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A WORTHY CAUSE 

The 1982-83 appeal for Minority Re- 
cruiting Project money is in full 
swing, says William E. Watson of our 
Subcommittee. As usual, appeals are 
made to two groups: (i) companies 
that employ actuaries, and (ii) indi- 
viduals such as you and me. 

In group (i), 81 organizations have 
rcsponded. That total at the close of 
last year's appeal was 95, so there 
arc several out there who may find 
this reminder useful. 

~ir h has surprised how few always U S  

• ldividual actuaries in past years have 
thought it worthwhile to include Mi- 
nority Recruiting in their personal 
contributions budgets. The total num- 
ber last year was only 18, and even 
that was a record. Surely it wouldn't 
be out o[ order to expect at least 100 
Society members to participate to the 
tune of, say.. $10 or $20 each, would 
it? 

Those who care to do something 
about this, please send your check, 
payable to "SOA/CAS Minority Re- 
cruiting Program", to the Society 
office in Chicago. It's tax-deductiblc 
in the U.S.A. 

Our good Subcommittee reports 
that it will soon publish a booklet, 
companion to the recently rewritten 
"The Actuacial Profession", expected 
to aid recrt, iting efforts among minor- 
ity students. 

EJ.M. 

MAIL ALERT 
You should have received the Record, 
Vol. 8, No. 3 covering the Colorado 
Springs meeting. If not, tell the So- 
ciety office in Chicago. 

FELLOWS' VIEWS ON ELECTION 
MATTERS 

by Julius Vogel, Chairman, 
Conunittee On Elections 

Early in 1982 our Committee sought the 
views of a random sample of 1,158 Fel- 
lows on the Society's election process. 
776 (67%) of these questionnaires came 
in; thus we got answers from one-sixth 
of all our Fellows to a series of questions 
that were expressed in "agree-disagree" 
form. 

Some things we are doing right. 69% 
of the respondents found our first ballot 
"reference list" hell)rid; only 8% dis- 
agreed. Similarly, 80% agreed that the 
candidates are well qualified (1% dis- 
agreeing). Also reassuring--82% were 
generally satisfied with the way the So- 
ciety is r u n ;  1 0 ~  were dissatisfied. 

Yet, there is room for improvement. 
The biggest lesson we learned is tiffs: 
81o/o told us they don't know enovgh 
about most of the candidates to be able 
to choose among them, while only 16% 
said they do. The Society is no longer--  
for most FSA's never has been--an or- 
ganlzation whose members know each 
other, or at least have pretty good knowl- 
edge of those prominent enough to ap- 
pear on the ballot; hence the suggestion 
that candidates be encouraged to come 
forward with platforms on current So- 
ciety issues was endorsed by 58% of re- 
spondents, 31% disagreeing. 

Our qt,estionnaire also brought up 
some constitutional matters. 27% of re- 
spondents felt that Associates should be 
allowed to vote, 66%, however, disagree- 
ing. The response to the suggestion that 
Associates be allowed to run for office 
was similar. Slightly over half the re- 
spondents agreed (and about 35% dis- 
agreed) that there ought to he a constl- 
tutional limitation on how many times 
an individual may serve as Vice Presi- 

(Continued on page 8) 

THREE STRIKES ON PERCY H. EVANS 

by Mary G. Frankel 

i?ercy H. Evans (1873-1964,) entered 
Northwestern Mutual's Actuarial De- 
partment as a 15-year old clerk, in the 
same year that the Actuarial Society of 
America came into being, was to become 
our Vice-President and Actuary, was to 
be elected President of the American 
Institute of Actuaries, but despite three 
attempts was never to be a Fellow o[ the 
Actuarial Society. Here's the story. 

Strike One (1899): The Society, 
which had just then introduced its ex- 
amination system, refused Evans per- 
mission to take its exams on the grounds 
that membership was restricted to those 
cngaged in actuarial work as a primary 
occupation. Evans was then an agent in 
San Francisco, having been sent there 
by Actuary Charles A. Loveland so that 
someone in the Actuarial Department 
would have an understanding of tbe 
field; this made him ineligible even 
though he had to his credit two )'ears of 
mathematics at University of Michigan 
sandwiched within some five years in 
fidl-time actuarial work. 

By 1916 Evans, long since hack in the 
Home Office and Actuary of the com- 
pany, was ready to take the first step. 
The Society had just amended its Consti- 
tution so that a practicing actuary of 
sufficient stature could be elected an As- 
sociate by majority vote of its Council; 
Percy H. Evans wasso  admitted. 

Strike Two (1920) : To become a Fel- 
low other than by examination, one had 
to establish one's credentials as an actu- 
ary, which Evans did by writing ten pa- 
pers for the Transactions in just four 
years; to get unanimous vote of the 
Council, which he did; and to be voted 
in at a Society meeting with not more 
than nine negative votes by thc Fellows 

(Continued on page 8) 
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EDITORIAL 

THINKING INTERNATIONALLY 

The total number of actuaries-casualty, life and pension-in North America last 

year was 9,229 (see our June 3.981 issue, page 7). B) 7 now we must have passccl the 

10,000 mark; ahout 8,500 oE us are in the Unitecl States, I.:500 in Canada. 

The world is shrinking in actuarial affairs these days, just as it is in all other 

respects. But-how lively an interest do actuaries in North America take in actuarial 

activities elsewhere on the globe? Do we keep ourselves inlormed on how others are 

dealing with the problems and opportunities that are common to us all? 

The size of our memhership in the International Actuarial Association (IAA), 

the body that arranges a Congress in every calendar year csactly divisible hy four, 

qualifies as one measure of the interest that we take in international aflairs within 

our profession. The figures look like this: 

To& Number IAA IAA Members 
of’ Actuaries Members per 100 

Canada 1,500 314’ 21 

U.S.A. 8,500 606 7 

Since the total MA membership from all countries at the latest published count 

was.3,851, it may he observed that of each 100 memhers in all countries, 8 are in 

Canada, 16 in the United States. 

