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fames M. Souness 

Interview with 
Faculty of 
Actuaries President 

L inda B. Emory, Editor of The 
Actuarjz recently spoke with 

James M. Souness, President of the 
Faculty of Actuaries in Scotland and 
Managing Director and Chief Execu- 
tive of The Life Association of Scot- 
land, about the differences between 
the Faculty of Actuaries in Scotland 
and the Institute of Actuaries, and 
other issues facing the profession 
in Europe. 

Question: You have two major actu- 
arial societies in the United Kingdom 
- the Faculty of  Actuaries In Scotland 
and the Institute of Actuaries. Why 
have you retained the separation o£ 
the profession? Are you able to speak 
with one voice on issues of interest to 
the profession ? 

ness: The Institute is older by a 
years. Actuaries' credentials in 

both societies are equal. Fellows of the 
Faculty and the Institute work 

Continued on page 3 column 1 

Strengthening relationships 
between universities and 
the actuarial profession 

by Allan Affleck 

n early 1989, the Society of 
Actuaries appointed a Task Force 

on Strengthening Relationships 
between Universities and the Actuarial 
Profession, Donald Sondergeld, SOA 
Vice President, served as chairperson 
of that task force. The charge to the 
task force was: 

To explore the relationships 
between the actuarial profession 
and universities in the United 
States and Canada and to 
recommend how they can be 
strengthened to the benefit of 
both the actuarial profession and 
the universities. 

At its June 1990 meeting, 
the Society of Actuaries Board 
of Governors considered the 

recommendations of the SOA Plan- 
ning Committee, based on the initial 
recommendations of the task force. 
The objectives of the recommenda- 
tions were: to foster two-way 
communication between the SOA and 
its academic members by encouraging 
them to participate more fully in SOA 
activities, to encourage academic 
contributions at SOA-sponsored meet- 
ings, to encourage those involved in 
actuarial education to attain the ASA 
and FSA professional designations, 
and to provide some financial support 
for the development of education and 
research programs in actuarial science. 

Continued on page 2 column 2 
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Relat ionships  cont'd 
The Board of Governors 

has approved implementation 
of the following: 
• For a five-year period, beginning in 

the 1990-1991 academic year: 
- waiver of SOA meeting and 

continuing education seminar 
fees for fuU-time academic 
SOA members 

- reimbursement of committee and 
Board expenses incurred by full- 
time academic SOA members 

- reimbursement of travel expenses 
to all full-time academic SOA 
members for participation in SOA 
meeting programs as panelists, 
moderators, or in comparable roles 

- one-time grants to educational 
institutions of $5,000 at the time 
a full-time faculty member attains 
FSA status 

- one-time grants to educational 
institutions of $2,500 at the time 
a full-time faculty member attains 
ASA status. 

• In the 1990-1991 academic year, crea- 
tion of up to five annual $10,000 
renewable scholarships to Ph.D. 
candidates with thesis topics in 
areas related to actuarial science. 

The Ph.D. study grants will be 
awarded on a competitive basis and 
will be renewable up to three times. 
Preference will be given to students 
who are (or are working toward 
becoming) members of a North 
American actuarial body. We antici- 
pate the scholarship program will be 
available beginning in the 1991-92 
academic year. 

The Board also approved the fol- 
lowing additional recommendations: 
• Suggest to academic members that 

a separate academic section be 
formed within the Society of 
Actuaries. (The Board believes the 
creation of a section should be a 
"bottom-up" decision based on the 
wishes of academic and other 
interested SOA members. Such an 
effort by interested members is 
already under way.) 

• Ask the Continuing Education Policy 
Committee to examine developing 
continuing education courses and 
teaching sessions based on specialty 
areas of current academic members. 
and to consider using academic 
faculty when possible in continuing 
education programs. 

• Ask the Program Committee to 
consider improved procedures for 
the recognition and discussion at 

SOA meetings of papers accepted 
for publication in the Transactions. 

• Ask the Education Policy Committee 
to examine the feasibihty of creatir ,3 
a flexible examination administra- 
tion system which would allow for ,.z 
administration of SOA examinations 
on dates more convenient to indi- 
vidual universities and colleges. 

Warren Luckner, SOA Research 
Actuary, is serving as staff liaison for 
the implementation of these initia- 
tives. If you have any questions, please 
contact Warren at 708-706-3572. 

These efforts are just a beginning. 
Strengthening relationships between 
the Society of Actuaries and the 
academic community is an ongoing 
process. Other related recommenda- 
tions are being considered by the 
SOA Board. 

