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Ask An Actuary 

A 
n innovative president and a 
decisive Board of Governors 
propelled the 1992-93 Society 

of Actuaries program year forward, 
driven by the rapid pace of changes 
within the businesses actuaries set-ve. 
It was not a “business-as-usual” kind 
of year. It was “heads-up; look what’s 
happening” time. 

Public policy events, such as U.S. 
health care reform, and consumer 
issues, such as sales illustrations, drew 
actuaries into the media spotlight. i?5e 
Wall StwetJournal, New York Times, 
and the National Undewriter were 
just a few of the publications reporting 
OII actuaries being involved in analysis 
of the numbers behind the headlines. 
This media attention brought new 
focus on the profession. 

I am proud to be un actuary, 

At the same time, SOA President 
Walter Rugland called for members to 
step forward and become more visible 
as expert problem solvers in any finan- 
cial arena. The “Ask An Actuary” 
program Rugland introduced in his 
incoming president’s address October 
1992 (printed in the January 1993 
Actualy) struck a responsive chord. 
He asked mernbers to share his vision: 
“1 see the day in the 21st century that 
whenever a business or government 
decision maker has a question about 
risk, her or his first thought will be, 
‘Ask an actuar-y.“’ An April 1993 
article in The Actuary reported 
members’ initial response. 

By November 1993, members had 
pinned OII and handed out more than 
26,000 “Ask An Actuary” buttons aB 
over the world as a tool to initiate 
conversatiou about actuaries’ capabili- 
ties. An information card with eight 
points about the profession helped 

convey the “Ask An Actuar-y” concept. 
Members gave buttons to co-workers, 
clients, students, community leaders, 
government leaders, news media, and 
actuar-ial clubs in severa1 countries. 

During the year, the button showed 
up in some unexpected places. Millions 
of viewers of the David Letterman 
show on October 18 saw a member 
attending the annual meeting in New 
York hold LIP his button to the CBS 
cameras as he walked through 
Rockefeller Center. An “Ask An 
Actuary” button appeared in the halls 
of the U.S. Congress when SOA Board 
member Alice Rosenblatt testified on 

health care reform at the House Ways 
and Means Committee November 9. 

Two surveys - (1) among those 
who requested them from the Society 
ofice and (2) among those at the New 
York annual meeting - gave valuable 
feedback. Both groups reported posi- 
tive responses from others, with 93% of 
Group 1 and 77% of those in Group 2 
who said they distributed buttons, 
experiencing either “very positive” or 
“somewhat positive” reactions. The 
top three purposes named by Group 1. 
for requesting buttons were to: 

l Increase awareness of profession 
l Boost morale/motivate 
l Show pride in profession 
Group 1 felt satisfied (50%) or 

somewhat satisfied (45%) that the 
button served its intended purpose. 
Facing leadership challenges 
Part of the “Ask an Actuary” concept 
was exploring the possibilities of new 
opportunities in other areas, as well as 
strengthening actuarial influente in 
traditional areas. 

This carne during a growing need to 
address shrinking job opportunities 
within traditional actuar-ial roles. 
Anecdotal evidente, but no hard 
numbers, indicated a rise in unem- 
ployed actuaries. 

of age. It is poised to tuke Q 
leading role in keeping our 
businesses and financial 
systems strong. 

Members began to express concern 
about the finure viability of the profes- 
sion. A survey taken at the three 1993 
spring meetings reflected the feelings 
of nearly 10% of the U.S. membership. 
While 85% of the respondents to the 
“You and Your Profession” survey 
were satisfied with what they were 
doing professionally, a lesser percent- 
age, 74X, would choose to become an 
actuary if selecting a career today. 
Three out of four believed their opporl 
tunities at their companies were 
“excellent” or “good,” with 25% 
rating their opportunities as uaverage” 
or “poor.” Three out of ten felt “very 
prepared” to compete in today’s 
employment market, and six of ten felt 
“somewhat prepared.” 

In 1993, the number of students in 
the exam process decreased. For the 
November 1993 Exam 100, registrants 
fell 16% from November 1992 regis- 
trants. Overall, November exam regis- 
trants were down 7.5% fi+om last year. 

To be responsive to members’ needs 
and concerns in the current economic 
and political environment, the SOA 
Board of Governors had to address 
severa1 tough questions: 

l Could those already in the profes- 
sion adjust the way they viewed their 
present roles and future opportunities? 

l What could the SOA do to help 
those in transition who once viewed 
this profession as providing job secu- 
rity for life? n 

l Did the SOA’s basic education 
prepare new actuaries for the challenge 
of adding value to organizations look- 
ing at the bottom line? 
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· What would supplcmcnt tradi- 
tional positions for thc mushrooming 
student population when they 
obtained their actuarial designations? 