I;or some reason on which we can only speculate, support of the International 

Actuarial Association is proportionately three times as great in Canada as it is 

in the United States. It seems fair to suppose that there are some actuaries in the 

southern half of the North American continent who might he persuaded to take the 

modest leap into international &tuarialdom hy joining the Association; there may 

he more.in the n.orthern half also. 

EiiqL;iries would, we are sure, he welcomed I,y the two actuaries who take care 

of enrolling Association members-John C. Angle in New York, Michael Rosenfclder 

in Toronto. Their addresses are in the Society Yearbook. 
E.J.M. 

,’ . . 

THE PREYING MANTIS 

by Bertie Harm-bottom r 

Of all the businesses, by far, 
Consultancy’s the most bizarre. 
I:or, lo the penetrating eye, 
Tllere’s no apparent reason why, 
With 110 more assets than a pen, 
This group of personable men 
Can sell to clients more Ihan twice 
The same ridiculous advice, 
Or find: in such a rich profusion, 
Prohlcms to fit their own solution. 

. 

The strntcgy that they pursue- 
To give advice instead of do- 
Keeps their lingers on the pulses 
Without recourse to stomach ulcers, 
And brings them monetary gain, 
Wilhout a modicum of pain. 
The wrelclletl object of their quest, 
Reduced to cardiac arrest, 
Is left alone to implement 
The asinine report they’ve sent. 
Meanwhile the analysts have gone _ 
Baclc to client numher one, 
Who desperately needs their aid f-7 
To tidy up tile mess they made. 
And on and on-ad infinitum 
The masochistic clients invite ‘cm. --- 

Until the merciful relieve] 
1 nvokes the company receiver. 

No one really stems to know 
The rate at which consultants grow, 
By sonic amocha-like division? 
Or chemo-biologic fssion? 
They clone themselves without an end 
Along their exponential trend. 

l’hc paradox is each ad&r, 
If he makes his client wiser, 
I nadvcrtently destro);s 
The hasis of his future joys. 
So dots anybody know 
Where latter-day consultants go? 

Ed. /Vole: This first appeared in the 
Financial Times (U.K.), April II., 1981; 
OWL 1lri.5 con&en!, NIL Harvard Business 
Review, September/October 1982. we 
reprint by kind permission of the author, 
Ralph Windle, und the Financial Times 

.h Credit /or bringing; it to our attentr 
goes 10 Duvid 5’. lVillinrns, F.S.A. 

Berbie Rurrrsbottom’s co&led “Board- - 
- 

room Ballads” &re being published NIL 

Britain now, and soon on this continent, 
WC hope. q 
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aI N-ROUTINE BUSINESS OF 
BOARD OF GOVERNORS AND 

EXECUTIVE COMMITTEE 

July to October 1982 

by Kienne~h 7’. Clurk, Secretary 

1. The Roard adopted the Report 01 the 
Task Force to Develop Guidelines for 
Ihe Operation of the Committee On Com- 
plaints and Discipline. These guidelines 
specily procedures to be Eollowed when 
a complaint is made, lor disclosure of 
Ltic outcome Lo the parties, and for re- 
porling to the Board. 

2. The Board considered a report 
(elsewhere in this issue) lrom the Com- 
niillcc on Klections on a questionnaire 
put to a 2s/ro sample of Fellows about 
our clcction ~I’OWSS, ant1 asked that Com- 
mittee: (i) to propose ways to have can- 
didates lor clcclion bcltcr known to the 

Fellows; (ii I to rcconimend ways ol en- 
suring year-to-ycnr consistency in the 

ction process; (iii) to examine other l angcs stiggcsted by responders. 

* 

3. The Board authorized an anlitrust 
review and audit o[ Society activities, 
aimed at giving reasonable assurance 
that our services to members and our 
incidental services to the insurance in- 
diislry comply \vith antitrust law in the 
U.S.A. The rcvicw will be made by out- 
side counsel. 

4.. The Board adopted recommenda- 
tions of the Committee on Planning 
which include a context lor strategic 
planning, and an annual planning cycle 
-also a Statement ol Purpose (digested 
clscwhere on,lhis page) to be pfinted in 
the 1983 Yearbook. The Boarcl trans- 
ferred rcsponsil~ility for the Society’s 
planning OF ils relationship to other ac- 
t:inr.ial hodics to the Committee on Ptan- 
tiing Erom the Committee on Coopera- 
tion and Coordination which it discharg- 
ccl \\.ith thanks. 

5. After discussing the implications 
of a proposed request to the NAIC that 

FSA designation be recognized as the 
AA designation now is, i.e., as qunli- 

to pcrlorm actuarial duties in 
ccr-tifying lile company annual slate- 
merits, the Board referred this complex 
question, and the broader issue OE pro- 
tecting and enhancing the FSA designa- 
tion, to the Committee On Planning. 

6. The Board voted to expose to the 
memhcrs a proposed concise version of 
our present Guides and Opinions. 

7. The Ronrd authorized forming a 
Committee on Relations with Statistical 
Organizations, to maintain liaison with 
such bodies in the U.S.A. and Canada 
wllosc interests ovcrlnp ours. 

P,. Ttic Board made provision for frt- 
turc mcmhcrship discussion of proposed 
amendnienls to otir Constitution before 
votes on them are taken. 