I strongly support these initia- 
tives. I believe they represent progress 
in our efforts to achieve mutually 
beneficial interaction of the academic 
community and the actuarial profes- 
sion. It is essential that our profession 
have strong ties to its academic roots 
if we want to continue to develop new 
ideas and be relevant in the future. 
Allan Affleck, SOA President, is a Consulting 
Actuary with Mill iman & Roberlson. 

Early-release copies of 
TSA papers 
The following papers have been 
accepted for publication in Volume 
42 of the Transactions. Members 
who would like to obtain an early- 
release copy of a TSA paper before it 
is published in a preprint may do so 
by sending $5 for each paper to the 
Books & Pubhcations Department at 
the Society office, 475 North Martin- 
gale Road, Suite 800, Schaumburg, 
IL 60173-2226. 
"Pricing of Accelerated Benefit Plans," 
by James B. Keller 

"Cash Flow Matching and Linear 
Programming Quality," by Dr. Rama 
Kocherlakota, Dr. E.S. Rosenbloom, 
and Elias S.W Shiu 
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Interview cont’d 
together in companies and consulting 

ractlces. It 1s not sensible to approach 

dL 
e British government on two fronts. 
erefore. there are many joint 

committees through which profes- 
slonal dialogue is carried out. The 
chairperson of a joint comrmttee alter- 
nates between a Faculty representative 
and an Institute representative. Joint 
committees report to the two councils 
and must have formal council approval 
before they act. 

Nine Scottish life offices control 
about 20% of the U.K. life market, and 
they fmd it beneficial to maintain the 
separate Faculty. These companies 
operate m a close geographical area. 
and the Faculty has a close relatlon- 
ship with the local universities. The 
Chair of Actuarial Maths program at 
Henot-Watt University works in close 
conjunction with the companies There 
1s a difference m the educational 
philosophy of the Faculty and the 
Institute - the Institute allows special- 
ization in the later parts, whereas the 
Faculty follows the historical Scottish 
system of general training Having a 
second actuanal organization the size 
of the Faculty means a high propor- 
’ n of its members must volunteer 

a e to the Faculty At the end of 
1988, the Faculty had 667 Fellows and 
489 students. 
(Editors Note: The Institute of 
Actuaries had about 7,800 Fellows 
and students.) 
Questfon: How do you become 
president of the Faculty? 
Souness: The President’s Committee 
1s made up of the two past presidents. 
existing president. senior vice presl- 
dents, secretary and the treasurer of 
the Faculty It nominates a person to 
become the Junior Vice President. 
who usually becomes the next Presl- 
dent. I had lust finished a term of 
office as Hon. Secretary when 1 was 
asked to stand for Junior Vice Presl- 
dent. The slate is voted on at the 
meeting and nommations from the 
floor are accepted 
QuesNon: How tune-consummg Is it 
to be rhe President of the Faculty? Do 
you have a permanent staff? Whar do 
you enjoy the mosf? 
Souness: It takes considerable 

We have a full-time Executive 
d supporting staff. I enjoy the 

requirement to be informed - this 
is very stimulating 

Questfon: What issues are currently 
recefvfng the greatest attention of the 
Faculty of Actuaries? What role does 
the Faculty and professional groups in 
dlfferent countries have in the develop- 
ment of the dIrectives for establishing 
the European Common Market for 
insurance? Do you see rhe EEC movmg 
to something similar to the state 
regulation of insurance fn the United 
States with coordmation of state regu- 
lation through the National Assocla- 
tfon of Insurance Commissioners? 
Souness: One of the issues currently 
receiving attention is the impending 
Life Directive of Europe, which 1s 
constantly on our agendas The hfe 
and nonlife insurance dlrectlves are 
being formulated in Brussels. and 
among other things they address 
regulation and supervision Extremes 
possible are: to accept all existing 
supervision by mutual recognition. or 
to fully harmonize all supervision 

(such as standards for reserves and 
possibly direction of asset mvest- 
ments). The United Kmgdom hopes 
the movement IS nearer to recognition 
than standardization because this IS 
more compatible with the U.K. system 
of setting minimum standards and 
allowing the actuary flexibility within 
those standards. 

The European actuarial socletles 
are members of a body that has 
dialogue with the commlssloners in 
Brussels. The U.K. Faculty and Insti- 
tute are important members of this 
body, The Consultative Group of 
Associations of Actuaries in the Coun- 
tries of the European Commumtles 
The Groupe’s committee structure 
includes an Insurance Committee 
covering both hfe and nonlife insur- 
ance, a Pensions Committee dealing 
with national insurance and occupa- 
tional pensions, and a Freedoms and 
General Purposes Committee. There 
also IS a Joint European Committee of 
the Faculty and Institute that works 

with the British Department of Trade 
in presentmg the UK case. Possibly, 
the ultimate course will be similar to 
that in the states 

