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SOCIETY OF ACTUARIES
Antitrust Compliance Guidelines

Active participation in the Society of Actuaries is an important aspect of membership. While the positive contributions of professional societies and associations are
well-recognized and encouraged, association activities are vulnerable to close antitrust scrutiny. By their very nature, associations bring together industry competitors
and other market participants.

The United States antitrust laws aim to protect consumers by preserving the free economy and prohibiting anti-competitive business practices; they promote
competition. There are both state and federal antitrust laws, although state antitrust laws closely follow federal law. The Sherman Act, is the primary U.S. antitrust law
pertaining to association activities. The Sherman Act prohibits every contract, combination or conspiracy that places an unreasonable restraint on trade. There are,
however, some activities that are illegal under all circumstances, such as price fixing, market allocation and collusive bidding.

There is no safe harbor under the antitrust law for professional association activities. Therefore, association meeting participants should refrain from discussing any
activity that could potentially be construed as having an anti-competitive effect. Discussions relating to product or service pricing, market allocations, membership
restrictions, product standardization or other conditions on trade could arguably be perceived as a restraint on trade and may expose the SOA and its members to
antitrust enforcement procedures.

While participating in all SOA in person meetings, webinars, teleconferences or side discussions, you should avoid discussing competitively sensitive information with
competitors and follow these guidelines:

* Donotdiscuss prices for services or products or anything else that might affect prices

* Donotdiscuss what you or other entities plan to do in a particular geographic or product markets or with particular customers.

e Donotspeak on behalf of the SOA or any of its committees unless specifically authorized to do so.

* Doleave a meeting where any anticompetitive pricing or market allocation discussion occurs.

e Doalert SOA staff and/or legal counsel to any concerning discussions

* Do consult with legal counsel before raising any matter or making a statement that may involve competitively sensitive information.
Adherence to these guidelines involves not only avoidance of antitrust violations, but avoidance of behavior which might be so construed. These guidelines only provide

an overview of prohibited activities. SOA legal counsel reviews meeting agenda and materials as deemed appropriate and any discussion that departs from the formal
agenda should be scrutinized carefully. Antitrust compliance is everyone’s responsibility; however, please seek legal counsel if you have any questions or concerns.



Presentation Disclaimer

Presentations are intended for educational purposes only and do not replace
independent professional judgment. Statements of fact and opinions expressed are
those of the participants individually and, unless expressly stated to the contrary, are
not the opinion or position of the Society of Actuaries, its cosponsors or its
committees. The Society of Actuaries does not endorse or approve, and assumes no
responsibility for, the content, accuracy or completeness of the information
presented. Attendees should note that the sessions are audio-recorded and may be
published in various media, including print, audio and video formats without further
notice.
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2017 and 2018 — The End of an Era

The most obvious changes - The Retail Apocalypse

e After years of growth — Internet Retailing seen displacing Brick and
Mortar Stores

e Famous names began to disappear in earnest:

e Sears, Toys R Us, Radio Shack, HH Greqgg, Payless Shoes and Macy’s
e Specialty Retailers achieving success during this period including:

e fjve Below, Burlington Stores, GameStop, Aldi, and TJ Maxx

Mensik, H. (2018, July 30). Sears is closing stores. Carson’s is going out of business. But discount retailers are expanding and racking up sales. Retrieved from http://www.chicagotribune.com
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2019 and the Future — Evolution and Demographics

Where we saw tragedy in retail in the past (e.g., Sears, K-Mart), there are pockets that are
showing improvements as industries refine and select areas of specialization.

These areas seem to align with the preferences of demographic changes. These are most
pronounced when we compare millennial preferences to historical norms (e.g., more
spending on food and drink and less on clothing).

Occupations that typically required manual duties and support tasks are drying up.

Thompson, D. (2017, April 10). What in the World Is Causing the Retail Meltdown of 20177 Retrieved from https.//www.theatlantic.com
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2019 and the Future — Evolution and Demographics

e Those occupations requiring increased specialization, including technical
expertise and computer programming capabilities are expanding.

e Many occupations have seen substantial growth, including software
developers, physician assistants and nurse practitioners.

e While software developers represent a technologically driven need, other
occupations anticipate future shortages.

LaPointe, J. (2019, April 29). Physician Shortage Continues to Grow Reaching Up to 122K by 2032. Retrieved from https.//www.revcycleintelligence.com
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2019 and the Future — Evolution and Demographics

Challenges

e Manufacturing has been growing again in the U.S., however, the number of jobs required
to produce the same amount of output has dropped significantly due to automation.

e |n the future, manufacturers will continue to look for opportunities to find ways to use Al
and automation for the highest paying labor-intensive jobs.

e Higher pressure on wage increases, such as the push for a S15 minimum wage, has
sometimes made technology-related alternatives to employing lower level employees
more cost-effective.
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2019 and the Future — Evolution and Demographics

Employment Summary (Growth Areas)

Professional and Business Services, has
added 535,000 jobs over the past 12 Assemblers increased

months, with Administrative and Support
services accounting for 53,000 of those jobs.

by 15.7% (862,300
versus 997,580).