9. The Board considered a rccom- 
mendation from the Committee on Dis- 
cipline for a public reprimand of a tnem- 
Iwr pursuant to Article VII of the So- 
cicty’s Constitution. Acting in accorcl- 
ante with the Committee’s recommendn- 
tion the Board voted to reprimand Mr. 
C. David ‘Williams, A.S.A. of Cincinnati 
For having represented himself as nri 

Knrollccl Actuary: when, in Fact, he was 
not an Enrollecl Actuary, and for having 
signed, on more than one occasion, as 
an cnrolh:d actuary, certain Schedules R 
0E Form 5500, a government Form, and 
for having used an cnrollcd actuary num- 
her which hc was not entitled to use. q 

INSTITUTE OF ACTUARIES 
AFFILIATE STATUS 
Afiliate Memberships aren’t new to the 
Institute of Actuaries, but they are rare. 
Only 1.61 such mcmIxx-s are listed in its 
current Year Book; of these, however, 
G are in the United States. These actn- 
arics have had “the snme rights and 
privileges as Honorary Members”. 

Now, the Council of the Institute has 
introduced what some might call an al- 
ternate route. to Affiliate Membership, 
one which may be of direct interest to 

some of our readers. Fellows of the So- 
ciety of Actuaries-as well as of other 
nnmcd actuarial hodies clsewherc-may 
now become Afilinte Members tither 
(i) by transferring, without cntrancc 
fee, from another class of Institute niem- 
Ilcrship, or (ii) in reinstatement 0E a 
lap4 ‘Institute niemhership, suhjcct to 
Cll~raWC fee IJilt free Of asscssnwll~ for 

stthscription arrears. 
This newsletter’s Editor can answer 

some OF the simpler questions about all 
tliis, tmt those wishing authoritative 
particulars should write to Staple Inn 
Mall, London. E.J.!l!. 

STATEMENT OF PURPOSE 

Ed. Note: See Non-Routine Business report on this page. This is slightly 
abridged; jail text will be in 1983 Yearbook. 

The Society is an educational, research and prolessional organization 
primarily For actirnries in Canada and the United States. Membership is con- 
ditioned on successfill completion OE rigorous education requirements, thereby 
providing assurance to the public that members are trained to perform at a 
high level of knowledge and competency. The Society .encourages theoretical 
and pracl ical rcscarch and supports the continuing 1 ,rofessional development 
of its members. 

Actuarial science is built on evaluation ol financial, economic and other 
implications of future contingent events. The actuary is trained to analyze 
uncertainty, risk and probabilities. The actuary’s domain includes financial 
security and other programs involvin g such contingencies as life, health, prop- 
erty and casualty, retircmcnl, and olher demographic as well as economic and 
invcstnient contingencies. 

The Society OF Actuaries, oriented to contingencies other than property. 
and casitajly, has the following responsibilities: 

I. To iclentiEy, educate nncl qualify pcrsons,with the interest and potential 
to become members. 

2. To provide programs and facilities ior continuing education and pro- 
fcssional clcvelopment of its members and for others interested ,in 
actuarial science. 

3. To promote research in actuarial science and to publish the results. 

4. To maintain and enforce a code of professional conduct for members. 
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TURVEY’S NOTATION (ENGLAND) 

by Frank C. Reynolds 

(This is Article No. 5 in a series.) 

In March 1972, Peter J. Turvey, F.I.A. 
proposed to the lnstitute of Actuaries 
Students Society a notation that dealt 
only with the present range of symbols 
and was limited to the standard compu- 
tcr print characters. 

The function name consisted of two 
parts. The first corresponded to the cur- 
rent central symbol and consisted ol the 
traditional letter with a modifier to dis- 
tinguish between the current upper and 
lower case letters; the rest was a series of 
indicators specifying the parameters. 
These indicators identified: 

“ - the number of lives, and whether 
joint or last survivor 

- the ‘selectness’ of these lives 
- how a ‘term’, if any, is involved 
- the interest rate 
- the mortality basis 
- frequency ot payment 
- conditions regarding premium 

payments.” 

The parameters, except for the interest 
rate, were always to be integers. Arith- 
mcticnl espressions, such as x+n or 
x+10, were considered desirable though 
dificult for computers of those days to 
handle. 

Examples : 
Current 
A,3% 5acso 

Proposed 
AQI(X,6, .03) 
(six being the code 
number for the 1958 
CSO table). 

TTY ~ at i% ABNIC(X,Y,N,I) 

A[xl+t AD (XT) 

nPx:i-q APNAN (X,N,M) 

This proposal, similar to the Australian 
one in Article No. 4,, had the advantage 
that the first one or two letters identified 
the basic function and the rest defined 
the parameters. Number codes were 
limited, logical and understandable. 
Drawbacks were its unfamiliarity and 
narrow scope. Cl 

FOR YOUR READING 
Disability Newsletter No. 341, Evolu- 
tion of Noncancelluble - The Third 
Generation OJ Disability Policies. Au- 
gust 1982. John Haynes Miller,F.S.A., 
Editor. 

A review of the 67-year history of non- 
can disability struggles in North Amer- 
ica that actuaries concerned with 
product design ought not to miss. 

Actuarial Study No. 87, Life Tables 
for the United States: 1900-2050, 
pp. 86. 

Says SSA Deputy Chief Actuary, 
Francisco Bavo. A.S.A., in the Fore- 
word: . . . “nctuaries want to stay 
abreast of changs in mortality to be 
sure that insurance premiums are 
properly set and that pension plans 
are properly funded.” This splendid 
compilation of conlparative data should 
help do that and much more. 

Actuarial Note No. 112, Averqe 
IVages /or 1980 /or Indexing Under 
The Social Security Act s( Automatic 
Determinations for 1982. Eli N. Don- 
kar, A.S.A. 

Sequel to Actuarial Note No. 103 on 
this subject. 

Actuarial Note No. 113, Growth in 
Fringe Benefits. John C. Wilkin, 
F’.S.A., Ronald V. Greasch, A.S.A., 
Milton P. Clanz, A.S.A. 

An analysis of the effects that such 
growth may hove on the long-range 
OASDI cost estimates. 