Other professional issues 
currently receiving attention include: 
l European recogmtion of other actu- 

arial diplomas. There 1s already a 
Directive on a General System for 
the Recognition of Higher Education 
Diplomas Awarded on Completion 
of Professional Education and 
Training of at Least Three Year’s 
Duration which has been adopted 
by the European Council and wffl be 
operative in 1991. The Groupe 
Consultatif 1s currently discussing 
practical aspects of this directive 

l New U.K. pension legislation brings 
an additional requirement to upgrade 
private sector pensions to reflect 
increases in the cost of living (sub- 
ject to a maximum of 5% per year). 
The details apply differently to 
service before and after an appointed 
day and relate to the disposal of 
Pension Fund surpluses. Further 
Guidance Notes are necessary 
(Editor’s Note: Guidance Notes are 
published standards by which the 
Fellows of rhe Faculty and Institute 
work. They are placed in three 
categories - mandatory best advice 
and advisory) 

l Dialogue with accountants regarding 
standard accounting practice SSAP 
24 on how to account for pension 
costs and what to do with funding 
and surplus. 

l The Department of Trade has 
proposed that the Appointed 
Actuary (which has statutory 
requirements) be separately 
licensed. Currently the Appointed 
Actuary IS only required to be a 
qualified actuary 

l A malor review of the educational 
system 1s under way. The Faculty is 
considering adding general insur- 
ance topics and updating and 
refreshing the curriculum. We give 
some exemptions for college credit 
already. but there are high standards 
with approval by an Exemption 
Committee and required use of 
examiners external to the college. 

Question: What are the issues 
currently receiving the greatest 
attention in the insurance industry! 
Souness: ( 1) The Financial Services 
Act which regulates all selling of 
investment and life company products 
(21 Pension legislation 

Continued on page 4 column I 
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Interview con t’d 
(3) Taxation of life funds (The 
authorities have been agitated for 
some time on these matters. 
including ways of creating a level 
playing field in financial markets 
Consequence could be the movement 
to shorter-term savings, whereas the 
industry beheves that longer-term 
Insurance products are in the best 
interest of the pubhc 1 
Questfon: How do the Faculty 
meetings differ from meetings of the 
Society of Actuaries? 
Souness: The Faculty has four or five 
sessional meetings for papers to be 
presented and debated Also. there are 
semmars on special sublects when 
there are changes m practices - 
pensions, investments, taxes, special 
products. Every year or two, there is a 
large Joint UK Convention - these 
alternate between pension and hfe 
topics and have break out sessions 
similar to Society meetings. The 
greater complexity of actuarial work 
and the rate of change in procedures 
are causing changes in the needs of 
the members of the profession 
Actuaries are taking stock more often 
and need more opportumties to 
refresh and update knowledge. 
Questfon: Does the Faculty have 
continuing education requirements? 
Souness: There IS no formal require- 
ment, but the question is currently on 
the table. We have a Professionalism 
Course that we’re thinking of making 
mandatory. Now, almost all of our 
members take it by their own election 
Our younger actuaries are encouraged 
to Iom one of our five research groups. 
pensions, mortality, valuation, Europe. 
and marketing. These groups work 
together to produce papers. Three out 
of the five papers bemg presented at 
meetings this year have come out of 
these research groups Examples of 
those papers include “Future Shape of 
Pension Benefits,” “Policyholder Rights 
m Various Events,” and “The Image 
and Reputation of the Actuary as 
Regarded by the British Pubhc.” 
Question: Why do you hmlt the tune 
a student may retake examfnatlons? 
What happens to a student who must 
stop takmg the examma tions? 
Souness: A student has his name 
removed from the roll after four fad- 
ures at any part of the exammations. 
These people are wastmg their own 
time retakmg the exammations so 
often These people are usually invalu- 
able to the company where they work 
and find then own place 
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AFIR colloquium in Paris 
by James A. Tilley 

T he Actuarial Approach to Fman- 
cial Risks (AFIR) Section of the 

International Actuarial Association 
(IAA) was officially formed at the 
23rd International Congress of 
Actuaries m Helsinki m July 1988. By 
the end of 1989. AFIR already had 
I.200 members, with approximately 
6% from Canada and 25% from the 
United States. 

The first AFIR colloquium 
was held this year in Paris from 
April 2327 Approximately 500 dele- 
gates from 37 countries attended, 
m&ding I5 from Canada and 30 from 
the United States. The program 
featured opening and closing cere- 
monies. five “scientific” half-day 
sessions. a wrap-up roundtable discus- 
sion. and a business meeting of the 
AFIR section. Delegates were invited 
to a reception at Paris’s palatial city 
hall. About 700 delegates and accom- 
panying guests attended the closing 
dinner at the famous Conciergene that 
housed prisoners during the French 
Revolution. A fitting end to the 
colloquium was a concert of the 
National Orchestra of France at the 
Theatre des Champs-Elysees. 
Throughout the colloquium, accom- 
panying guests were treated to fashion 
shows, panoramic tours of Paris, visits 
to Musee du Louvre, and a full-day 
excursion to Monet’s house at Giverny. 

