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SUPPLEMENT May, 1987 

THE VALUE OF THE ACTUARY - THE FUTURE OF THE SOCIETY 

A Report and Commentary on the Actuariarl Profile Survey 
From the Committee on Planning 

In recent years, the Society has been 
taking a more critical look at the at- 
titudes of members toward our profes- 
sion. Change:; in business and society 
have had a profound impact on most 
professional organizations. This special 
supplement to 7%e Acfuary examines 
those changes most profoundly affecting 
us. It examines the skills our members 
see as needed for survival and success, 

courses of action that the Society 
take in planning its course. 

Background 
Rapid comrnunicarion, rising levels of 

educational achievement and popular 
(rends toward “power sharing” are .just 
a few of the major forces of change that 
have affected our institutions over the 
past generation. As a result, few 
organizations in a modern democra1ic 
society can truly claim to speak with one 

voice for all their members. 
This is as true of professional 

organizations like ours as it is for cor- 
porations, poli1ical parlies or govern- 
ments. Indeed, some have observed that 
the professions may have been the most 
seriously affected by these changes. 

Mass communication and the 
availability of technology have been 
cited as underlying causes of 1,he 
“defrocking of the professional priest- 
hood”. Today, everyone can be (heir 
own doctor, lawyer, or, if need be, their 
own actuary. 

In a simpler age, i1 seemed easier to 
represent the interesls of “all 

a 

ericans”, or “all Canadians”; “all 
‘tars”, “all farmers” or “all ac- 

tuaries”. Today, such a task is I’or- 
midable. III many situations, what were 
once fairly homogeneous groups have 

become little more than collections ol 
special interests. 

These are just a few of rhe societal 
shifts that make governance of a profes- 
sional body more difficult than it once 
was. They provide the backdrop from 
which your Board of Governors and the 
Committees charged with the issues of 
survival and governance of our profes- 
sion have attempted to chart the 
“proper” course for the Society as we 
approach the final decade of the 201h 
century. 

The Value of the Actuary - 
Yesterday, Today, Tomorrow 

As life, health and pension actuaries, 
our unique talents are measuring, 
managing and communicating rhe con- 
tingencies of dying too soon, getting 
sick, and outliving the productive years 
of life. Our common bond is that WC 
have the skills to provide our employers 
and clients with information that will 
help them bcttcr manage their insurance 
and pension operations. 

As professionals whose specialty is 
evaluating the impact of conringent 
events, actuaries will have to assume 1hc 
role of financial services “futurists”. 
This will require that we be able to iden- 
tify change, cspccially that which sug- 
gests discontinuity from past experience. 

We will have IO exercise more “right 
brain” 1hinking and incorporate “sol‘r 
data” in10 the “hard data” that we, as 
“left brain” thinkers, are more ac- 
customed 10 handling. 

One theme tha1 pervades t hc discus- 
sions of the Committee on Planning is 
how actuaries will ply their unique 
talents in the face of an ever more com- 
ples business world. 

Our interest has been sparked by 
perceptions of actuaries that they no 
longer command the professional respccr 
they once did. More acruaries today fear 
that they are being replaced by MBA’s, 
economists, statisticians, accountants, 
and other business practirioners. Our 
concern is fed by admissions ot 
employers and clients that they no longc~ 
look 10 actuaries as the esclusive 
purveyors of knowledge of contingent 
even1s affecting 1hcir businesses. 

Concern is also espressed tha1 the 
Society’s promotion of the profession, 
ils supporr of recruiting efforls, ancl its 

education and examination processes are 
producing too many “back room techni- 
cialls” and not enough “up front” 
generalists and managers who can com- 
municate effectively with clients and 
employers. The prevailing theme is rhar 
the future will place much more demand 
on actuaries with skills to solve unstruc- 
tured problems. 

Tomorrow’s actuaries will need IO 
communica1c more effcctivcly with thei 
clients, and wi1h non-actuarial managers 
in their own organizations. 

After extensive analysis of mostly 
subjective information on this topic, 
and discussion of the skills that ac- 
tuarics will need in order to comprise an 
effective profession in the year 2000 and 
beyond, the Committee on Planning 
decided to substitute some facts for 
impressions. 

It commissioned the Acrmrinl Proli’le 
Surve.v, which was sent to all members 
last year, to determine how important 
they viewed various skills, and what ac- 
tions they had taken to dcvclop them. 
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THE ACTUARIAL PROFILE SURVEY - SUMMARY OF RESULTS 

By Marta L. Holmberg 

The survey was sent to all 9,435 active Canadian and U.S. 
members of the Society. A total of 3,833 responses were 
received. For a survey of this type, 41% is a fairly high 
response rate. Respondents were fairly representative ol 
Society membership, except that FSA’s were over-represented 
and career ASA’s under-represented. 

On the whotc, respondents reported satisfaction with their 
professional success, with 86% saying that their success met 
or exceeded their expectations. The 14% reporting career suc- 
ccss below cspectations were also far more dissatisfied with 
the inconsistency between success and their nbilitics - 56Y0, 
versus I IYo for respondents overall - and espressed I‘al 
more professional dissatisfaclion generally - 44Y0, verws 
14O10 overall. 