The above three items are available 
from Office of The Actuary, Social 

The Association of Swiss Actuaries, 
wishing to maintain the scientific es- 
change established during the 21st 
International Congress (1980) is or- 
ganizing an 

INTERNATIONAL SUMMER 
SCHOOL 

at Leysin, Switzerland, 
September 12-16, 1983. 

The topic: Methods and Techniques 
o/ Estimating Claims Reserves, 

This is for any actuaries having 
basic knowledge of risk theory and 
mathematical statistics, especially 
those confronted with claims reserve 
problems. Inclusive price for accom- 
modation, meals and seminar fees is 
SW. Fcs. 350. 

Application form is available from 
Harry H. Panjer at his Yearbook 
aclclrcss. 

,- 

Security Administration, Altmeyer 
Bldg., Ste. 700, Baltimore, MD 21235. 

Carlton Harker, F.S.A., Cost Contain- 
ment of IIealth Care Benejits, 1982, 
pp. 192. Paperback, $30. Order from 
American Institute of Management 
Services, Box 11107, WinsIon-Salem, 
NC 27116. 

A desk nianual of cost containment 
programs. Viewpoints are mentioned, 
“but only in a nonjudglnental way”. 

Robert J. Myers, F.S.A., IV/L~ Do 
People Retire Early? An article in 
Social Security Bulletin, September 
1982. Single copy, $3.50 U.S.A., $4#.LEO 
elsewhere. Order from Supt. of Docu- 
ments, U.S. Govt. Printing Office, 
Washington, DC 204’02. 

Expresses contrary viewpoint IO analy- 
tical method and conclusions, printed 
in same issue, of Eric R. Kingson, 
Ph.D., “The Health of Very Early Re- 
tirees”. 

Journal of Western Gerontological So- 
ciety, Summer 1982 issue, The Older 

/ 

IVorker: Employment and Retirement, 
pp. 80. Single copy, $6.00. Order from 
that Society, 833 Market St., Dept. M, 
Room 516, San Francisco, CA 94,103. 

28 articles, one by Morrison H. Beach, 
F.S.A., aimed at giving authoritative 
information on many aspects of its 
subject, including growth of the aging 
workforce pre-retirement design and 
planning, age-flexible pension benefits. 

E. 8, E. COMMITTEE ANNOUNCES 
PART 5B SEMINARS 

Several 2-day seminars are planned 
for March 1983 on the new Part 5B 
textbook, Survival Models and Data 
Analysis, by R. Elandt-Johnson and 
N. J. Johnson. We hope to use insur- 
ance company conference space in 
cities where enough students support 
a seminar. If feasible, days will he 
Friday and Saturday. Fee: $100 per 
person (not covering meals and hotel 
charges). 

Cities chosen will be announced to 
potential Part 5B candidates in early’ 
January. But even if your city isn? 
on that list, a seminar may be arrang 
ccl if at least 10 attendees can be 
promised. Write or phone Linden N. 
Cole, Director of Education, at So- 
ciety office. 

1 
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e BOOK ON BABBAGE 

Ed. Note: Vc are indebted to Patricia 
L. Shapiro, F.S.A. for lending us her 
copy oj a biography of Charles Babba.ge 
(1791-1871)) much of whose lije was de- 
voted to inventing and constructing 
machines to jree actauries and olher suj- 
jerers from the drudgery of repetitive 
arithrlwtic. Mnboth IIioscley’s I rasci hle 
Genius: The &ire of Charles 13ahbage 
(1954,) was published in the U.S.A. in 
1970 by Henry Regnery, Chicago. 

It is written that, while a Cnmhridgc 
undergraduntc, Buhhage, with a hook of 
logarithms open hefore him, said to a 
friend 2 “I am thinking that all these 
tables might be calculated by machinery”. 
He set this idea aside lor many years, 
during which time he was asked to or- 
ganize and manage a life insurance com- 
pany: and did get as far as to construct 
a mortality talflc and Lo compose a small 
trcntise on the nature of life insurance. 

At ahout age 30 he visualized a mn- 
chine that would “compute tables by dif- 

F cnces”, 

c 

and sliorlly aI-terwards suc- 
fled - .- in luilcling one that would pro- 

uce any tables whose second diffc~&ices 
I . 

-9 

were constant; it first escrcisc was cal- 
c.&iting values of (x2 + s + 41) too 
Gapidly for its rcsnlts to hc copied clown. 

It hcing evident that a general-purpose 
“difference en,$ne” would I)c a formid- 
aLIe undertaking, Bahhnge turned to the 
British Government for financing. Arous- 
ing the personal enthusiasm of even lhe 
hero of Waterloo, the Duke ol Welling 
ton, Hnhhage got the hacking he sou+t: 
which turned lout to he the beginning of 
his troubles hccnusc Lhc practical cngin- 
eering difficulties of producing the instru- 
mcnt proved immensely greater than hc 
or anybody else had foreseen. 

Bahhnge was eventually to gain rccog- 
nition and a measure of material benefit 
during his lifetime devoted, to the point 
of dcstroVing his health, to the diffcr- 
cncc engine and other more advnnccd 
cnlculatin g monsters. 

This is a fascinating book, encourag 
ing to actuaries who themselves esperi- 

.e frustration in bringing exciting 

e 
s to fruition. Though why the word 

I rasci hle” is in the title escapes this 
reacler ; 

w 

the inventor surely displayed 
stonishing patience and consideration 

for others throughout his years of trial. 
Photographs of Bahhage’s machines arc 
displayed-there is also a memorahlc re- 

mark 1.jy ilis mother when her son was 
in understanclable depths of despair: 

“My dear son, you have advanced 
far in the accomplishment of a great 
object, which is worthy of your am- 
bition. You are capable of complct- 
ing it. My advice is, pursue it, even 
if it should oblige you to live on 
bread and cheese.” 

