  wrong ,  and  t hus  should  be 

avo ided .  Ethical  t heor i e s  are  s imply def in i t ions  of r i gh t  and  wrong  
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a c t i o n s .  In  t h e  h i s t o r y  o f  W e s t e r n  p h i l o s o p h y ,  d o z e n s  o f  s u c h  

d e f i n i t i o n s  h a v e  b e e n  p r o p o s e d ,  b u t  all o f  t h e m  a r e  o f  two t y p e s .  We 

call d e f i n i t i o n s  of  t h e  f i r s t  t y p e  " r e s u l t - o r i e n t e d , "  b e c a u s e  in  t h e s e  

definitions a r i g h t  a c t i on  is  one  t h a t  l e a d s  to  a g o o d  r e s u l t ,  a n d  i f  we 

a d v o c a t e  t h i s  t y p e  of  t h e o r y ,  we now h a v e  to  d e f i n e  a n d  d e f e n d  a 

good r e s u l t .  We call  d e f i n i t i o n s  o f  t h e  s e c o n d  t y p e ,  " r u l e - o r i e n t e d , "  

b e c a u s e  in  t h e s e  d e f i n i t i o n s  a r i g h t  a c t i o n  is  one  t h a t  c o n f o r m s  to a 

c e r t a i n  r u l e ,  w h i c h ,  i f  we go t h i s  w a y ,  we m u s t  s p e c i f y  a n d  j u s t i f y .  

p~ 

For  p u r p o s e s  of  i l l u s t r a t i o n  I will u s e  t h e  two mos t  p o p u l a r  e t h i c a l  

t h e o r i e s  in  W es t e rn  p h i l o s o p h y .  As an  e x a m p l e  o f  a r e s u l t - o r i e n t e d  

t h e o r y ,  I will u s e  " U t i l i t a r i a n i s m , "  w h i c h  d e f i n e s  a r i g h t  a c t i o n  as  o n e  

t h a t  m a k e s  p o s s i b l e  t h e  g r e a t e s t  q u a l i t y  o f  h a p p i n e s s  f o r  t h e  g r e a t e s t  

n u m b e r  o f  h u m a n  b e i n g s .  As an  e x a m p l e  o f  a r u l e - o r i e n t e d  e t h i c a l  

t h e o r y  I will u s e  t h e  " T h e  E t h i c  o f  D u t y , "  wh ich  d e f i n e s  a r i g h t  a c t i o n  

as  one  t h a t  c o n f o r m s  to  T h e  G o l d e n  R u l e .  In  m a n y  c a s e s  t h e s e  two  

t h e o r i e s  a r e  in  h a r m o n y .  Fo r  e x a m p l e ,  s h o u l d  I p o i s o n  t h e  d r i n k i n g  

w a t e r  o f  t h e  c i t y  o f  New O r l e a n s ?  No,  to  do  so will n o t  c o n t r i b u t e  to  

t h e  g r e a t e s t  h a p p i n e s s  o f  t h e  g r e a t e s t  n u m b e r ,  a n d  n o ,  I c e r t a i n l y  

wou ld  no t  w a n t  s o m e o n e  to  p o i s o n  my d r i n k i n g  w a t e r .  

B u t  all too  o f t e n  t h e s e  two t h e o r i e s  c o n f l i c t .  F o r  e x a m p l e ,  s h o u l d  we 

u s e  a r t i f i c i a l  b i r t h  c o n t r o l  m e t h o d s  to  p r e v e n t  o v e r p o p u l a t i o n ?  Y e s ,  to  

a vo id  t h e  a g o n i e s  o f  f amine  a n d  p r o v i d e  a b e t t e r  q u a l i t y  o f  l i fe  f o r  

t h o s e  now al ive  we m u s t  l imit  p o p u l a t i o n  i n c r e a s e s ,  a n d  n o ,  my f a t h e r  

was  t h e  13th c h i l d  a n d  I c o u l d  n o t  w i sh  t h a t  my g r a n d p a r e n t s  h a d  
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u s e d  an ar t i f ic ial  means of b i r th  con t ro l .  My point  is tha t  d i f fe ren t  

e thical  t heor i e s  can lead to d i f f e ren t  ethical  j udgmen t s  so before  you 

select  one f ind out  where  it  l eads .  

I f  you are  ca re fu l  and select  an e thical  t h e o r y  tha t  sui ts  y o u r  

consc ience ,  why then  would you  need  to cons ide r  profess iona l  e thics?  