Rcspondcnts ovewhelmingly rared their future oppor- 
tunities positively - 43OIo “escellcnt”. 41 Yo “good”, and on- 
ly 10% “average” and 2Yo “poor”. The remaining 4% 
answcrcd “not applicable”. 

Information about the Respondents 

Type of work Insurance 
Consulling Companj 

Direct involvcmcnt - 
tcchnicnl actuarial 
WOJk 12% 23Yo 

Primarily conceptual role I9Vo 23Yo 
Ccncrnlly manngcrial 

I‘unct ion 4 “lo I 3 Yo 

The rcmuining 6070 wcrc involvecl in ncndcmic (I OIo), 
govcrnmcnI (2Y0) and “other” work. 

Income 
wmw 

- 

SOX- 

28X- 

x.x - 

24x - 

Z?X- 

WX- 

,ex- 

tex - 

14x - 

(lx - 

10X- 

Attraction of the Profession 
Most respondents - 53% - became interested in actuar- 

work during college, while a significant segment - 22% - 
were already interested when they began college. The profes- 
sion attracted them primarily because for 62% it provided a 
means to make practical use of their mathematical skills. 
Salary expectations were reported by 13% as the primary 
motivarion, and 10% cited espectations for advancement. 

Education 
A majority of respondents received their undergraduate 

education in mathematics - 59% - or in actuarial science 
- 19%. Younger respondents were more likely to have 
entered college with plans to become actuaries - 29% - and 
to have majored in actuarial science - 30%. Thirty percent 
of respondents have at least one post-graduate degree. 

Perceived Skills and Ho& to Maintain Them 
Respondents rated themselves highly on most personal 

characteristics cited in the survey, but only average on “risk- 
taking ability”, “asserriveness” and “managerial ability”. 
They see themselves as “independent”, “benevolent”; 
“results-0rienred” rather than “rccognirion-oriented”; and 
“task-oriented” rather than “people-oriented”. 

Respondents recognize the importance of various non- 
technical skills such as communications, both oral and writ- 
ten, wirh non-rcchnical audiences; problem identification and 
solution; strategic planning; and time management. They 
reported having made significant efforts to improve th?L., 
skills in these essential areas, with company-sponsor 
courses and seminars the primary vehicles foi communica- 
tions, and conceptual and management skills. 
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0 
Actuarial Profile Survey 

The survey also asked members to 
provide information about their work 
and career progress, and to provide per- 
sonal data that would enable the Com- 
mittee on Planning to better determine 
what skills and other personal 
characteristics fit various actuarial 
career paths. 

The Committee indicated that the in- 
formation developed from the survey 
would be used to guide the Society in 
developing strategies for career counsel- 
ing programs, expanded continuing 
education, and different approaches to 
recruiting. 

Pages 2 and 3 of this special supple- 
ment provide the highlights of the 
Survey results, which were presented to 
members at the General Session during 

the 1986 Annual Meeting. 

It is followed by commentary from 
four members of the Committee and 
from ‘a distinguished observer not in- 
volved with formal Society governance. 

The Board of Governors and the 
Committee on Planning hope that this 
special supplement will generate lively 
discussion among our members on the 
future course of the profession. 0 

THE ACTUARIAL PROFILE SURVEY - SUMMARY OF RESULTS 
(Continued from Page 2) 

Society-sponsored courses and seminars wet’e, as expected, 
the most frequent methods used to improve or update 
technical skills. Four-fifths of the respondents believe that the 
Society should take an active role in providing skills develop- 
ment programs; a majority believes the Society should pro- 
vide programs of its own, and also direct members to ap- 
propriate outside programs where it does not have the 
resources. 

“Technical” vs. “Non-Technical” Actuaries 
Respondents in technical functions were more likely to be 

in the early stages of their careers, typically ASA’s still taking 
xams; they tended to be more introspective and stability- 

6 
eking than lheir counterparts in less technical roles. In 

general, technical actuaries evaluated themselves somewhat 
below average on “risk-taking” and near average on “asser- 
tiveness”, “leadership”, “self-assurance” and “managerial 
ability”. 

Non-technical actuaries presented a different profile. They 
consider themselves more “active”, “decisive” and “variety- 
seeking”, and rate themselves highly on “assertiveness”, 
“leadership”, and “communication skills”. They are more 
likely to have postgraduate degrees, and less likely to have ob- 
tained their undergraduate degree in actuarial science. 

Other Characteristics 
As age increases, the percentage reporting an unespectedly 

high degree of success rises fJOn1 24% below age 35 to 35% at 
ages 50-54. Primary function progresses with age from 53% 
technical/35% conceptual below age .35 to 19% 

n technical/48% conceptual/29% managerial at ages 50-54. 
Salary levels show a similar trend, with most under age 35 
earning from $30.000-$74,999. By ages 45-49, most earn 
from $50,000-$99,999, with 25% in that age group earning 
$150,000 or more. . 