13athnge might hare IJceil, perhaps 
inclecd can be claimed Lo have been, an 
actuary. And so might Augusta Ada, 
Countess of Lovelacc, who thoroughly 
understood what he was doing, even 
down to the clctails, and rendered essen- 
tial support and inspiration. 

E.J.M. 

THE E. & E. CORNER 

0 ues. : Exnminution results jor the 
November 1981 Parts 7 and 9 arrived 
early in Jawary, 1982. Ca,n we expect 
them to arrive about the same time in 
1983 ? 

Arts.: The 1981. Fellowship exam rc- 
Sill ts arrived early hecause Part 7 
(LA-2). was an all multiple-choice exam, 
and Part 9 hid only 62 candidates. In 
1982, essays were added ‘to Part 7, and 
lhe numhcr or candidates sitting for Part 
9 increased greatly. Jt is thercforc likely 
that Fellowship exam results will he re- 
ceived a little later in 1983 than they 
wcrc in 1.982. 

Qua.: Row does the Society har~dle 
questions that were not printed correctly 
or are otherwise unsatisjactory? 

AILS.: If there is more than one cor- 
rect answer, credit is given for any cor- 
rect response. Tf a question has no cor- 
rect answer, the question is eliminated 
from gradin g. 

In one rcccnt Part 7 csam, the order 
of two questions was switched-candi- 
dates near the pass mark had their ques- 
tion books reviewed: and were graded on 
the work that was shown. In a recent 
essay exam, an annuity value ncedecl to 
answer the question was left off-candi- 
dates who recognized the problem were 
given lull credit, as were those who com- 
pleted the question in terms of commuta- 
tion functions. 

‘We give as much credit as possible, 
particularly for candidates close to the 
pass mark. If a problem is significnnt 
enough to change a failing to a passing 
grade, the candidate is given the benefit 
of the do&. Cl 

HOW THE COMMITTEE ON DISCIPLINE 
DOES ITS WORK 

by John III. Bragg 

Since the Committee On Discipline was 
formccl in 1976, eleven disciplinary ac- 
tions have heen taken hy the Society. 
These arose out of 28 complaint cases 
logged hy the Committee, three o[ which 
are still outstanding. This-article’s pur- 
pose is to throw light on thcsc facts, and 
to clear up some of the mystery that sur- 
rouncls the Committee’s work. 

An essential characteristic of any true 
prolession is possession of a code of 
clhics, and of the means for enforcing 
it. The Society dots possess such a code, 

i.c., the GIlides to Professional Conduct 
and the Opinions as to Professional Con- 

duct. It also possesses the means of en- 
forcing its code of ethics; enforcement 
is the work of this Committee. Such in- 
strumcnts arc essential for any profcs- 
sion; Ilirthcrmore, its memljelrj and the 
public at large need to be azuarc that a 
code of elhics csists and is enforced. 

The Committee on Discipline consists 
of a chairman (wt?o must. hc a Society 
past-presidcnl) and at least 1.4. other 
members-at present there are 20.-dis- 
trillutecl by geography and specialty. Its 
past chairmen have been Edwin 13. Lan- 
caster, Charles L. Trowhridge, and John 
M. Bragg; E. Paul Barnhart has h::come 
chairman in the fall of 2982. The Com- 
mittee operates under the dctniled pro- 
visions to he found in Article VII ol the 
Society’s Constitution, supplemented by 
its own written guidelines. 

The Committee considers complaint 
cases which are submitted in writing, 
hut it may also generate cases on its 
own initiative; both forms of initiation 
have occurred. A two-thirds vole by the 
entire Committee is ncecled to impost 
any of the six constitutional sanctions: 
warning, admonishment, private repri- 
mand, public reprimand, suspension, and 
expulsion. In the case of any of the last 
three ol these, the Committee’s action 
must he ratified by the Roarcl of Gov- 
ernors which has power IO downgrade a 
recommended sanction, hut not to up- 
grade it. A member against w1~01n a 
charge which might result in reprimand, 
suspension, or expulsion has been made, 
has the right Lo appear hefore the Com- 
mittec and the Board-in person or by 
counsel. The Committee works closely 
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LETTERS 

The Society’s Syllabus 
Sir : 
I recently came across a letter that had 
IJCCII lost for 17 years. UnFortunately, 
the writer’s signature has become illeg- 
iblc, though the letter was otherwise in- 
tact. It may have a message for actuaries 
who would like to see computer science 
on our course of study. The text, dated 
June 3: 1965, follows: 

“ I write lo express my conviction 
that Computational Methods ought 
to become a part of the Society’s 
syllabus. Since proper use of multi- 
columnar I)xper in performing com- 
putations is critical to an actuary’s 
pcrrnrmance, our proression must 
set to it that new F.S.A.s are pro- 
licicnt in all the following: 

6 Selecting the correct paper. Paper with 
too many columns is wasteful; paper 
with too [ew has to be widened with 
the aid of scotch tape. 

0 Choosing the best writing instrument. 
Ball point pens are superior to foun- 
tain pens which tend to be messy. 

e Selecting the proper coloured pencil 
to he used by the checker. 

o Following sound practices in signing 
and dating one’s work. 

l Heading columns clearly, and using 
abbreviations and symbols consistently. 
Perhaps standard actuarial notation 
for column headings needs to be de- 
veloped. 

Q Performing the calculations. Students 
should be required to demonstrate 
mastery of the Friden desk calculator. 
Possibly the new concept of electronic 
calculators should be taught even 
though it’s obvious that wide-spread 
use ol these expensive machines lies 
many years in the future. 

Addition of this subject matter to the 
course of study will ensure that our new 
l’ellows can multiply and divide with 
efficiency and confidence.” 

(Signature obliterated) 

This unknown writer’s logical argu- 
ment for including “Computational Me- 
thods” on the 1965 course of study al- 
most convinces me that computer science 
helongs in the 1982 curriculum. 