· Was research structured well 
enough to extend actuarial science's 
knowledge base? Was it timely enough 
to apply in practice areas in today's 
workplace? Could strengthened 
relationships with universities advance 

efforts? 
[ continuing education ot~:r- 

rags advancc practice arca knowledgc? 
· What could thc SOA lcarn f?om 

the actuarial profession in othcr coun- 
tries addrcssing similar issues? 

The Board knew the future of  a 
strong, )'ct vulncrablc, profession 
could depend on the way it dcvelopcd 
its answers. 
Confronting employment  issues 
Unemployment  in the profession 
became a major concern for the first 
time in the Society's history. Thc 
Board looked for ways to support its 
members in transition and to 
strengthen opportunities where possi- 
ble. The Board took several steps: 

· It  established the "We Care" 
program, which initiated deferring 
dues for up to two years of  those 
members who were unemployed. 
By Januan~ 1994, the We Care 
Commit tee  plans to have a resume 
matching service in place. 

The Actuary of  the Future Section 
established to carry on the 

mcmber-driven groundwork laid bv 
the Actua l '  o f  thc Future Task Force 

to scck cxpandcd opportunitics in 
nontraditional areas of  practice. 

· Because of  financial constraints 
for public sector actuarics to partici- 
pate in Socie%, activities, it adopted a 
ness, three-year program for full-time 
government-employed actuaries that 
included waiving registration fees to 
one continuing education event per 
year and paying travel cxpcnses up to 
$2,500 a year to attend committee or 
task force meetings, similar to thc 
program already in place tbr thll-time 
academic actuaries. 

We are more than 
"backroom technicians," 
restricted to the liability side 
of the balance sheet. Recent 
advances in actuarial 
education and research 
position actuaries as useful 
advisors in asset 
management as well. 

· A new communication vchiclc, 
The Presidential Circle, was used by 
the SOA president to contact SOA 
members who have attained CEO,  
president, or other senior positions 
within companies that employ actuar- 
ies. The purpose was to make thcm 
aware of  advances in actuarial science 
and of  SOA programs that can add 
value to their companies '  operations. 

· The student newsletter, The 
Future Actuao,, focused several articles 
on job hunting in today's environment, 

The S O A  's international contacts 
include students such as these masters' 
candidates at Nankai University 
(China). The S O A  continues to support 
the Nankai program with exam fee 
waivers, textbooks, and curriculum and 
thesis guidance. The Committee on 
International Relations has received 
requests for help from other universities 
in China, Russia, and Eastern Europe 
and has sent copies of the Transactions 
to Bulgaria, Bangladesh, and Moscow. 
The S O A  waives foreign center fees for 
candidates writing exams in Mexico. 

in addition to those on exams and 

professional development. 
Basic education adjusts to 
marketplace 
Although the decline in examination 
candidates may be a result o f  a shifting 
job market for actuaries, it is expected 
that those staying in the exam system 
will have a stronger commitment  to 
the profession and a more realistic view 
o f  their future opportunities. This year, 
several steps were taken to make sure 
candidates obtaining designations are 
prepared for the marketplace: 

· Strengthening the requirement to 
obtain an Associateship designation 
from 200 to 300 credits as of  July 
1995. The additional credits come 
from the current core Fellowship 
exams. This will ensure that new ASAs 
will not only have mastered the mathe- 
matical core needed, but also will have 
a stronger practical foundation and 
m o r e  elective options. 

· Implementing the n e w  Finance 

track to enhance preparing candidates 
tbr investment and asset m a n a g e m e n t  

· Retaining a testing firm, Professional 
Examination Services, to w o r k  with 
S O A  volunteers and staff to accelerate 
changing the nature of the S O A  exams 

- shifting the emphasis from testing 
memorization to testing a wider range 
of relevant skills 

· Changing the catalog lifetime - 
the guaranteed period of time for which 
earned examination credit is valid - to 

three years from six years. This makes it 

(con tin ued on page 10) 
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Year in Review (continued) 

easier to accommodate needed changes 
in educational requirements. 
Committees and task forces 
restructured for faster response 
The first year under the SOA’s change 
from a functional to a practice-driven 
approach reorganized most committee 
and task forte work under one of four 
practice areas: life insurance, retire- 
ment systcms, health benefit systems, 
or financia] and investment manage- 
ment. Each practice area manages its 
own research, education, professional 
development, and practice advance- 
ment. The May 1993 Ac&~ly contained 
an explanation of the new structure. 

experience in pmblem 
solving positions us ta be 
valuable contributors to the 
highest levels of decision 
making in any company. 