The percentages who consider themselves satisfied with 
their professional success were surprisingly constant across all 
age groups except the highest; 92% of those age 60 and over 
were satisfied. These percentages were also quite constant 
across professional environment, with the esception that a 
urprisingly high 95% of actuaries in academia and govern- 

* 
ent said they were satisfied with their work. These two 

arms of employment are generally less rewarding financially 
than the private sector, which suggests that some actuaries 
consider other factors beside economic reward in rating job 
satisfaction. 

Earnings/Success - Another Perspective 
The salary data were also analyzed against criteria sug- 

gested by James Anderson in his 1985 address to the new 
Fellows of the Society. By mid-career, which he defines as age 
30-40, Anderson suggests that typical actuaries should be 
earning annually in thousands of dollars their age in years 
plus 30. 

Successful actuaries should be earning in thousands their 
age times 2.5. “Exceptionally successful” actuaries in their 
“mature career” stage should earn in thousands of dollars in 
excess of 4 times their age. 

By these criteria, the 760 respondents between ages 35 and 
39 would be classified as follows: 

Unsuccessful (below $50,000) 
Average ($50,000-$87,499) 
Successful ($87,500 & over) 

18% 
5 I 070 
31% 

The 997 respondents between ages 40 and 54 would be 
considered: 

Unsuccessful (below $70,000) 28% 
AWage ($70,000-$99,999) 30% 
Successful ($lOO,OOO-$149,999) 23% 
Exceptionally Successful ($150,000 & over) 19% 

Anderson’s criteria yield a somewhat less positive view of 
professional success than the survey respondents gave on a 
subjective basis. Many of today’s 35-year-old FSA’s earning 
in the $6O,ooO to $70,000 range consider themselves SLIC- 

cessful, and would probably be so considered by their 
colleagues. 

Several personal characteristics also demonstrate a trend by 
age, with self evaluations of “tenacity”, “energy”, “personal 
happiness” and “communications skills” all rising-with age. 
Respondents under 40 were evenly split in their quest between 
“variety” and “stability”; by their 40’s, most sought “vari- 
ety”, but over age 50, had shifted back to “stability”. 

These are the principal results tabulated from the Survey 
that the Committee on Planning is using to develop its recom- 
mendstions to the Board for changes in specific programs 
and overall strategy of the Society. 

Members interested in more detail may call or write Dr. 
Marta L. Holmberg, Examination Staff Consultant, at the 
Society Office. 0 
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Rx FOR THE ACTUARIAL PROFESSION: 
A BROADENED PERSPECTIVE 

The environment in which actuaries 
opcrare has changed dramatically in re- 
cent years. Most believe Ihis rapid 
change will continue in Ihc fuIure. The 
actuarial profession must, thcreforc, 
rcvisc ils mission lo assure lhat its 
members continue to bc cl‘fccIivcly 
scrvcd. 

The changes in our cnvironmcnt are 
I‘undnmcntol. They impact both the 
scicncc on which Ihc actuarial prol’cssion 
is based and the businessc$ we serve. 
Marc and more, other financial profes- 
Gonals hnvc cnpabilitics and training Ihat 
inlcrsecl with those of lhc actuary. 
Consider: 

I The relali\.c importance of ninny of 
the conlingcncics wc clcal with conIinucs 
lo chnngc. For cuamplc. lift actuaries 
historically \\or’riecl primaril! about 
mortality aiicl pcrsislenc!; risks. Today, 
Ihc keys to financial success in most life 
insurance companies lit in el‘l’ecti\.c 
management 01’ t hc cspensc and invcsI- 
mcnt risks. 

2. New contingcncics are emerging 
and 111~1st bc dcl‘ined and mnnagcd by 
actu~ric~. ‘ 

3. The businesses we serve are chang- 
ing. For esample, many life insurers are 
becoming broader “financial services” 
cornpanics; many group health insurers 
are becoming “healthcare providers”. 
Also, there is an increasing interna- 
Iionalization of our business. 

4. Mathematical approaches to ac- 
tuarial issues are consistently being re- 
fined and enhanced. 

5. Historic actuarial career path op- 
portuniries are disappearing. For esam- 
plc, in many insurance companies the 
“chief actuary” litle is on the way out, 
with 3 career path of “chief financial of- 
ficer” often being an allernative. 

The traditional ways of defining and 
managing financial security programs 
arc disappearing. The needed skills - 
entrepreneurial versus administrative - 
and the values - intuition and nurturing 
versus planning and numbers - are 
ofren differcnI and demand that the ac- 
t uariul profession respond. 

Husk Assumptions 
II is assumed that the actuarial profes- 

sion can and wants to determine its 
future. We can inlluence the future 
Ihrough our recruiIing, selection, educa- 
tion and research programs. We presume 
that there is sul’ficicnt “reason for our 
being” to jusrify the effort. 