Why, in o t h e r  words ,  would you need  a special  code of e th ics  for  the 

p rac t i ce  o f  y o u r  profess ion?  Whs,  can ' t  you  jus t  apply  y o u r  ethical  
p .  

t h e o r y  d i r e c t l y  to w h a t e v e r  ethical  problem ar i ses  in y o u r  profess ional  

life? 

F i r s t ,  in addi t ion  to a gene ra l  e thical  t h e o r y ,  as a p rofess iona l  you 

need  a special  code of e th ics  simply because  you a re  a p rofess iona l .  

To be p ro fess iona l  means to be a pe r son  who has  a c q u i r e d  t r a i n i n g  and 

knowledge  a p p r o v e d  as adequa t e  by  fellow profess iona ls  and  who has 

e th ica l  r espons ib i l i t i e s  to c l ients  s t a t e d  and e n f o r c e d  by  fellow 

p ro fes s iona l s .  For  most p rofess iona ls  t he se  e thical  respons ib i l i t i es  

p r e s c r i b e  du t i e s  to the  pub l ic ,  to the  p rofess ion  and to c l ients .  

Second,  a special  code of profess ional  e th ics  is n e e d e d  to make 

members of the  p ro fess ion  aware of i ts  e th ica l  problems.  Profess ional  

codes  of e th ics  a re  deve loped  ove r  many y e a r s  by  those  in the  

p ro fess ion  who have  l e a rned  the h a r d  way what e thical  problems to 

an t ic ipa te  and  how bes t  to deal with them. 

You may be c o n v i n c e d  tha t  p rofess iona ls  do need  wr i t t en  e th ica l  codes 

bu t  still wonder  why each p rofess ion  needs  i ts  own sepa ra t e ,  d i s t inc t  
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. code .  Aren ' t  the  ethical  problems faced by  all p rofess iona ls  basical ly 

the same r ega rd le s s  of the pa r t i cu la r  profess ion?  No, t hey  a r en ' t  and 

the reason is that  the re la t ionship  be tween  a profess ional  and a cl ient  

differs  from profess ion to p rofess ion  accord ing  to the  k ind  of se rv ice  

the client seeks  and the k ind  of se rv ice  the  profess ional  is qual i f ied to 

provide .  Physic ians  make life and dea th  decis ions  but  do not va ry  

t rea tment  according  to the i r  c l ients '  in te l l igence .  Teacher s  don ' t  make 

life and dearth decis ions but  do va ry  serv ice  accord ing  to in te l lec tual  

c apac i t y . , '  Teachers  and phys ic ians  alike se rve  cl ients  face to face,  

but  we all p r e f e r  that  the police and mili tary se rve  us  as far  away as 

possible.  For these  reasons  the  cr i t ical  ethical  problems v a r y  from 

profess ion to profess ion and in many cases  these  problems are ra re ly  

encoun te r ed  by those  outs ide  the  p rofess ion .  Each p rofess ion ,  

t he re fo re ,  r equ i r e s  a special code of e th ics  that  focuses  upon i ts  own 

unique  ethical  problems.  

Professional  e th ics  is that  b ranch  of e th ics  which a t tempts  to p rov ide  

for each profess ion  a special  code of e th ics  which will allow i ts  

members to apply genera l  ethical  theor ies  to the  e thical  problems 

encoun t e r ed  within each profess ion .  Moral i n t e g r i t y  demands  that  we 

do not a rb i t r a r i ly  change  our  basic ethical  pos i t ions ,  bu t  because  

profess ional  pract ice  must cons tan t ly  adapt  to new t e c h n i q u e s ,  new 

social condi t ions  and new ethical  problems,  our  codes  of profess ional  

e thics  cannot  be set in s tone but  must be subject  to per iodic  rev i s ion .  

It is qui te  diff icult ,  t hen ,  if  not impossible,  to s t u d y  or even  talk 

about profess ional  e thics  in genera l .  Each profess ion  has  un ique  
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ethica l  problems and each is c h a n g i n g  at i ts  own pace ,  so to c o n s i d e r  

e thical  problems in profess ional  p rac t i ce  we must cons ide r  problems 

within p a r t i c u l a r  p ro fes s ions .  

