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THE SHRINKAGE IN PART 1 PASSERS

by Linden N. Cole,
Director of Education

Since 1976, when the number of our stu-
dents passing Part 1 reached its historic
peak, the numbers have steadily decreas-
ed, thus:

1976 1,654
1977 1,526
1978 1,523
1979 1,285
1980 1,249

1981 1,225

What this may mean for the fulure
growth of Society membership can he
foréseen by postulating a few rough but
reasonable assumptions, viz.,

a. That 309% of those who pass Part 1
will become Associates three years
later (modified for years immedi-
ately ahead for which we already
know something aboul progress
through later Parts).

h. That 80% of new Associates will
hecome Fellows three years later.

¢. That existing membership is sub-
ject to attrition, by death and with-
drawal, at the rate of 1/2 of. 1%
annually. : v

This arithmetic has heen done for cach
of five conceivable Part 1 passing levels,
with the following results:

Total Society Membership,
Projected To 1995
5Year

At Society  Compound Annual
Dec. 1 Membership . Increase Rate
1970 - 3,754 - .

2 1975 5404 7.6%
7,974 . '”8.]." -

(Continued on page 7)

AS ONE MAN SEES US

Andrew Tobhias, The Invisible Bankers—Every-
thing The Insurance Industry Never Wanted
You To Know, 1982, pp. 336, Linden Press,
Simon and Schuster New York $15.50.

Reviewer: Deborah Adler Poppel
Andrew Tobias does his homework. He

did it on investments (The Only Invest
ment Guide Youwll Ever Need), on

Charles Revson (Fire and Ice), and on .

get-rich-quick schemes (The Funny
Money Game). His latest subject of study
is the insurance industry.

A consistently entertaining writer, even
when handling fairly dry 51|b_|ects, To-
bias doesn’t sacnﬁce accuracy in his

quest for entertainment. He does, though, .

sometimes . choosc . entertalnment over
complete clarity, begetting mlsleadmﬂ
statements. For example, he says llle

(insurance) industry, alone among major
American industries, has managed to
exempt itself from federal regulation”;
the existence of “state regu]ahon isn’t
mentioned till a later chapter.

One problem is that these misleading
passages are the ones that reviewers pick
up. (Even this reviewer fell "into the
trap!) The l:\)person is much more like-

ly to read these reviews, e.g., in News-

week, Savvy, People, than to read the
book. These reviews paint the book as a
cruel exposé of our industry. But the
book is basically fair; it’s the reviewers
who are damning us. (Is it possible the
author knew lhlc would happen, so de-
liberately studded his work with ‘contro-
versial statements?)

Note that I said “basibélly fair.” To-
bias repeatedly pursues an irksome anal-

ogy between insurance companies and
banks. Viewing our-payout of cash sur-
render benefits net ol expenses, profit
and death claims as akin to a bank sav-
ings account, he concludes we pay nega-
tive interest, never poinlintr out that if

you die a day after opening a savings: - -

account you get back your initial de

(Continued on page 1)

AERF DOLLARS
by James C. Hickman, AERF Secretary

The Actuarial Education and Research
Fund is charged by its parents, the five
North American actuarial organizations,
with promoting useful research on actu-
arial topics. lis assets of $73,300 at the
end of 1981, nearly all in a short-term

_asset. account managed by a Chicago

bank; were allocated thus:
Wolfenden
“monograph = $ 1.1 (thousands)
_Lo_ss distribution _ T
texthook 3.1
Social Security
monograph- 355
" Halmstad prize  10.0
Unallocated ~~ ~ 23.6
733

~Prolect Status

- The” Wol l'enden monooraph pro]ect
supported by ‘an lndl\'lduﬂl deS]r"nﬂled
contribution, is: to republish; with added
commentary, someé piorieering papers on
graduation by E. L. De Forest and H. H.
Wollenden. ST

The loss distribution texthook, princi-
ﬂ] Contrlbutors Pl’OrS H()gg :1n(] I\lug
man of University of Iowa, is well along
under direction of a task force headed
by Charles C. Hewitt, FCAS. Tts sup-
porting funds are coming from property-
casualty and-reinsurance companics.

Thé -Social Security “monograph is
funded by contributions from consulting

and - insurance firms. in the cmployee

benefit field. and enjoys cooperation of
the S.5.A.5 Office of the Actuary ert
ing is to begin later this year.

Interest income from the Ha]mstad

“Fund provides the annual prize for the

best contnbullon lo actuarml research
literature. . - . o

(Contirued on' page 1)
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’As One Man Sees Us

(Conunued /rom page 1)

) . posit but if you die a day after buying a

life insurance policy someone gets a
windfall. This was sloppy reporting in an
otherwise well researched hook.