The most important elemenr of 
change activity is clcfining the core of ac- 

tuarial science in a way that maintains 
the uniqueness of the core body of 
knowledge, yet that reflects the realities 
of the emerging new financial world. 

Issues 
There are several issues that must be 

carefully addressed: 
I. The inerIia of the profession. We 

tend to make evolutionary changes, 
adapting slowly. Can we wait’? 

2. The limited resources of the Socie- 
ty, both in financial and human terms. 
How can we best focus Mhat we have? 

3. How do we - how should we - 
view our role r~is a r/6 the financial 
businesses we serve? 

Perspective I: We are actuaries who 
work in financial services businesses; 
or 
Perspective 2: We are business people 
who are actuaries by profession. 

4. How do we - how should we - 
balance the scientifk and human aspects 
of our basic training, continuing educa- 
tion and research? Consider: 

l Stress on memory and problt 
solving 

l Non-scientific issues requiring ac- 
tuarial perspectives - e.g., AIDS 
and Risk Classification 

l Communication with our many 
constituencies 0 

VALUE OF THE ACTUARY 

The value of the actuary is a function 
of whn~ actuaries arc able to do as in- 
dividuals, the eslcnt I0 which Ihcir 
capabiliries are seen to be linked to theil 
sIaIus as actuaries, the supply of ac- 
tuaries compared to I hc dcmnnd, and the 
user’s perception of Ihe acIuary as an in- 
dividual and as a member of a 
profession. 

Users of actuarial services form their 
perceptions as a result of their en- 
counters wilh individual actuaries, with 
lhc profession a5 a whole, or with its 
research and publications. The percep- 
tions of individuals are a funclion of 
how knowlcdgcablc we are, how \ve 
conimunicatc. and IlO\\’ LVC presenr 
oursclvcs. 

Today’s uscr5 o 1. actuarial services 
seek ONI actuaries 1.01. advice 011 technical 

issues requiring acluarial espertise. 
However. on more general matters re- 
quiring a combination of technical es- 
pertise and general and benefit 
knowledge. they often turn to others, 
and may prefer others. The actuary too 
often talks as if the members of the au- 
dience are all actuaries, and forgets that 
in communicating with non-actuaries, 
we need IO use Ihcir words, not ours. 

In the field of pensions and other 
cmployec benefits today, many functions 
have to be performed. Some require ac- 
tuarial espertise, some analytical and 
quanritative - but not actuarial - es- 
pcrtisc, while orhers require general 
knowledge of the field but not quan- 
titativc espertise. Specific laws and rules 
interact with the application of actuarial 
science to pension funding and account- 
ing, and to plan clesign. Many in- 
dividuals who are not actuaries have 
substantial cspertise in bcnct’its, and do 

work that overlaps that done by ac- 
tuaries. Some of them work in com- 
panies sponsoring benefit plans, some in 
consulting firms, and others in insurance 
companies. 

People who work with benefit plans 
rely on a significant amount of literature 
with varying levels of technical content, 
much of which can be viewed as quite 
practical. I believe that if high quality 
practical literature on technical issues 
came from the Society it would enhance 
the image of the actuarial profession in 
the eyes of the users. Today, however, 
the major sources of that literature are 
from outside the actuarial profession. 

The Society is simply not viewed as a 
source of literature or a place to publis-h, 
research on employee benefit top ’ 
unless it relates to specific “actuarial,- 
topics like funding or actuarial science. 
The appearance and distribution of the 

(Co,lrir~~rrd 011 page’ 5) 
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Value of the Actuary 

publication is an issue as well as the 
content. 

In 1985, the Society and the American 
College of Hospital Administrators 
jointly sponsored a symposium, 
Healthcare in the Future. The program 
topics were broad, and the topic is of a 
great deal of interest. The proceedings 
were, however, published in offset form 
from typed copy without even any of the 
improved appearance one gets from a 
modern word processor. It gave a 
message that we do not expect anyone to 
take these proceedings seriously as im- 
portant material. This seems to me to be 
particularly sad, since this is an area 
where a good looking book or journal 
issue could have received a lot of atten- 
tion in the employer, health care and 
public policy communities. 

I believe that if we want the Society to 

CIC, 
viewed as the scholarly organization 
ere “broad-based” pension and 

employee benefit specialists can turn for 
information, then we must change our 
publications policy. We need to be con- 
cerned about content, appearance, and 
distribution. We should be seeking to 
market our publications to plan spon- 
sors, public policy makers, insurance 
carriers, and health care providers. Even 
if we do not do research, if we publish it, 
we then get our name associated with it, 
and people change their view of what we 
do. When we do publish material, it 
often looks unprofessional. I recom- 
mend that we evaluate our external - 
and internal -- image, and determine 
whether changes are needed in order to 
become more effective and less narrow 
as a profession. 

We also need to consider the issue of 
research. Employers who use actuarial 
services and the actuaries working for 
them use various sources of information. 
Public policymakers do also. Surveys are 
seen as very important. There is a great 
deal of interest in knowing such matters 

the assumptions others are using, and 

a 
v they design their plans. 