While Manufacturing

saw relatively flat
figures over this recent Laborers and Freight

period, pockets have Handlers increased by
shown growth 10.6% (299,950 versus
comparing numbers 331,860).
employed by positions
from 2016 against 2018:

Financial Activities saw an increase of
110,000 jobs over that same period.

Packaging increased by
7.7% (256,600 versus
276,470).

Real Estate and Rental activities saw
increases by 12,000 jobs.

Bureau of Labor Statistics (2019, April) Current Employment Statistics Highlights. Retrieved from
https://www.bls.gov
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2019 and the Future — Evolution and Demographics

Another economic indicator that has impacted jobs is American spending habits,
that have changed significantly due to demographic shifts and need to be
understood where these changes might impact industries and jobs.

The financial crisis permanently changed the way Americans spend their money.

With the increase in remote workers, spendingin  In 2016, for the first time, more money was being
categories such as Apparel and Transportation, spent at food and drink establishments than
the use of cars and gasoline have declined. grocery stores.

Clothing spending is down significantly due to
millennial trends.
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Looking Ahead

Demographic shifts should be a consideration as we underwrite in the future.

LIMRA shared data summarized below based on the Bureau of
Labor Statistics data titled, Dynamics of the Changing Workforce,
which shows that from 2006 to 2014:

e The number of firms with between <5 lives to 499 lives, all size categories dropped
by 3% to 6%.

e The only segment seeing growth over that period was in the 500+ category by +6%.

* \WWe have seen some evidence of this reduction due to increased merger activity and
acquisitions by new media companies emerging over the past decade or so.

e Companies like Google’s Alphabet have been regularly making acquisitions, more
than one per week since 2010, including Motorola, Android, You Tube, and many
others.

Bureau of Labor Statistics. May 2016 and May 2018. Occupational Employment Statistics. Charts of the largest occupationsin each industry. Retrieved from https.//www.bls.gov
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Looking Ahead

e |t would be prudent for insurers to align resources so that they have the expertise
available to properly underwrite large and complex accounts resulting from
mergers and acquisitions.

e Ages of the workforce show even more pronounced adjustments for the future.
According to the Bureau of Labor Statistics, there will be a sharp increase of older
age employees in the workforce by 2024.

Bureau of Labor Statistics. (2015, December). Monthly Labor Review. Labor force projections to 2024: the labor force is growing, but slowly. Retrieved from https.//www.bls.gov
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Looking Ahead

Employees in the workforce by 2024

Age 2014 2024 Annual growth rate 2014-2024
20to0 24 70.8% 68.2% -0.4%
25t034 81.2% 81.3% 0.0%
35to44 82.2% 81.7% -0.1%
45to 54 79.6% 81.0% 0.2%
551059 71.4% 74.2% 0.4%
60to 64 55.8% 58.8% 0.5%
65t0 69 31.6% 36.2% 1.4%
70to 74 18.9% 22.8% 1.9%
75to0 79 11.3% 14.4% 2.5%

Statista (2019, January). Civilian labor force participationrate in the United States from 1990 to 2018. Retrieved from https://www.statista.com
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Impact on Underwriting for Challenges and Growth

As a result of these developments, new opportunities
for services and jobs are being created:

“Tele” versions of healthcare Technically skilled versions

Increased need for jobs in Data have been created for have been created for “Blue

mining, Tech sciences, Security Psychiatrists, Physicians, and Collar” occupations such as

engineering, and Nursing. We have already Electricians, Plumbers, and
Programming. observed submissions for other “Smart” appliance

coverage in this area. installers and repair people.

’ SOCIETY OF
ACTUARIES-



Impact on Underwriting for Challenges and Growth

As a further result of these developments, new challenges for services and jobs are
occurring as well.

Shifts in jobs and services impact geographic areas and communities:

On a positive note, repurposing of
former retail sites include grocery
stores, churches, and the
development of residential
communities and office complexes.

Store and factory closings, or
layoffs, perpetuate the reduced
spending levels at local businesses.

Anticipated tax revenues become
suppressed.
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Questions?
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e Gig economy workers
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The gig economy




What is The Gig Economy?

* Gig Economyis a new term for an old concept: Independent Work

e Independent Work has three defining features

e A high degree of autonomy
e Payment by task
e Short-term relationship between worker and client

* The emergence of online marketplaces has transformed the nature of
independent work
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Online Marketplaces

 Fach marketplace has a Marketplace Operator

* The role of the marketplace operator often includes:

 Matching independent workers to consumers

e Setting prices/wages

e Processing the financial transactions

e Providing implicit and explicit guarantees of services provided
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Marketplaces and Independent Work

* How do Online Marketplaces impact the defining features of
independent work?