The health practice area, in particu- 
lar, was able to respond rapidly under 
the new structure as events developed 
in health care reform. SOA staff and 
members helped in the Ameritan 
Academy of Acruaries’ efforts to respond 
to public policymakers’ need for objec- 
tive analysis. As the November 1993 
Accctary reports, the Clinton adminis- 
tration, the Academy, aid the Society 
rallied severa1 actuaries prominent in the 
health care field to serve as volunteers 
to look at portions of the administration’s 
cost estimates and other issues in the 
proposal. Several Academy work groups 
and longer-term SOA task forces 
continue to analyze issues and partici- 
pate in hearings on the complex compo- 
nents in this major public policy debate. 

Thc Dynamic Solvency Task Forte 
is another instance where a practice 
area has stepped in to respond to an 
important professional issue. The 
finance and investment management 
practice area is managing this task 
force’s work, which cuts across all 

practice lines. In response to the 
Academy’s position that insurance 
company management should obtain 
from a qualified actuary a written 
financia] condition analysis report, che 
task forte has initiated work on a 
Dynamic Solvency Handbook and held 
seminars for those who may be 
appointed to issue this financia] condi- 
tion analysis. April and September 
1993 articles in ?%e Actzbnry detail the 
work of this committee. Four of the 
five current research projects in the 
finance and investment management 
practice area address issues related to 
dynamic solvency testing. 
Programs restructured for 
flexibility 
One of the directions set in the 1992 
Strategic Plan now being implemented 
is that “continuing education programs 
provide skills actuaries need to address 
the current finnncial, economic, and 
public policy issues.” This year, a task 
forte recommended some changes that 
the Roard adopted in October to 
accomplish this. As a result, the tradi- 
tional spring meeting format has been 
changed from three meetings to two 
traditional meetings and a third new 
special event meeting. The latter will 
be planned by a special Program 
Committee Workshop to have a differ- 
ent, more flexible format to help 
broaden the actuary’s role and perspec- 
tive and may involve other professions 
as co-sponsors. 

Ask an actuary when you 
need to measure, model, and 
communicate the implications 
of any future 
contingent evenf. 

The l’rogram Committee also was 
restructured so two separate committees 
- one for spring meetings and one for 
the annual meeting - will operate inde- 
pendently under its own chairperson. 
Representatives from each special inter- 
est Section will be represented on both. 

Sections continue to give grass 
roots support 
Not all of the 13 special interest Sections 
fit neatly under one of the practice ateas > 
in the new structure. Howevcr, Sections 
continue to be a major source for identi- 
fjG-tg continuing education and program m 
needs of its members. 

Highlights of each Section’s activi- 
ties this year include: 

l The Actuary of the Future 
Section, with more than 450 members, 
is new this year and has published its 
first newsletter. 

l In its second yenr, the Computer 
Section has 2,300 members and was 
influential in encouraging the estab- 
lishment of the electronic bulletin 
board. 

l The Education and Research 
Section sponsorcd the successful 
Actuarial Research Conference, which 
honored Jim Hickmnn at the 
University of Wisconsin. It administers- 
the ASA/FSA grant program and has 
almost 750 members. 

l With 1,200 members, the 
Futurism Section continues to work at 
identifying projects and setting goals. 

l In conjunction with the American 
Academy of Actuaries Health Practice 
Council, the Health Section has been 
spending much time lending its membcrs’ 
expertise to the administration’s health 
care reform discussions. It has almost 
3,200 members. 

l With 3,363 members, the 
Product Development Section contin- 
ues to sponsor seminars and engage 
speakers at spring and annual meet- 
ings. It began a Section research prize 
to honor the memoty of Alice Neenan, 
a prominent membcr. 

l In its second year, the lnternational 
Section has 1,300 members. Its Council 
includes thosc in the United States, 
Canada, Australia, and Singapore. It 
has startcd a program to send donated 
books to help start actuarial programs r-\ 
outside North America. 

l The Investment Section awarded 
the second biennial Redington Prize to 
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Robert Reitano, had a s~~cccssf~~l semi- 
nar, and was active in developing the 
finnnce track and the Dynamic Solvcncy 
Handbook. It has 3,500 members. 