The Society and the actuarial profes- 
sion in the U.S. are not a source of 
anything used by pension actuaries for 
assumption setting escept on mortality 

and disability. The Canadian Institute of 
Actuaries publishes an annual compen- 
dium OT economic data for assumption 
setting. The Society does not do anything 
similar. 

In addition to surveys, there are a 
number of other issues involved with 
pensions and medical coverage after 
retirement for which research would be 
helpful. This issue will be the subject of 
major public policy debates over the next 
30 years. These debates will take place 
regardless of whether or not there is high 
quality information that serves as 
background. 

Some of the questions that will be con- 
sidered include: 

l What are appropriate retirement 
ages, and how should public policy en- 
courage retirement at specific ages? 

l What is appropriate as a Social 
Security earnings test? 

l How can medical care for older 
Americans be financed? 

l What is the appropriate level of 
care? 

l What is the appropriate role of the 
government, employer and individual in 
providing financial security? 

l Is coverage of the public by private 
retirement and medical plans adequate 
for tax preference to be justified? 

l What levels of benefits should be 
permitted in tax-preference plans? 

We know mortality is improving but 
we could go much further in analysis of 
the implications of changing mortality 
and in investigating what is happening 
with life expectancies. We know medical 
care costs are different by age, but we do 
not have good data on what costs are by 
age or by other significant factors that 
affect costs. We know that different 
types of plan design influence utilization 
of different medical services, but there is 
relatively little in the actuarial literature 
on this topic. Virtually none of the 
literature I have read on this topic over 
the last few years was in the Society’s or 
other actuarial publications. 

The Society should be involved in 
research on these issues, and actuaries 
should be players in the discussion. To- 
day, there is little if any research on these 
topics within the framework of the 
Society, and actuaries are generally not 
involved in these discussions. This leads 
to actuaries being viewed in narrow 
technical rather than in broader roles. q 

ACTUARIAL SUCCESS - AND LESS 

By Michael J. Cowell 

Actuaries love statistics. People like to 
read statistics about themselves - 
especially when the numbers tell them 
what they want to hear. Ah, but ac- 
tuaries are more objective than most. So 
when it comes to a survey about 
themselves, they’ll not only read the 
pluses, but will note the minuses. Or will 
they? 

The Actuarial Profile Survey that the 
Society conducted last year tells us a lot 
about how we perceive ourselves. 
Especially about the 86% of respondents 
who said that their career successes meet 
or exceed their expectations. It is on 
those 86% that most of the analysis of 
the survey focuses. That is as it should 
be. 

But is anyone addressing the other 
14%? Or is the lot of the cynics to see the 
glass l/7 empty rather than 6/7 full? 
And will anyone listen to the skeptics, 
who point to the number of unem- 
ployed, when the government’s index 
just fell another tenth of a percent? 
Probably not. But that empty l/7 means 
more when you are part of it. The low 
index means much more to those who 
have just joined the unemployment line. 
And while the economics are nowhere 
nearly as serious, the “underemployed” 
- a category that includes a number of 
actuaries - almost certainly view their 
career results falling short of expecta- 
tions. 

This item of “counterpoint” in the 
current series of articles addresses what it 
means to be a “successful actuary”; the 
seriousness - or otherwise - of the I /7 
of actuaries who consider themselves less 
than successful; and what we can - or 
should - do about it. 

Assume for the moment that the “un- 
successful” l/7 is also representative of 
Society members who didn’t respond to 
the Survey. That means approximately 
1,500 FSA’s and ASA’s for whom the 
effort to obtain their professional 
designation has met with less than 
satisfactory career results. 

There are suggestions that the more 
“successful” would be more likely to 
respond, and that the less successful, or 
“unsuccessfuI”, would be less willing to 

(Currrirlllctl “l, ,xl’t 6 1 
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Actuarial Success - And Less 

share their experiences. If that is true, 
then the number may be larger. But 
1,500 is a large enough group for the 
main point of this article. It’s within the 
memory of many members that our en- 
tire Society didn’t number that large. 

Actuarial Success 
Among the more concise definitions 

of an actuary is a professional who 
evaluates the financial impact of con- 
tingent events. The contingencies that 
have formed the basis of our specialized 
mathematical training have traditionally 
been mortality - the risk of dying 
prematurely, or of outliving one’s 
economically productive lifetime - and 
sickness or disability. 

Interest, the reward for foregoing the 
use of money now in return for later use, 
includes a risk premium element that 
represents the contingency of default. 
Until recently, however, most actuaries 
tended to view interest rates as static in- 
dices, rather than as values comprising 
an clement of a contingent nature. 

In real terms, mortality has become 
one of the more stable events, and in- 
terest -one of the least predictable 
measures. The emphasis that our train- 
ing has historically given these con- 
tingencies now seems inversely propor- 
tional to their importance in the “real 
world” of measuring, managing and 
communicating risk. 