Randall J. Dutka 

b l (i b 

Improvinq This Newsletter 
Sir: 

Frank Di Paolo’s request (May issue) 
for fic,tion and poetry supplements to 
T//c Actuary goes to prove that there are 
actuaries whose interests go beyond 
stuclying for exams (before attaining 
l:ellow.ship)~ and delivering nerve-deacl- 
cning cliches about studying for exams 
(nrtcr they have achieved Fellowship). 
But it will he expensive if more and 
more of us demand special supplements 
pertaining to our own pet interests. Ma) 
1 recommend that the editor choose he- 
I\‘jCCll the following: 

(1) Print no supplements. 

12i Print only supplements on topics 
clemcnstrably o[ interest to evcryhody. 

l’hc lirst csample of a topic of rmi- 
versa1 interest that comes to mind is a 
set of coupons granting discounts at food 
or c!epartmcnt stores-naturally only lor 
items tliat can he ohtninecl everywhere 
that Tire Actwry circulates. T hope that 
other readers \vill come up with equally 
liclpful suggestions. 

l I * * 

Probable-Cause 

Sir: 
Readers of Alistair Longley-Cook’s refer- 
encc to Sir Winston Churchill’s aversion 
to liypliens (March issue) may appreci- 
ate knowing that Sir Winston’s own 
family nnmc was Spencer-Churchill. 

By ditching that double-barrelled 
name hc was able to draw attention to 
IIis descent from the first Duke of Marl- 
borough (John Churchill) ; but having 
dccidcd to drop his own hyphen, he en- 
joyed inveighing against hyphens for all 
purposes. 

Another point: Mr. Longley-Cook sug- 
gests that hyphenated names are created 
to memorialize family names on the 
distaff side that would otherwise dis- 
appear. This is true at the outset, but T 
Ijclicve that the system’s attractiveness 
to suhsequent generations comes from its 
turning a common name (e.g. Jones) 
into an uncommon one (e.g. Armstrong 
Jones). 

Allan Singleton-Green 

c 4, l l 

Passing Ratio 
Sir: 
I was at first shocked to read-E. & E. 
Quiz: October issue-that only 33% 

(392 of l,l.SS) of those receiving PaI 
crcclit in 1970 were Society members by /“-~ 
Spring 1951. But: reflecting on my own 
recolnmeliclation to math unclergrads that 
they write Part 1 even if their profes- 
sional interest is minimal, T recognize 

. that many go no further. A study of Part 
2: or even Part 3, passers might be 
more useful. 

Stephen C. Frechtling 

n 0 d * 

Math Of Universal Life 

Sir : 

Actriarics involved with the Universal 
Life plan may be interested in a com- 
pilation or some formulae used in vari- 
ous lorm filings in California. The basic 
concept of Universal Lift is that polic) 
values will be derived by using a Fackler 
nccumulotiou process. In its simplest 
f0 1.m : 

T, = [‘I’,, (l+i) - RS} /(l-R) 

where T, 7 is the tcrmlnal value, lo is 
ttlc iiiitiat value, i is the rate of inter- 
R is the rate ol mortality and S is t,.. 
bum insured. /- 

\‘CrV Oh there SeCln t0 IJC three for- 

mulae usccl: one in the policy, another 
itI the actuarial worksheets ancl a tllird 
in the computer process. Policies are 
most cliffrcult to decipher; the policy 
value clcfined may be an initial value, an 
initial value hefore receipt of the due 
premium, or the terminal value. The de- 
finition of the monthly deduction depends 
on the interpretation ol lhc lype ot value, 
so the distinction is not trivial. Doing 
the hcst with what can tJe interpreted, 
and ignoring premiums, some six formu- 
lae ha1.e been di&inguishcd. These arc 
the lollowing where TO represents the 
prior terminal value ancl the other sym- 
bols have the meaning above. 

1.. T, = [TO (l+i) - R S] /(l-R) 

2. T, = TO (l+i) (l+R) - R S 

3. T, = [TO (!+I~ (l+i) ) - R S) 
(l+i) 

4. T, = [To (l+i) - 11 S /(l+i)&,, 
/(l:R) 

5. T, = TO (,l’+i) (l+R) - R S ’ 
/(l+i) /c‘ 

6. I’, = T, (l+i) (1-R) - R S ‘f- 
(Ii-i) 

(Continued on page 7) 
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(Continued lronr page 6) 

It seems that #2’is derived from #l hy 
the transformation R/(1-R) ; likewise 
#5 from $4.. #;I is #2 with the rate R of 
#2 divided by (l.+i). 

Also it can he demonstrated that #5 
rate R is approximately #2 rate R times 
(l+i). #G secnis an oll,han. 

A test that is being usccl by California 
is to apply the formula used by the Com- 
pany to a single premium of $112.03910 
for the 1958 CSO AL13 40/0 basis at age 
80. The result at tile encl of a year should 
he zero as this is the single premium 
lor an assurance ol $1000 over twclvc 
inonllls witll monthly survival rate one 
twelfth the power of the annual survival 
rate px. An even distribution of deaths 
gives a ver) similar nmnher. At 4,X% 
the number is 111.75565. For age near- 
est birthcln) at 4,% the number is 
107.71559 and at 4,%0/, 1.07.4~4286. Rates 
per thousand to satisfy this test are 
10.0724, 1.0.174~9z 10.14~17, 10.1072, 
10.2104 and :10.1394# for eocli of the 

wve six mcihocls respectively for lhc 

+ 
J table and 4.70 interest. An actuary 

\ ,shg to’ -test-his-formulae- may like 
to try this test ollt. RInyl~e it could be 
expanded to include premium payments: 
since it seems that interest may not nl- 
\vays Ix crcditecl for the entire monlll 
\;rhcn payments are received on ~hc dlle 
(!>I tc. 