Although the attractions of Pans 
were interesting, the primary purpose 
of the colloquium was scientific. A call 
for papers was issued in late 1988, and 
more than 80 were submitted. A 
committee of professors from the 
schools of finance and business at 
France’s distmguished umversities 
reviewed all submissions and 
approved 64 for publication in the four 
volumes of the colloquium proceed- 
mgs. Papers could be submitted m 
either French or English and the 
abstracts were printed in French if the 
paper was m English and vice versa 

The five half-day sessions each 
began with an invited lecturer, 
followed by a 45-minute presentation 
by the chairperson who cntiqued. 
discussed. and summarized the 
various contributed papers falhng 
under the theme of the session 
Contributors commented about their 
own papers and participants asked 
questions or added commentary 

The Tuesday morning session 
concerned risks faced by financial 
institutions and began with a presen- 
tation by Professor Andrew 
Thompson (U.S.) entitled, “An Actu- 
anal Analysis of Post-deregulation 
Thrift Failures in the USA.” The after- 
noon session was devoted to the 
management of interest rate nsk and 
featured a lecture by Robert S. 
Clarkson (Great Bntam) on “The 
Measurement of Investment Risk,” in 
which a critique of modern portfoho 
theory was given and a replacement 
model offered. Clarkson’s presenta- 
tion provoked considerable debate 

SECTION FINANCE DE L’AAI 
FINANCIAL SECTION OF IAA 

The theme of the Wednesday 
morning session was new financial 
markets, instruments, and techniques. 
Wolfgang Buhler (West Germany) 
presented an historical analysis of - 
how portfoho msurance would have 
fared in the German bond market 
durmg the past 10 years, and 
Professor Michel Crouhy (France) 
demonstrated a binomial model for 
valuing warrants that takes explicit 
account of the dilution caused by 
exercise of the warrants. Portfolio 
management was the theme of the 
afternoon session. Andrew Perrms 
(Great Britain) described a simplified 
approach to portfolio insurance in the 
share markets (mterestmgly labeled 
“E = MC”) and David Wilkie (Great 
Britain) described the general process 
of portfolio management and summa- 
rized the key points of his contn- 
buted paper 

The Thursday morning session 
was devoted to all papers not fitting 
under any of the other specific 
themes. Greg Taylor from Australia 
presented his paper, “The Rate of 
Return for Discounting Nonlife 
Insurance Reserves ” The afternoon 
round table was chaired by Gerard 
Pfauwadel. president of the Matif, the,, 
French futures and options exchange. 1 
Representatives of France, Great 
Bntam. and the United States 
discussed how the sublects presented 
at the colloquium apphed to actuarial 

Conrhued on page 9 column 1 
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Actions of the 
Governors 

san Francisco, California 

1. The Board adopted several 
proposals to strengthen relationships 
between umversmes and the actuarial 
profession. encourage academic 
mvolvement in Society activities, and 
promote actuarial teaching and 
research. These include: 
l awarding scholarships to Ph D. 

candidates with thesis topics m 
actuarial sublects, 

l waiver of Society meeting and 
seminar fees for academic members, 

l reimbursement for academics of 
expenses of participating in 
Society committees and meetmg 
programs, and 

l grants to educational mstitutions 
for faculty members attaining ASA 
or FSA status. 

2 The Board heard a report of a 
recent study which revealed that travel 
time through the Associateship exami- 
nations has increased slightly since 

m 
introduction of the Flexible Educa- 

n System (FES) because candidates 
are attempting fewer credits under 
FES. But the study also showed that 
strong candidates are not being slowed 
down by FES Details of this analysis 
will be appearing in The Actuary and 
further studies will be made as addi- 
tional experience develops. 
3. Ratifymg an action taken at the 
Society Executive Committee meeting 
on March 22-23. the Board approved 
the publication of a Society annual 
report as an issue of The Actuary to 
be distributed about December I. 
Designed to enhance communication 
between the Society leadership and 
membership, the report will feature a 
review of Society activities dunng the 
past year and a look ahead to the , 
coming year. 
4. The Board approved several recom- 
mendations for managing the fundmg 
of the Society’s research initiatives. 
5 The Board approved exploration of 
a proposed Society of Actuaries Found- 
ation that would attempt to secure 