What does the author say about actu-
aries?
“Actuaries forccast claims, crank in
assumptions about interest rates
and, thus armed, set insurance
rates. They excel at statistics, prob-
ability theory, compound-interest
calculations and the extrapolation of
trends. They say things like (and I .
quote) ‘The adjusted  rates were
graduated by a Jenkins fifth dilfer-
ence modified osculatory interpola- .
tion formula with fourth differences
at the end points set equal to zero.
" They tend to be conservative.”

A bright spot is that although he com-
plains of an excess of lawyers, under-
writers, agents, and insurance in general,
he never says there are too many actu-
aries.

-1 needn’t ‘expound - on- Tobias™ hook;

Valerie Sands did this capably in the
National Underwriter (April 3, 1982).
It is important that actuaries not dis-
miss this hook with, “Who does this guy
think he is to tell us how to run the in-
dustry?”. This guy is basically an edu-
cated consumér; his misconceptions and
gripes are those of the consumer, albeit
expressed with sophistication; his solu-
tions, the ill-advised as well as the feasi-
ble, will appeal to consumers. We should
prepare ourselves with rebuttals to his
misconceptions, and with our solutions
to his gripes.

At least buy the book, it’s deductible.
|

Actuarial Software Catalog
Available

The first Actuarial Software Catalog,
a project of our Committee on Com-
puter Science described in our Sept.
1981 issue, has been published. To
obtain a copy, send $3.00 to Society
of Actuaries, Box.98474, Chicago, IL
60693.

Systems for employee bencfits are
listed separately from those for life
and health actuarial operations.

Shrmkuge
(Conunucd from page 1)

Assumption A: Level 1,200 Part Y

Passers

1985 9,678 . 3.9
1990 11.221 . 3.0
1995 12,725 2.5

Assumption . B: lcvel 1, 600 Part 1

Passers

1985 9,798 4.2
1990 11,932 4.0
1995 14,013 3.3

Assumption C: Level 2,000 Part 1

Passers

1985 9,918 4.5
1990 12,643 5.0
1995 15,300 3.9

Assumption D: 10% Annual Increase
(from *81)

1985 9,722 4.0
1990 12,172 4.6
1995 . 16,203 5.9

Assumption E: 2% Annual Decrease

(from ’81)

1985 9.678 39
1990 11,117 2.8
1995 12,359 2.1

Nonc of these five possibilitics will
achieve membership growth even ap-
proaching in percentage what we have
experienced during the 1970’s. Even to
accomplish growth rates in the 3%-5%
range—the second and third projections
—would require a recruiting and pub-
licity effort beyond the scope’ o[ anytlnnv
presently contemplated.. .

Actuarial Notation = - -
(Fontznlted from page 6) -

difficulties that prmlers and even typms
have with the notation are barriers to
getting books and. papers published.

The subsidiary arguments for change
get into the practicing actuary’s world.
The present notation is difficult to convey
by the spoken word-—a problem in every-
day work and even more so for the stu-
dent attempting to comprehend a proles-
sor in the classroom. Computer incompati-
bility too has been identified as a practi-
cal problem, though less édnd less so as
computer {lexibility grows.

Our next article will begin to examine
various proposals for change that have

heen offered. O

AERF Dollars

(Continued from page 1)

Unallocated funds, largely contribu-
tions by individual actuaries, support
AERTI’s administrative activities and new
projects still ahead.

Income and Expenditures

Income
Contributions # 14.0 (thousands)
Interest 6.4
20.4

Expenditures -

Halmstad prize 1.2 (thousands)
Administration 2.9

IF'und solicitation 3.3

Research Director 7.1

Project development 1.3

$ 158

AERF’s Research Director is Cecil J.
Neshitt, University of Michigan. Tis Di-
rectors are in our 1982 Yearbook, p.19.

O

SOCIAL SECURITY REPORTS- ~

Tt is specially important this year that
actuaries familarize ourselves with atleast
the official sumimaries of the Social Se-
curity Trustees Reports. These help us
to evaluate the funding and benefit pro-
posals being made and criticized as the
system’s dec1snon making- lime approach-
es. There is also supplementar) material
useful to many of us. The following have
heen issued recently:

I. Trustees Reports

Single copics of two summarics are
yours l'or lhc askmn, Viz.,

Summary 0/ the 1982 Annual Reports of the
Social Security Boards of Trustees. 23 pp. Re-
quest this from Office 6f the Actuary, Social
Security Administration, Baltimore, MD 21235.

Summary of the 1982 Annual Reports of the
Medicare Board of Trustees. 20 pp. This is
a ncw summary that has been prepared, says
Roland E. King, 'F.8.A. “hecause of public
misconceptions regarding the nature of the
trust funds and their financial problems.” Re-
quest this from Burcau of Data Management
and Strategy, HCFA, Office of Financial and
Actuarial Analysis, Room 1.C-11 Qak Meadows
Bldg., 6325 Security Blvd., Baltimore, MD
21207.

And of course actuaries who will read
them should include in their letters re-
quests for the full texts of the customary
three Trustees Reports.

(Continued on page 8)