The algchra is interesting; the hancl- 
ling of moclel premiums and calculations 
OII other than a monthly hasis would 
seem to have a wide range of approaches. 
The use of the monthly death payments 
assumption in the test described ahove 
may he too liberal and not in conformity 
with the Standard Laws. Much may he 
of interest only to the purist, and it is 
interesting to see how such a simple 
theory can have such a variety of rate 
charges. Any c:ornmenls and clisc~~ssions 
will hc very welcome. 

John T. Gilchris~ 

ATTENTION ACTUARIAL. TRAINING 
DIRECTORS 

cre are significant changes in the 
Course of Reading. Plcasc re- 

who intend to study for Part 
3 to examine carefully the C&rse of 

in the 1983 Examinations 

HOW MYERS SERVES SOCIAL SECURliY 
COMMISSION 

(Ed. A’orc : This is he second 01 IWO 
rrrhc1c.p. l’hc firs1 IUUS in our Seplember 
issue. ) 

This reporter spoke with Robert J. 
Myers ahout his role as Executive Dircc- 
lor of the National Commission on Social 
Security Reform. 

R4vcrs clescrihed two Commission 
goals: Virst, lo invcsligate both short 
and long term financing allcrnalives for 
the OASDI system; scconcl, Lo arrive at 
consensus recommendations on how to 
solve its finnwin g prohlems. Hc views 
consensus as essential because possible 
solulions: whicll fall inlo the general catc- 
gorics of raising lnscs and rcclucing fu- 
t[lrc gro\vth of I~cncfi~s, are likely to lx 
polilicallp distastcfrll. Remedial legisla- 
lion can he cspcctccl only ir bipartisan 
Congwssionnl agreement, hased on hi- 
parlisail Commission recommendations, 
tlcvclnpr;. 

The Commission’s plan oE attack has 
IKCII lo explore potential Idng-term solu- 
tions first, on the grounds that anything 
done to solve them may also help to solve 
the short-lcrm prohlems. 

\Vhy can this Comn~ission cspcct to 
achieve greater success than the various 
commissions and panels that prececlecl 
it? Myers believes that this Commissioll 
enjoys two advantages: (1) the financial 
prolJcms have hecome urgent, and (2) 
seven members or Congress who play 
key roles in cnactlng legislation are on 
the Commission. Current laws that allow 
ilIter-fund borrowing are purposely tem- 
porary, thus tending to force a lasting so- 
lution. Anyway, IhiS temporary borrow- 
ing wo:rld proviclc adequate financing 
only till the micldlc. of 1984#, when all 
trust funds (OASI, 111 and HI) arc pro- 
jectecl to he exhausted. 

Myers, as Esccutive ,Director of lhe 
15member Commission, does not vote. 
He and his staff however, proviclc its 
members with a steady flow of memoran- 
da giving I,nckground ou possihlc solu- 
tions ill language helpflil to the mcmhers. 
Myers: Ilien, is the Commission’s actu- 
arial consultant. To Junction effectively 
;w such, he cannot puhl icly take sides on 
the issues under discussion, hut he does 
djscuss his private views with Alan 
Greenspan, the Commission Chairman. 

The rest of this article will offer a 
glimpse of just three topics cliscussed in 
h’lycrs’ mcmorandn. 

Alternative Method Of Benefit 
Indexing 

One of the main causes of the funds 
dcplction is recent inflation, as price 
Icvcls (related to the funds’ outgo) rose 
inster than wage Icvels (related to their 
income). One of Myers first memoranda 
dealt \vith the “wage-price differential”, 
\vllich he called “hy far the most impor- 
tan1 economic element in connection with 
the long-range financing of the OASDI 
program.” 

“At times, it has heen suggested 
that it wo~~lcl III: highly dcsirahle for 
the OASDI system to be on a hasis 
such that it is automatically self- 
acljustcd so as to lw stable over the 
years, regardless of chnngcs in eco- 
nomic conclilions. In turn such a 
basis worild eliminate the present 
dcpcnclciicc of the program, as to 
ils finaiicinl stnhility, on the eco- 
nomic assumptions chosen for the 
cl.ctuarial cost cstimntes and on the 
resulting esperience. 

L‘SucIi a result was nchicved in part 
in the 1977 Amcnclments, insofar as 
the computation of initial benefits 
is conccrnccl--namely, hy the pro- 
cedure of wageindexing the earn- 
ings rccorcl and, at the same time, 
adjusting the hcncfit formula ac- 
cording to changes in the general 
wage level . . . 

“A change in the program can be 
made SW.+ that, if it is on a sclf-ad- 
jristing hasis, the benefit structure 
could, become completely self-stabil- 
izing., Specifically, what should he 
done is lo provide that the automa- 
tic benefit increases no longer he 
based on the percentage increase in 
the Cl’], hut rather on the increase 
in nationwide wage rates minzu 

1%c/o, or some other fixed percent- 
age . . . :’ 

Increase ,In Normal Retirement Age 

ln contrast IO the ‘ad hoc’ proposals 
that would gradually raise the normal 
retirement age (NRA) to 68, Myers pro- 
vided hackground on how the NRA 
might he indcscd. 

“The proposed methods would in- 
crease the NRA only if longevit) 
actually increases. This procedure 

(Conhued on page 8) 
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Committee on Discipline 
(Corttinued jrdm page 5) 

with the Society’s General Counsel, Alan 
II. Laznrescu, on all disciplinary cases. 

Our Committee operates under a rule 
of conficlcntinlity which is required hy 
our Constitution in all cases except those 
resulting in public reprimand, suspen- 
sion, or expulsion. One purpose is to 
prevent harm to an innocent person’s Ca- 
reer tllrough innuendo. Another is to 
prevent permanent harm to a career 
from a minor infraction. The Comrnit- 
tee has hccn well impressed by the wis- 
dom of this rule of confidentiality, 
though the opposite side to that coin is 
that the Committee’s work b’ecomes 
cloaked in mystery. 