I 

e 
ividual and corporate contnbutions 
enhance the Society’s research and 

education efforts. 
Anthony T. Spano, 
Secretary 

Management, Disney Style 
by Charles Wittenberg ‘I 

W hen you see the phrase, 
“Management, Disney Style” 

thoughts may enter your mind of 
Snow White telling the seven dwarfs 
they must hurry to work or the 
Sorcerer’s Apprentice giving instruc- 
tions to the broom. Or. you may 
picture three polite costumed 
employees keeping 300 people calm 
and entertained as they wait an hour 
or more to ride on one of the Magic 
Kingdom’s more popular rides 

When you see the phrase, 
“Management, Insurance Style,” you 
may picture highback chairs, slant-top 
desks, green eyeshades. and no 
conversation. You also may picture 
bnghtly lit areas with area dividers. 
tilt-screen computer terminals and 
soft background music Or, you may 
think of employees eager to find 
ways to do their jobs better, and able 
to communicate this information, 
both laterally and upward, in order 
to do a better job for your insureds 
and your beneficiaries. 

How can the success of Disney 
relate to actuaries’ efforts, Since 1986. 
Disney has offered three-day manage- 
ment seminars. The Society’s 
Committee on Management and 
Personal Development has arranged 
for a special one-day seminar on 
Friday, October 12. 1990. precedmg 
the annual meeting This session. put 
on by Walt Disney World Seminar 
Productions, will give participants a 
sample of Disney’s management 
approach. A follow-up workshop, on 
Monday, October 15. during the 
annual meeting will discuss how the 
Disney concept can be applied to 
participants’ lives and/or brought back 
to their employees 

The difference between a Disney 
seminar and other seminars is that 
Disney “shows.” rather than simply 
“tells.” Attendees actually go behind 
the scenes. underneath the Magic 
Kingdom, to observe the operations 
in action. Rick Johnson, Manager of 
Business Seminars. said a Disney 
seminar is not going to say, do these 
10 things. “We say, ‘You’re interested 
in Disney we’re going to share it with 
you.’ We say, ‘Look beyond the veil 
we have created and you see the 
quality principles at work.’ All of our 
systems are support systems. If one 
breaks down, it can ruin a visit.” 

The morning session of 
“Management. Disney Style” will deal 
with four major aspects of the 
Disney management: 
l Corporate culture - The Disney 

beliefs. values, and traditions will 
be examined. You will explore the 
way Disney’s corporate culture is 
expressed in attitudes toward qual- 
ity, cleanliness, value. entertain- 
ment, fun, innovation, fantasy, and 
team work. 

l Training - This process is used to 
introduce the Disney corporate 
culture to new “cast members” (you 
call them employees) You’ll see an 
actual orientation film and quiz 
questions used in the trainmg of 
Disney’s new employees. 

l Communication - Participants will 
see how Disney Management trans- 
mits messages to, and receives feed- 
back from, its cast members. 

l Caring - You will examine the 
attitude and actions of the manage- 
ment team that make the overall 
work experience rewarding, stimu- 
lating and personally satisfying. 
Interactive discussions in small 
groups also will be facilitated by the 
program presenter. One attendee 
said, “The way they care for their 
people, and the way they deal with 
them and their problems, has direct 
relevance for a lot of managers no 
matter what the business you’re in.” 

The afternoon session “Innova- 
tion in Action” will be a behmd-the- 
scenes view of the Walt Disney World 
resort. Participants will visit such areas 
as the utilidor (the network of tunnels 
beneath the Magic Kingdom park). 
energy plant, and the worlds largest 
working wardrobe. 

Continued on page 7 column I 
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he seen LondonJve seen France.., 
by Linda 6. Emory 

I 

t is early mornmg m the London 
City Airport I am awaitmg my 

flight back to Amsterdam My route 
to the au-port from my hotel near the 
Tower Bridge was by watertaxi down 
the Thames - the same way ships 
once left London to sail out to sea. 
This reminds me how faster transpor- 
tation and communication have 
changed the world - even the actuarial 
profession. I am back m Atlanta after 
serving for two years as International 
Actuary for the largest company m 
the Netherlands (which has insurance 
operations in 22 countries including 
the United States and Canada) The 
actuarial world is shrmkmg. Many 
other actuaries have had international 
experiences similar to mine. and many 
more will have such opportunities in 
the future. 

Last night (June 4). I attended a 
traditional “sessional” meeting of the 
Institute of Actuaries m the historic. 
church-like hall of the Staple Inn in 
London. The paper presented was 
“The Valuation of General Insurance 
Companies.” The authors are not only 
FIAs - one is an ACAS and MAAA 
and the other an ASA. They work 
for a consulting firm which has 
branches and affiliates m North 
America, the United Kingdom, the 
Netherlands, and many other coun- 
tries. American actuaries (even lrfe 
actuaries) would have felt very much 
at home with the drscussion. 