l With 3,100 members, the 
Financia1 Reporting Section sponsored 
a seminar and supported the Valuntion 
Actuary Symposium. 

l The Nontraditional Marketing 
Section, with 1,050 members, has 
concentrated on research this year, 
with two majar projects nearing 
completion. 

l With 4,000 members, the Pension 
Section is the largest Section. This year 
it sponsored severa] publications, semi- 
nars, and meeting sessions. 

l The Reinsurance Section spon- 
sored n reinsurance mortality research 
project and maintains an active 
newsletter schedule. It has almost 
1,500 membcrs. 

a 

l One of the newest Sections and 
le smnllest with about 400 members, 

the Smaller Insurance Company 
Section is a strong advocate of smaller 
insurance company actuaries. It has 
published a newsletter and sponsored 
meeting sessions in the past year. 
Developing resources 
Por the past scveral months, the 
Rcsource Development Committce has 
studied the feasibility of expanding its 
development program in the current 
cconomic environment. It concluded 
that an effective strategy for keeping the 
profession strong would be to invest in 
what it knows and does best - resenrch 
and education. New knowledge and 
educational initiatives could be a powver- 
ful forcc to withstand market erosion, 
declining competitiveness, and surplus 
of actuaries. Successfülly retooling and 
vitalizing the profession, however, 
rcquires significant rcsources and long- 
term focus. 

In October 1993, the Board estnb- 
lished the Society of Actuaries 

l oundation to take on the challenge. 
A separate trustee structure will 
includc trustecs with specinlized esper- 
tise from outside the profession. To 

show its commitment, the Bonrd gave 
$500,000 as seed moncy, pledged up 
to $500,000 more to match dollar-for- 
dollar money donated by members to 
the Foundation, and agreed to cover 
all staff and indirect costs within thc 
SOA operating budgct. This guaran- 
tces that every dollar donnted is a 
dollar used for resenrch and education. 

We are ready to be visible 
members of the problem- 
solving *am in many 
industries, not iust 
the insurance and 
employee benefits fields. 

The Foundation’s independent 
status gives it enhanced opportunities 
to be innovative and explore new 
research methodologies and educn- 
tional npplications for specific issues 
and industries. It opens important new 
funding sources, broadens the Society’s 
lendership base, nnd supports develop- 
ment of relationships betwcen the 
profession and many new constituencies. 
Broadening research 
With a commitment to the Foundation 
and funding for rcsearch, one of the 
SOA’s top priorities is to expand 
research eflorts. Special emphasis is on 
applications of emerging tcchnologies 
to actuarial practice, new ateas for nppli- 
cations of actuarial science, applications 
of rcsenrch from other disciplines, and 
public nnd business policy issues. 

Three significnnt research projects 
this year include: 

l Credit Risk/Private Placements 
and Commercial Mortgages - 
Preliminary results ofdata collected cm 

diese two majar asset categories from 
1986-89 were the subject of scminars 
at Boston and Quebec spring meetings. 
A report on this research is IIOW nvail- 
able. This is the first time a study has 
used actuarial techniques and models to 
show the total economic impact of 
credit risk events (restructures, defaults, 
foreclosures, bankruptcies), rather than 

just showing the rate at whichthey’re 
occuring. The study is continuing. 

l Option .I?ricing Models as 
Altcrnatives to Cash,. Flow Testing - 
This project will provide a learning tool 
for actuaries to understand the theory 
and prnctice of option pricing method- 
olgies. Strengths and limitations of vnri- 
OLIS models are compared. Phnse 1 is 
completed, nnd Phase Il is underway. 

l Catastrophic Claims Health Data 
Basc - This project includes data from 
25 companies, a good response for n 
new study to gain better understand- 
ing of Inrge claims (more than $25,000 
annual claim cost). 

Severa] prizes for research papers 
were awarded this yenr: 

l James A. Tilley WOII the 1993 
Annual Prize for “An Actuarial Layman’s 
Cuide to Building Stochastic Interest 
Ratc Generators,” for the best TSA 
paper released in preprint form between 
July 1, 1992, and June 30, 1993. 

l Richard Dasknis and David 
LeSueur receivcd the 1993 L. Ronald 
Hill Memorial Prize for “An 
~Introduction to Durntion for Pension 
Actuaries,” published in the June 1993 
Pension Fomm. 

l latrick L. Brockett’s 1991 paper, 
“Information Theorctic Approach to 
Actuarial Science: A Unification nnd 
Extension of Relevant Theory and 
Applications,” published in the TSA, 
Vo]. XLIII, rcceived the Halmstad ’ 
Prize given by the Actuarial Education 
and Research Fund (ARRI!). 