Much concern has been expressed late- 
ly about the declining “Value of the 
FSA”. One evidence of this is the 
preference that many actuaries see 
employers and clients giving MBA’s, 
statisticians or economists to perform 
tasks that a few years ago would have 
been the natural province of the actuary. 

For our profession to remain vital, we 
have to bridge the gap in our education 
and training to emphasize those con- 
tingencies and those concerns that have 
greatest significance for our employers 
and clients. This means not only keeping 
the formal syllabus current but, perhaps 
more important, keeping ourselves cur- 
rent long after we achieve our profes- 
sional designations. 

The attention given in recent years to 
“C-3 Risk” is an important step in the 
educational direction. Even greater in- 
volvement will be required of North 
American actuaries in the assets side of 
the balance sheet for our profession to 
maintain its stature, let alone to regain 
the ground that some of our members 
perceive they have lost to other 
professions. 

The Society’s new approach to educa- 
tion that is being implemented in the 
Associateship Examinations as the 
“Flexible Education System” will assist 
in this transition. But even more effort 
will be necessary to keep our educational 
system tuned to the needs of the financial 
services environment of tomorrow, not 
of yesterday. 

Continuing education is today one of 
the “luxuries” provided by our Society: 
tomorrow, it may become a necessity for 
continued success, if not for survival in 
the profession. 

For those actuaries content to work 
in a highly technical setting all their 
careers, these shifts may be of little con- 
cern; indeed, they may not have yet 
been perceived. The prevailing view, 
however, is that the demand for purely 
technical or “backroom” actuaries will 
continue to decline, and that the suc- 
cessful actuary will increasingly have to 
be a “manager” and “communicator” 
of risk, not merely the “measurer” that 
has been our traditional role. 

If Not Money, Then What? 
Success, to be sure, is a highly subjec- 

tive matter. To some it means job 
satisfaction: to those who look for more 
quantitative indicators, income is usual- 
ly taken as the most readily available. 
Beyond an income level IO maintain 
reasonable living standards, most peo- 
ple place job satisfaction ahead of 
economic reward. The survey suggests 
that actuaries are no different in this 
regard. 

There is a strong suggestion in the 
survey results that not all actuaries - 
perhaps not even a majority - measure 
success in purely economic or monetary 
terms. Of course, it could bc argued 
that with median salaries in the vicinity 
of $60,000, actuaries enjoy more than 
mosl wage earners the luxury to reilcct 
on whether their \vork is consistent with 
their abilities. And on such reflection, 6 

out of 7 actuaries consider the match a 
good one. 

One objective measure suggested by 
James Anderson in Which Future for 
the Actuaria/ Profession?(IJ relates in- 
come to age. The summary of Profile 
Survey results on page 3 measures 
members salaries against Mr. Ander- 
son’s criteria. However, a large number 
of survey respondents who consider 
themselves “successful” actually earn 
less than some of those who report 
career success below expectations. 

The analysis of the Society’s data 
reported in this supplement suggests 
that Anderson’s criterion produces a far 
less positive view of “success” than 
reported by otir members who answered 
the survey. It is, perhaps, a hopeful sign 
that, in evaluating their personal 
priorities, most actuaries know how to 
apply subjective criteria other than 
monetary income. 

In light of these findings, a major 
contribution by the Society to the suc- 
cess of its members would seem to be 
projecting future demand for actuarial-., 
skills, and producing enough ne 
ASA’s and FSA’s to keep the relation- 
ship between supply and demand in 
proper balance. 

In this context, proper balance would 
mean enough actuaries to meet the 
needs of prospective employers and 
clients, but not so many as to lower 
prevailing income levels below the point 
that the profession would no longer at- 
tract new members. 

In the final analysis, of course, it is 
the market that will set the balance bet- 
ween what actuaries bring by way of 
education, training, attitudes and skills, 
and what employers and clients are 
seeking in terms of professional advice 
to assist in the management of their 
businesses. 

The Society can have little more than 
a minuscule impact on the financial ser- 
vices environment in which we operate. 
It can, hoivevcr, greatly assist us to 
predict the future of that environment, 
and to prepare its members through 
education and training to operate in it 
to the maximum of their potential. 0 

/? 
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ES/FEM AND THE 
VALUE OF THE ACTUARY 

The Society of Actuaries recently 
distributed a White Paper on Future 
Education Methods (FEM). This paper 
was prepared by the E & E Committee 
for review and comment by members 
and students. A White Paper on a Flexi- 
ble Education System (FES) was 
distributed last year. A major force 
behind the development by the E 61 E 
Committee of the FES and FEM con- 
cepts has been the “Value of the Ac- 
tuary” issue, which the Society’s Com- 
mittee on Planning and Roard of Gover- 

nors have been cliscussing over the last 
several years. This issue is addressed in 
some depth by members of the Commit- 
tee in this Special Supplement on the Ac- 
fuarial Profile Survey. 