What ki ncls of case come before the 
Committee? They may be arbitrarily 
classified as “Business Ethics” or “Al- 
leged Cheating on Exams by Associates”. 
(Cheating ivy csnminees hclow the As- 
sociate 1~x1 is the E. & E. Committee’s 
province.) 

The business ethics cases cover a wide 
varicly 01 situations, ranging from frivo- 
1011s to serious. Many arc dropped be- 
cause the matter is not within the Com- 
mittee’s ptlrview, or is withdrawn by the 
complainant. Cornpnratively few, but 
some, cases involve allcgccl malpractice 
of actuarial science; these are the ones 
on which the Committeee can render an 
cspccially useful service to the profession. 

A final word ahout the other actuarial 
bodies on this continent. They all have 
disciplinary procedures similar to our 
own. Is there any kind of jointly con- 
ccivcd disciplinary action on a particular 
case? No! Each body must take, and 
dots take, its own independent action. 0 

Fellows Views 

(Continued /ram page I ) 

dent or as a member of the Board of 
Governors. (There is already a ban 
against repeating as President). 

Our Committee has been given three 
,jobs to do, for which see the Report of 
Non-Routine Business in this issue. 

A complete compilation and analysis 
of the results of this questionnaire, con- 
sisting of about 130 pages, is available 
from the Society office in Chicago for 
$10 a copy. q 

Three Strikes 

(Continued jronr page 1) 

present, the hurdle he didn’t surmount. 
The opposition came from a group of 
younger men who had just passed their 
examinations and were resolutely agninst 
anyone bypassing the rigors they had en- 
d II red. 

Evans reniainecl active in the Society, 
and also in the Americrui Institute in 
which he’d become a Fellow other than 
by examination in 1919, a member of 
the Board of Governors in 1921, and 
President in 1924 

Strike Three (1928) : In the light of 
Percy Evans’ service to the profession, 
Society President Edward E. Rhodes 
sent a letter to all Fellows asking whcth- 
cr or not he should be made a Fellow. 
That informal survey turned up 16 
ne*rativc votes 0 : more than enough to 
veto nornination. News of this made 
Evans decide to get along without Fel- 
lowship in the Actuarial Society of 
America. 

Lust Lnugh (1949) : In June 1949 all 
Fellows of either the Actuarial Socict) 
or the American Institute became of 
equal status as Fellows of the Society of 
Actuaries. Percy Evans, by then four 
years into his retirement, must have 
chuckled about that. q - 
MYERS HONORED AT 
OCTOBER ASSEMBLY 
A symposium on the tlreme, “Checks and 
Balances on Social Security” drew near- 
ly SO authorities Ior a day’s animated 
discussion on the campus of the Ameri- 
can College in Bryn Mawr, Pa. on Octo- 
ljcr 29th. The event’s organizer, Yung 
Ping Chen, Ph.D., Research Director of 
the McCahan Foundation, presided. 

The occasion, marking Robert J. My- 
ers’ distinguished career dating from 
U.S. Social Security’s early days, opened 
with a dinner the previous evening, at 
which many personal anecdotes were told 
and warm tributes paid. Three gcnera- 
tions of the Myers’ were present. 

Formal papers were discussed and in- 
formal presentations made on seven ses- 
sion topics ranging from historical to 
forecasting. Ten F.S.A.‘s participated. 

Dr. Chen announced that the papers 
and discussions will be printed in due 
course. ‘When they are, this newsletter 
:vill tell our readers of their availability 
nn d cost. E.J.M. 

Myers Serves 
(Continued from page 7) - 

Lends to serve as a stabilizing device 
insofar as the luturc costs of the 
OASDI program are concerned . . . 

“The specific proccdurc , . . can be 
illustrated lay consiclering what 
would be dolIe in the initial adjust- 
mcnt. In 1985, when the 1979-81 
Life Table will be available, the age 
\vould be determined in sucll talJk! 
at which there is the snmc espcctn- 
Lion of life as at age 65 in the 
1969-71 Life Table (15.0 years). 
Although the 1979-81 Table is not 
yet available,a preliminary table fol 
1980 indicates that the equivalent 
ngc is 67.0. Thus, life espectancy at 
the current NRA increased 1)~ 2.0 
years. The new normal retirement 
age would then be the current age 
(65) plus 50% of the 2.0 years in- 
crease in life expectancy, yielding a 
new normal retirement age of 66.” 

Automatic Changes In OASDI 
Tax Rates Y==+ 

‘;. . . (T) he OASDl tax rate for 199: 
and after, as prescribed under pres- 
ent law would be left unchanged ./- 
(at 12.4yo for the employer and 
employee combinccl) until the de- 
fined ‘adequate funcl ratio’ (of fund 
halance to one year’s benefit pay- 
ments) has been built up. This ratio 
is defined for purposes of illustra- 
tion as being lletween 50% ant1 
55%. 

“When the iuncl ratio first equals or 
exceeds 60.070, the combined em- 
ployer-employee tax rate for the 
nest calendar year woulcl bc retluc- 
cd hy .4%.” (Thereafter, the action 
as to the tax rate for a particular 
year would be dcterminecl by a pro- 
cedure that Myers described, de- 
pending on the direction in which 
the fund ratio moves.) 

These excerpts have but scratched the 
surface of Myers’ memoranda to the 
Commission. Apparent advice in them re- 
flects not necessarily his personal beliefs, 
but rather hypotheses on how stabil% 
tion might be accomplished. There 
ample evidence of the respect accoro,,<; 
his actuarial knowledge and judgment, - 
and the solid trust that this Executive- 
Director and actuarial consultant has 
earned in the eyes of the Commission 
members. q 