I had dinner with several 
actuaries who work for another actu- 
arial consultmg firm which has 
affiliates in many countries. One of 
these actuaries will be coming to 
Chicago soon for a one-year exchange 
program It is becoming common prac- 
tice for international companies and 
consultmg firms to give their North 
American actuaries exposure to other 
cultures, other insurance and financial 
service markets, and other tax and 
regulatory environments. 

For two years, I have been able 
to serve as Editor of The Actuary 
while living m Continental Europe. 
This is mostly thanks to the excellent 
staff in the Chicago office and the 

Associate Editors who are entirely 
responsible for their own issues. It is 
remarkable how easy it is to do busi- 
ness across continents and oceans 
these days - thanks to the facsimile 
machine. telephones and overnight 
mail (not to mention computer hook- 
ups via fax and phone). In April, the 
Society office made contact with me 
m Switzerland and France. and with 
Allan Affleck in Japan to handle a 
matter. The actuarial world is defr- 
mtely shrinking1 

In April, it was my privilege to 
attend the first meeting of the Actu- 
anal Approach to Financial Risks 
Section of the International Actuarial 
Association in Paris. (Jim Tihey has 
summarized the meeting m this issue 
of The Actuary). This meeting had 
much participation from the academic 
community and was more technical 
in nature than North American actu- 
arial meetings. 

I observed that European 
actuaries seem to have an academic 
focus and a narrower. traditional tech- 
nical role than North American 
actuaries. In the Netherlands, it is not 
uncommon for econometricians to 
perform the work actuaries do in 
North America. This reminds me of 
the actuarial profession in America m 
the 1960s before double-digit inflation 
and interest rates helped make our 
products more complex and the profit 
margins thinner 

I believe this role will change 
rapidly in Europe. A more common 
market (or consideration of a 
common market) is bringing new 
products, higher interest rates, more 
competition, less rigid regulation. and 
changes in the tax laws. Universal 
life and unit-lurked (variable) prod- 
ucts are being imported from the 
United Kingdom and North Amenca 
as regulation permits. This causes 
changes in product design and profit 
patterns. Profit loads can no longer 
be implicit. Profitability must be 
analyzed using realistic assumptions 
by duration and by the techniques 
that are familiar m the United 
Kingdom and North America 

I predict that European actuaries 
will become even more in demand and 
valued for their unique and specialized 
training. We North American actuaries 
also could benefit from applying some 
of the fine technical work being done 
in the academic commumties. 

As 1 return to North America, I 
am more aware than ever of the level 
of guarantees and options m our prod- 
ucts and the assets that back them. 
The United Kingdom seems to be 
maintaining a more reasonable level 
of profitability, without such risky 
provisions, despite sophisticated 
customers and products. Where wrll 
the greater deregulation and competi- 
tion with other financial services take 
us7 Are our shareholders getting a 
reasonable return for their risk in the 
American insurance industry, Are we 
really protecting our policyholders? 

There will be times when I will 
long to return to the seemingly m 
“kinder and gentler” insurance enviro, 
ment that I have observed m these 
past two years, But, how long will this 
environment persist? James Souness. 
President of the Scottish Faculty of 
Actuaries. states, “The greater 
complexity of actuarial work and the 
rate of change m the way things are 
done is causing changes m the needs 
of members of the profession.” (See 
his interview beginning on page I.) 
With such changes, actuaries are sure 
to be stimulated by shared experi- 
ences beyond country borders. 

As companies become eager 
to spread their risks and enhance 
then profits through mternational 
operations. actuaries’ knowledge of 
those operations will become even 
more directly applicable We will 
benefit from the exchange of infor- 
mation from an international 
perspective at our Society of 
Actuaries annual meeting m 
Orlando, Florida. this October. 

,- 
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Disney Style cont’d 
So what does runmng the world’s 

largest and most successful theme 

Qk 
k have to do with managmg a divr- 
n or department of a life company. 

or a consultmg firm. or an employee 
benefits adviser? Lots! 