The FES/FEM concepts are viewed as 
part of the solution for addressing con- 
cerns about the value of the actuary to- 
day and in the future. In the complcs 
and fast moving environment that we see 
now, and espect to see more of in the 
future, changes such as FES/FEM in 
basic actuarial education, along with 
comparable steps in research, public 
relations, recruiting and continuing 
education, are necessary to maintain the 
value of the FSA. In this way, the Soci- 

ety leadership hopes to maintain and 
even increase both the real and perceived 
membership satisfaction that is shown in 
the Profile Survey results. 

It is hoped that readers of this supple- 
mcnt will gain a greater awareness and 
understanding of some of the back- 
ground that has Icd to FES/FEM. The 
Committee on Planning hopes that this 
will be helpful in evaluating the concepts 
and proposals of the recent FEM White 
Paper. 

WC urge all members and stuclcnts IO 
make their views known by responding 
IO the FEM questionnaire included with 
the White Paper. cl 

A STRATEGIC PLAN FOR 
THE SOCIETY OF ACTUARIES 

By James C.H. Anderson 

My hypothetical client, the Society of 
Actuaries, has engaged me to assist in the 
preparation of a Strategic Plan intended 
to establish the future direction of the 

rofession and the role of the Society 

e 
yond the year 2000. This is the Ex- 

cutive Summary of my report. 

Principal Findings 
l The Society of Actuaries, since its 

founding in 1949, has succeeded in 
establishing and maintaining high pro- 
fessional stanclards among its members 
by administering an educational and ex- 
amination program which requires aspir- 
ing members to demonstrate superior 
mathematical .skills and specialized es- 
pertise in areas relating to the traditional 
scope of the profession. 

l The members of the Society, 
because the qualification process is in- 
tellectually demanding, have benefited 
substantially, economically and other- 
wise, from the scarcity value created by 
the high standards. 

l The members of the Society, in con- 
trast to many other professional groups, 
have also benefited substantially because 
they earned reasonable incomes and in- 
curred no significant costs during their 
period of early training. This is because 
the insurance industry and other 
mployers 4 have operated a “farm 
{stem” for future members of the 

orofession. 
l On several past occasions, com- 

peting professional organizations have 

emerged, sponsored by individuals and 
groups disadvantaged by the exclu- 
sionary membership standards of the 
Society or not adequately served by the 
narrow focus of its areas of interest. 
These competing organizations include: 

l The Casualty Actuarial Society 
(CAS) organized 1914. 

l The Conference of Actuaries in 
Public Practice (CAPP) 1950. 

l The American Society of Pension 
Actuaries (ASPA) 1966. 

l The last two organizations were 
established concurrent with efforts to 
consolidate the profession on an exclu- 
sionary basis: 

In 1949, the Actuarial Society of 
America and the American Institute of 
Actuaries merged to become the Society 
of Actuaries. 

In 1965, the American Academy 01 
Actuaries was organized under the spon- 
sorship of the established professional 
organizations. 

l In 1975 the U.S. Government re- 
jected the proposal of the Academy to 
use the existing membership criteria of 
the Academy for the purpose of the 
Employees Retirement Income Security 
Act, finding its standards unrealistically 
high. Since then, the Joint Hoard for the 
Enrollment of Actuaries has developed 
qualification standards for this purpose. 
Enrolled actuaries as such have no stand- 
ing within the Society, but are eligible to 
become members of the American 
Academy of Actuaries. ’ 

l The Canadian Institute of Actuaries 
has been more successful than the 
Acaclemy in maintaining control of 
uniform qualification standarcls for ac- 

tuaries within its jurisdiction. It has 
recently begun to push for broader 
qualification procedures, including 
casualty practice and possible recogni- 
tion of universily training. 

l During the period of steady growth 
that occurred in the life insurance in- 
dustry from 1950 to 1970, the supply of 
actuaries meeting the qualifications of 
the Society was adequate to the needs of 
that industry. In the pension and 
employee benefits field, which experi- 
enced estremely rapid growth cluring and 
since that period, the supply of actuaries 
meeting the qualifications of the Society 
was inadequate to meet the needs of the 
market; thus, alternative and less 
demanding qualification standards 
emerged and became accepted by the 
marketplace. 

The casualty actuarial practice, long 
neglected by the Society, experienced es- 
plosive growth from 197.5 onwards; the 
substantial and growing needs of this 
branch of the profession have been met 
by the Casualty Actuarial Society, an 
organization which seems to have 
adopted standards of qualification at 
least as demanding as those of the Socie- 
ty of Actuaries. 

l Since 1970, the growth of the lift in- 
surancc industry has slowed dramatically 
in the arca of individual products, 
heretofore the dominant area of practice 
for members of the Society. Unbundled 
products and advanced computel 
technology have diminished the demand 
for actuaries, particularly those who are 
technically oriented. 

Now a major consolidation of the 
lift insurance industry seem< certain and 
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l The Society of Actuaries should 
revise its qualification standards in a way 
that permits it to attract members in- 
terested in these wider fields. 