l Hownrd L. Slaney received the 
1993 AERF Practitioner’s Award for 
“A Bond Manager’s Method for ALM, 
(Asset Liability Matching)” and Adam 
J. Reese received an honorable 
mention for “Health Care Costs in the 
Last Year of Lite.” This award rccog- 
nizes research done in a nonacademic 
setting, performcd in the working 
environment. 
High tech moves 
communications to new levels 
Timely global communications among 
actuaries is becoming a reality. Using 

(continrred on pctge 12) 
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Year in Review (continued) 

Pride in accomplishme, t made thc 
Fellowship Admission Course '~radua- 
t ion '  a cause to celebrate for 381 new 
FSAs this year. Mortica Gajdel gives her 
Dallas FAC experience a "thumbs up." 

available technology, to provide the 
latest information and a means for 
member interaction, ACTUARIES 
ONLINE was presented in a protoD~pe 
phase at thc New York annual meeting. 
Many members already on CompuScrvc, 
a computer information scmice, are 
eagerly awaiting this electronic forum 
for actuaries that goes into operation 
February 1994. A September 1993 
Actuary article and several Section 
newsletters give full details. 

Continuing Education also made 
plans this year to help close the inter- 
national gap through multiple satellites 
broadcasting a teleconference across 
national borders in 1994. 

Continuing Education's Computer 
Assisted Learning (CAL) sessions were 

very popular for presenting highly tech- 
nical subjects at meetings this year. Thc 
participant watches a lecture on a PC 
screen, answers questions and executes 
exercises on the screen, and can replay 
portions of  the lecture as needed. 

In other high-tcch developments, 
desktop publishing, either in-house or 
through service bureaus, became the 
preferred method for SOA publica- 
tions this year, saving production costs 
and time. The 29 Section newsletters, 
ranging in size from 4 to 28 pages, fi)r 
13 different Sections, were created in- 
house, as was the new Speaker's Kit 
and The Presidential Circle. 

The research library enhanced its 
services this year through access to 
Nexis/Lexis,  which added extended 
online literature searching capabili- 
ties, and access to the Online 
Computer  Library Center,  an auto- 
mated interlibra D, loan service. 
I n t e r n a t i o n a l  c o o p e r a t i o n  
Part of  thc answer to meeting profes- 
sional challenges may come from inter- 
change x~4th actuarial organizations 
overseas struggling g4th the same issues. 

An informal organization dubbed 
"The McCrossan Group" met twice 
last year to discuss standards of  prac- 
tice, accreditation levels, code of  
conduct, and discipline. Paul 
McCrossan, past president of  the 
Canadian Institutc of  Actuaries and an 
SOA Board member, originated thc 
group. Members included presidents 
and presidents-elect from the six North 
American organizations representing 

actuaries, and leaders of  organizations 
in Ireland, New Zealand, Australia, 
South Africa, and the United 
Kingdom. An editorial in thc 
Fcbrua D, 1993 Actuary and articles in 
thc July 1993 Actuarial  Update, the 
American Academy of  Actuaries 
newsletter, and The Bulletin of  thc 
Canadian Institute of  Actuaries detail 
thc progress of  that group. 

We have a unique set of 
skills. Ask h o w  what  we  
k n o w  can help you succeed 
in controlling the future ~ 
of your business. 

At thc sccond meeting in May 
1993, thc framework for the 
"International Federation of  Actuarial 
Associations" (IFAA) was dcvcloped. 
Tile IFAA would complcnlcnt the 
work of  the International Actuarial 
Association tIAA), an organization fi)t 
individuals. It would articulate and 
continually refine thc unique profEs- 
sional role of  actuaries in a global envi- 
ronment,  and its members would be 
organizations that subscribe to estab- 
lished conditions of  professionalism. 
A Septcmbcr 7, 1993, draft document 
states, "For the world's actuaries of  the 
futurc, IFAA otfi:rs thc potential of  an 
international scientifically based 
profession based on fundamentals of  
common education and practice appli- 
cation.' ' Discussion continues. 

January Board meet/ng open to members 
Interested Society o f  Actuaries members are welcome to attend the Board o f  Governors meeting January 13, 1994, 

near Chicago's O ' H a r e  Airport.  Minutes o f  Board meetings are available on request.  For  more  informat ion on 
the meet ing and minutes,  call the SOA office at 7 0 8 / 7 0 6 - 3 5 0 0 .  