Here are some comments 
from four management attendees 
of the Disney Seminar who related 
Disney concepts to applications in 
their business: 
l The presrdent of a large ice cream 

manufacturer is focusing on ways of 
communicatmg a very drstmctive 
corporate culture directly to the 
employee. He appreciated that 
Disney shared its mistakes to atten- 
dees at the seminar and didn’t try 
to say that everything was perfect 
in the Magic Kmgdom. 

l A vice president of a major hotel 
redefined some of his employees’ 
jobs. Scripts were wntten for 
employees to use to deal with 
registrants at the hotel. Using a 
new computerized check-in 
system, the employees were able 
to integrate the system into the 
script and increase productivity 
and customer satisfactron. I 

cb 
4 regional vice president of a large 
ank asked hrs managers to forget 

all the rest of the goals they had. 
and only pay attention to one 
item, “Ask your people to try to 
meet the needs of those around 
them.” His region won the sales 
award in his division He calls rt 
focusing on the customer. 

l A senior vrce president of a large 
hospital added more group participa- 
non during new employee orienta- 
tion. exposed employees more 
frequently and vividly to the history 
of the hosprtal. as well as focused 
more on where the hospital’s future 
lies. He saw Drsney getting his 
employees exerted about oppor- 
tunities for the future. 

Combining the semmar put on 
by Seminar Productions with the 
Monday afternoon workshop at the 
annual meeting will allow you t0 

apply the Walt Disney World concept 
to improve your own part of the busi- 
ness world. 

Seminar mformation and sign-up 
I rms were provided in the registra- 

9 
n mformation packet for the 

nnual meeting. 
Charles Wittenberg, a member of the 
Committee on Management and Personal 
Development, is a Consultant with Wolfman 
& Moscovitch Inc. 

Dke advantage 
of tomorrow’s 
opportunities today 

by Robert D. Shapiro 

T he annual meeting m Orlando, 
Florida. will feature a series 

of five sessions to address the 
questions, ‘What will our busi- 
nesses be like m 10 yearsl” and 
‘What should I do now to prepare 
for the changed environment?” 

These sessions wffl offer a prac- 
tical approach to deahng with tomor- 
row’s opportunities today Everyone is 
encouraged to attend these sessions 
and stretch their thinking as the 
panels discuss the needs of busmesses 
m the year 2000. 

All sessions will be held Tuesday, 
October 16. from lo-30 a.m to noon. 
Highhghts of each follow. 
Future of the insurance business 
You’ve probably already heard about 
mternatronahzation. Europe 1992, and 
global economy, and you’re either sick 
of rt or believe that you are unaffected 
by It. right? We’re going to try hard not 
to talk about that - at least as far as 
generalities are concerned. We do plan 
to assemble a panel of knowledgeable 
msurance executives (who. for the 
most part, also are actuaries). moder- 
ated by Dan McCarthy, to talk about: 

What they think their busmesses 
WLU took like 10 years from now, 
and why. 
What kinds of skills and training 
actuaries wrll need to be useful to 
those businesses. 
What roles those “useful” actuaries 
wffl be able to fill. 

The panelists’ different points 
of view as individuals and the 
differing organizations they serve 
should produce a considerable van- 
ante of views. 
Preparing the actuarial profession 
for the future 
This session, moderated by Jim 
Murphy, wffl focus on three key areas: 
strengthening our foundation in basic 
education, continuing education and 
research, discussed by Jim Hickman: 
building professionahsm through stan- 
dards and discrptine. covered by 
Barbara Lautzenheiser. and enhancing 
our public image and influence 
through public relations and govern- 

ment affairs, discussed by Stephen 
Cook, a nonmember public relatrons 
professronal who has been involved 
m the Forecast 2000 campaign. 
Outlook for employee benefits 
Kit Moore will moderate this session 
on how to prepare actuaries for the 
sigmficant societal changes that will 
occur by the year 2000. He and his 
panelists will attempt to answer the 
following questions: 

l Who will pay the growing bill for 
retirement and health benefits for 
an aging population? 

l IS there any hope for the beleaguered 
defined-benefit pension plan? 

l Are pensions and benefits m danger 
of being regulated to death? 

l Do employees appreciate the cost 
and value of their pension and 
benefits plans? 

l Wffl plan sponsors continue to be 
able to foot the bffl to the same 
extent as in the past? 

Nontraditional actuarial practice in 
the year 2000 
The panel, moderated by Fred 
Krlbourne, will address and answer 
the question: Does the depositor/ 
shareholder/taxpayer need a friend 
when the banker/manager/legislator 
spends his/her/its hard-earned money 
on harebrained schemes with future 
costs/risks/nasty surprises that 
nobody’s bothered to analyze - and 
could/would/might the actuary be 
that friend? 
Reinsurance in the year 2000 
Reinsurance has evolved from 
primarily a risk management tool to 
one that encompasses elements of a 
financial management tool. Reinsurers 
will play an expanded role in the 
future The panehsts. Stephen Kraysler 
and Greig Woodrmg. moderated by 
Km Gee, will address the questions: 
What are the rmplications of this 
future role? What will be the effects 
of globalization and EC 19921 

If you need more information, 
please refer to your annual meeting 
registration packet or call the Society’s 
meeting department at 708-706-3540. 
Robert D. Shapiro, Chairperson of the Task 
Force on the Actuary of the Future, is 
President of the Shapiro Network, Inc. 
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Annual meeting offers 
international opportunities 

A world of information and 
activities awaits those attending 

the Society of Actuaries annual 
meeting at the Buena Vista Palace in 
Orlando, Florida, October 14-17. The 
theme for this year's meeting, "Inter- 
national Opportunities," will be carried 
out in educational content, special 
events, exciting video enhancements... 
even in the food served. 