The core requirement should remain 
mathematically oriented and demanding, 
but with less emphasis on .mathematical 
theory and more emphasis on applied 
mathematics (such as general probability 
theory, statistics and computer science). 
It is unrealistic lo continue to require a 
demonstrated espert knowledge of life 
contingencies or pension funding tech- 
niques from those intending to practice 
in other branches of the wider 
profession 

The flexible education proposal now 
under consideration represents a 
reasonable first step. To address the 
probable over-supply of members 
trained in existing areas of practice 
primarily served by the Society, a major 
retraining program is needed to equip 
some of these members, particularly 
younger ones, to engage successfully in 
new and growing segments of actuarial 
practice. 

f- 
l The Society of Actuaries, notwith 

standing its premier position in the ac- 
tuarial profession in North America, is 
also the most threatened of the estab- 
lished actuarial organizations because 
the areas of practice it now serves are 
shrinking. 

It should seek an amalgamation with 
the Casualty Actuarial Society, the Con- 
fercnce of Actuaries in Public Practice 
and the American Society of Pension 
Actuaries to espedite its move to widen 
its esisling focus into growing areas of 
practice. Such an amalgamation is prac- 
tical only if its terms are widely inclusive 
for members of the constituent organiza- 
tions; an amalgamation on esclusionary 
membership terms is likely IO fail and, 
even if it succeeds, likely to spawn a new 
competing body. In particular, there 
must be a role for the Enrolled Actuary. 

l These recommendations, if adopted, 
are not likely to be embraced en- 
thusiastically by the membership of the 
Society. They are likely IO be viewed as 
threarening to the hard-won advantages 
long enjoyed by the members. Accord,- 
ingly, the pcrcelved problems addressed 
by the Strategic Plan must be widely da 
understood before the Plan itself can be 
implemented. cl 

A Strategic Plan 

imminent; among the economies of scale 
expected to result is a reduction in labor 
costs for actuaries. Some believe the de- 
mand for actuaries within the life in- 
surance industry has already declined. A 
further decline, perhaps of major pro- 
portions, is clearly indicated. The decline 
is likely to be most severe as it relates to 
those whose skills are primarily 
technical, as contrasted to managerial. 

l In the pension and employee 
benefits field, many recent developments 
have also diminished opportunities for 
actuaries meeting the qualifications of 
the Society. Current emphasis has 
shifted away from defined benefit plans 
and towards defined contribution plans; 
away from risk sharing of health care 
costs and towards self-insurance; away 
from retirement and health-care 
employee benefit programs of the tradi- 
tional type and towards flesible benefits 
and total employee compensation 
programs. 

These changes diminish the need for 
traditional actuarial skills while increas- 
ing the demand for administrative and 
human resource skills. Some consulting 
firms active in the field distinguish their 
staff members as “actuaries” or “con- 
sultants”, viewing the former as pro- 
viding technical support and the latter as 
the true professionals. 

l In summarv 
re+t ;i rZl ?4’,:‘10~~“l!oZ: many years, “ < ’ 

within the wider actuarial profession. Its 
qualification standards have been elitist 
and exclusionary, which has operated to 
the bencfir of its members. 

AI an early stage, arguably at a time 
when clemanding standarcls of qualifica- 
tion were unnecessary, it abandoned the 
needs of the casualty actuarial branch of 
the profession. At a later stage, it did not 
meet the growing and progressively non- 
technical needs of the employee benefits 
branch of the profession. 

Devclopmenrs within the life insurance 
industry and elsewhere now suggest that 
the future demand for actuaries in the 
arcas of practice primar,ily served by the 
Society is likely to dimlnlsh ancl be cs- 
cecded by the supply of actuaries 
meeting the qualifications of the Society. 

This will diminish the economic and 
other benefits of membership. More- 
over, the future role of the Society within 
the wider profession is likely to diminish 
further if its current narrow focus and 
exclusionary membership policies 
continue. 

Recommendations 

l The Society of Actuaries should 
redefine the branches of the actuarial 
profession it intends primarily to serve in 
a way that includes those branches and 
new extensions of the profession likely to 
experience reasonable future growth. 
These include: 

l Casualty actuarial practice. 

l Employee benefits consulting in the 
wider sense. 

l Investment management and super- 
vision. 

l Management consulting to the 
financial services industry. 

l An expanded practice in the area of 
long-term forecasting. 

QUO VADIS 

By Gary Corbett 

For some time the Committee on 
Planning has been discussing and in- 
vestigating the role and the value of 
the actuary in today’s world. In the 
next few months, we’ll be turning our 
attention to the actuary of the future. 

You’ve read what Committee 
members and others see as our prob- 
lems and opportunities. What does 
your crystal ball foretell? Are the 
Society and the other actuarial 
organizations appropriately preparing 
us for the 2lst century? Even if we 
continue our attention to current 
FSAs and ASAs, most of their careers 
will be spent in the 2lst century. 

As the Committee on Planning and 
other Society bodies look to the 
future, we’d appreciate learning of 
your concerns and ideas. Please send 
them to me at my Yearbook address 
or express rhem in person to President 
Ingraham or me at Society meetings 
or in our visits IO local actuarial clubs. 