1. Ahigh degree of autonomy v
2. Payment by task v

3. Short-term relationship between worker and client 7

e |f clientrefers to the consumer, then yes

e  Could clientrefer to the Marketplace Operator? What would this mean for
independence?
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Gig economy workers




Independent Workers

e About 25% of working age adults in US work
independently (~ 60MM ppl)

e About 15% of independent workers have used
an online marketplace

e This is what the phrase “gig workers” commonly
references

Source: McKinsey Global Institute
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Financial Motivation

Primary Income Supplemental Income

Preferred Choice

By Necessity

Source: McKinsey Global Institute
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Platform Workers

e Number of Americans working platform jobs is increasing from
3.9MM in 2017 to 9.2MM in 2021

2017

Source: Intuit / Emergent Research
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Demographics - Gender

® Female 41%
® Male 59%

Source: Intuit / Emergent Research
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Demographics - Age

50%
41%
40%
° 35%

30%
24%

20%

10%

1%

0%

18-34 35-51 52-68

Source: Intuit / Emergent Research
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Demographics — Family Status

@Marred 47% @Snge 24%

Live-in partner 12% Other 17%

Children in
Household
34%

Source: Intuit / Emergent Research

2ANNUAL
v Jitd SMEETING 1

EXHIBIT




Demographics - Education

50%
40%
9 31%
30% 30% 28%
20%
10% 8%
_
0% [
HS or less Some college 4yr degree Grad degree Other

Source: Intuit / Emergent Research
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Demographics — Other Employment

No other job, Other PT job,
38% 31%
Other FT job,
31%

Source: Jonathan Hall and Alan Krueger

’ SOCIETY OF
ACTUARIES.



Weekly Hours Worked in Online Marketplaces

60%
51%
50%
40%
30% 50%
0
20%
12%
10% l 7%
o% |
1-15 16-34 35-49 50+

Source: Jonathan Hall and Alan Krueger
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Access to Benefits

e \Workers in the on-demand economy may have access to benefits
through:

e Other part-time or full-time employment
e Professional affiliations

e Spouse’s employment

e Parent’s employment

* Government programs

e But, access is much less than for people that are full-time employees
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Access to Benefits

100%
80%

60%

40%
- II II I II I
[ ] -I I

0%
Vision Life Dental Medical

W Gig-only M Gig - plus other work B Full-time employees

Source: Prudential
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Benefits for Gig Workers

* Increasing pressure on hiring companies to provide benefits to gig
economy workers:

e Pressure is coming from multiple sources

e Workers
e Organized labor
e State governments
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Portable benefits




Why Portable Benefits?

e Existing benefit plan structures have not kept pace with today’s
workforce

e Portable Benefits have been commonly proposed as a means to
provide employee-style benefits to gig workers, for example:

 The Aspen Institute, Future of Work Initiative
e Brookings Institute

Public Policy Forum

Uber

SEIU 775

’ SOCIETY OF
ACTUARIES-



What are Portable Benefits?

* A benefit system that is tied to the worker, rather than to the
employer

e Allows an individual to maintain continuity of coverage, even as they
change the nature, structure or intensity of their work: For example:

* Work for multiple companies at a time or over time

e Variation over time in the quantity of work performed — measured by earnings,
hours, tasks completed, etc

’ SOCIETY OF
ACTUARIES-



Features of a Portable Benefits Plan

e A recently published paper by the Aspen Institute’s Future of Work
Initiative listed three defining characteristics of a Portable Benefits
plan:

e Portable
* Prorated
e Universal

Source: Designing Portable Benefits — A Resource Guide for Policymakers, Reder,
Steward and Foster, June 2019
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1. Portable

* Benefits are connected to an individual, rather than a single employer

* Thus, benefits can be taken from job to job without interruption in
coverage or loss of funding

e Portability of benefits is critical:

e Many people switch jobs frequently
 Many people hold multiple jobs simultaneously

’ SOCIETY OF
ACTUARIES-



2. Prorated

e Benefits can be funded by contributions from a variety of sources (eg,
employers, workers, gov’t)

e Contributions can be allocated in proportion to hours worked or other
relevant units of labor

 |f a worker has multiple employers, they can each contribute to
benefits

e Allows workers to accrue benefits across multiple work arrangements
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3. Universal

e Benefits are accessible to all workers, regardless of hours worked or
type of work arrangement

2ANNUAL
@ e SMEETING 27




Key questions




Key Questions

* What will be the catalyst to implement?

 Who will be eligible to participate?

* What benefits will be provided?
e How will the benefits be funded?

 Who will administer the program?
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Suggested reading




Suggested Reading

» Designing Portable Benefits: A Resource Guide for Policymakers, The Aspen Institute Future of Work
Initiative, June 2019

* AnAnalysis of the Labor Market for Uber’s Driver-Partners in the United States, Hall and Krueger,
January 2015

* /ndependent Work: Choice, Necessity and the Gig Economy, McKinsey Global Institute, October 2016
o Uberand the Labor Market, Economic Policy Institute, May 2018

* Building a portable benefits system for today’s world: An open letter to leaders in business, laborand
government, SEIU 775, Uber and Civic Ventures, January 2018

Gig Workers in America, Prudential Insurance Company of America, 2017
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Questions? Contact me!

Jonathan Polon, FSA

jpolon@polonanalytics.com

416-450-1648
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The Gig Economy and Portable Benefits
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