By way of conclus ion and in o r d e r  to p rov ide  a specif ic  example of a 

problem in profess ional  e th ics  le t ' s  cons ide r  some potent ia l  e thical  

problems which might be faced by  profess ional  a c tua r i e s .  Acco rd ing  to 

The  Guides To Profess ional  Conduc t  of the  American Academy of 

Ac tuames ,  the  profess ional  a c t u a r y  has  du t ies  to c l i en t s ,  the  

p rofess ion  and " the  world at l a r g e , "  and in d i s c h a r g i n g  those  du t ies  

the  profess ional  a c t u a r y  must avoid confl icts  of i n t e r e s t .  It is 

inev i tab le  that  the  i n t e r e s t s  of c l ients  and the  publ ic ,  the  p rofess ion  

and c l ients  or the  publ ic  and the  p rofess ion  will sometimes be in 

conf l ic t .  T h u s ,  to reso lve  such  confl icts  the  profess iona l  must know 

which du t ies  have  p r i o r i t y .  Are du t ies  to c l ients  more impor tan t  than  

du t i e s  to the  public? Are du t ies  to the  p rofess ion  more impor tan t  t han  

du t i e s  to cl ients? The Guides To Profess ional  Conduct  p r o v i d e s  no 

c lear  s ta tement  of the o r d e r  of p r io r i t y  among dut ies  to c l i en t s ,  to the 

p rofess ion  and to the  publ ic ,  and this  in i t se l f  cons t i t u t e s  an ethical  

problem for profess ional  a c tua r i e s .  

I will assume,  for the  sake of a r g u m e n t ,  tha t  in p rac t i ce  ac tua r i e s  put  

du t i e s  to c l ients  f i r s t ,  to the  p rofess ion  second ,  and to the  publ ic  

las t .  If this  is c o r r e c t ,  then  ac tua r i e s  will be subjec t  to e thical  

cr i t icism from Uti l i tar ians .  Ut i l i tar ians  seek the g r e a t e s t  happ ines s  of 

the  g r e a t e s t  number  and t h e r e f o r e ,  give h ighes t  p r i o r i t y  to du t ies  to 
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the  publ ic .  They  would ins i s t ,  t h e r e f o r e ,  tha t  ac tua r i e s  should use  

mortality tables with the lowest rates and use data showing the highest 

rates of return for insurance companies. They would insist, also, that 

actuaries should use cost disclosure methods that would make it easy 

for the public to accurately judge the comparative costs and benefits 

of insurance products. 

In o r d e r  to ae fend  the ac tuar ia l  p ro fess ion  from ethical  cri t icism from 

Uti l i tar ians ,  it is n e c e s s a r y  to see tha t  p u t t i n g  the  cl ient  f i r s t  can be 

jus t i f ied from the  p e r s p e c t i v e  of The Ethic of Du ty .  By this  ethical  

s t a n d a r d  the  a c t u a r y  is obl igated as a p rofess iona l  s e r v i n g  c l ients  to 

do for them what he himself  would expec t  from a profesgional  i f  he 

were the  c l ien t .  T h u s ,  if you were  a cl ient  and  e x p e c t e d  ac tua r i e s  to 

help you  make maximum pro f i t s ,  t hen  the  p ro fess iona l  a c t u a r y  is 

obl igated to help you make maximum pro f i t s .  However ,  and he re  is 

the tough  e thical  ques t ion  for  one who follows The Golden Rule,  am I 

obl igated as a profess iona l  a c t u a r y  to e n g a g e  in p rac t i ce s  tha t  harm 

the publ ic  in o r d e r  to help my cl ient  maximize prof i t s?  If  I ass is t  or  

encou rage  my cl ient  to misleading or  c h e a t i n g  the  publ ic ,  I may be 

doing what my cl ient  wants ,  but  this  may not be what is bes t  for  my 

client in the long run. So the question becomes: In serving my 

client shall I do what my client wants even if in my professional 

judgment this is not what is best for my client in the long run? The 

proper answer, I believe, is obvious but not easy to follow? 

As a profess iona l  who pu t s  du t ies  to c l ients  f i r s t ,  you are  obl iga ted  to 
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do what  in y o u r  p rofess iona l  j udgmen t  is bes t  for  y o u r  c l ient  in the  

long  r u n ,  because  this  is what you would want from a profess iona l  if 

you  were  the  c l ien t .  If  th is  is not  what  y o u r  c l ient  wan t s ,  and  you 

cannot  convince  y o u r  cl ient  to accep t  y o u r  j u d g m e n t ,  you are  obl igated 

to d i scon t inue  y o u r  s e rv i ces  because  c o n t i n u e d  se rv ice  u n d e r  such  

condi t ions  cannot  be cons i s t en t  with The Golden Rule and profess iona ls  

who let themse lves  be d ic ta ted  to by  i g n o r a n t  and immoral c l ients  a re  

t r u l y  e n d a n g e r i n g  t h e i r  p rofess ion  and  the  publ ic  and  in the  end  

d e s t r o y  both  themse lves  and  t h e i r  c l i en t s .  
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