The meeting's global focus offers 
a timely look at the changing inter- 
national scene. Because the world is 
shrinking and becoming a "global 
village," it is increasingly important to 
understand how current issues and 
future events will affect the business 
environment for the actuarial profes- 
sion, both here and abroad. 

James R, Schlesinger, former 
Secretary of Defense and Director 
of the CIA, leads off the meeting as 
keynote speaker. Currently Senior 
Advisor to Shearson Lehman 
Hutton and on the Executive Board 
of the Center for Strategic Inter- 
national Studies at Georgetown 
University, Schlesinger is uniquely 
qualified to speak on "How the 
Changing International Environment 
Affects our Economy." 

Each day's lineup has several 
sessions which include an interna- 
tional expert as a panel member in 
areas such as health programs abroad, 
global investing, European common 
market, the impact of AIDS world- 
wide, international business tech- 
niques and the evolution of the life 

james R sLhlesmger keynote speaker 

insurance industry throughout the 
world. Five "Focus 2000" sessions 
emphasize what the turn of the 
century will bring in insurance, 
employee benefits, reinsurance, 
nontraditional actuarial practice and 
preparing the profession for the future. 
With open forums, workshops and 
more panel discussions, the annual 
meeting offers something for 
everyone, regardless of individual 
interest and specialties. 

Beyond educational enrichment, 
the relaxing Florida scenery and the 
meeting headquarters - the Buena 
Vista Palace right in the heart of Walt 
Disney World - add a special atmos- 
phere, surrounding meeting goers and 
their families with a wide choice of 
recreational opportunities. 

Don't delay sending in your regis- 
tration form. Call the SOA Meetings 
Department, 708-706-3540, if you 
need more information. 

New Publications 
Index available 

by Albert E. Easton 

n 1988 the Publications Policy 
Committee recommended, and 

the Board of Governors approved, the 
publication of an annual index of 
Society publications. To implement 
this recommendation, the Publica- 
tions Index Committee was formed 
in 1989. The result of its efforts is the 
Publications Index - a new publica- 
tion which all Society members will 
automatically receive. The Index, 
which will be published annually, 
provides a single source to locate 
research information published by 
the Society. It is organized by title, 
author, and subject and includes, but 
is not limited to, The Transactions, 
Record, The Actuary ARCH, Section 
newsletters and Study Notes. This 
year's edition indexes all Society 
research material published in 1989. 

Many people helped produce the 
Index. The actuaries who indexed 
individual publications are: 
Serials 
Transactions 

James B. Milholland 
Record 

James Cochran 
The Actuary 

Daniel F. Case 
ARCH 

Charles S. Fuhrer 
Study Notes 

Richard Bilisoly 
Section Newsletters 
Actuarial Futures 

G. Thomas Mitchell 
Financial Reporter 

Edward C. Jarrett 
Health Section News 

J. Martin Shipp 
News Direct 

Kiran Desai 
Pension Section News 

Diane Wasser 
Product Development News 

Timothy C. Pfeifer 
Reinsurance Section Newsletter 

Craig Baldwin 
Risks and Rewards 

David Hall 
In addition, much valuable help 

on the subject listing was received 
from Dan Case, Ed Cowman, and Ken 



The Actuary-September 1990 

McFarquhar. Thanks also are due to 
Tony Spano. who has made many 
helpful comments throughout the 

recess. and to Barbara Simmons of 

Ip e Society staff, who has done an 
outstanding lob in the many edito- 
rial, administrative. and logistical 
efforts required 

In the long run, success of the 
Index will depend on user needs. In 
that vem. the Publications Index 
Committee welcomes any suggestions 
or comments users may have about 
the Index, its organization, subIect 
categories. and so forth 
Albert E. Easton, Chairperson of the Publica- 
tions Index Committee, is a Consulting 
Actuary with Milliman & Robertson Inc. 

AFIR con t’d 
practice, distinguishing among banks/ 
depository institutions, pension 
funds, insurance companies, and 
egulators. There also was a discus- 

rb 
on of “hidden options” in financial 
roducts and how the nsks they pose 

can be managed successfully 
The delegates generally felt that 

the colloquium was a success. Many 
Europeans seemed to prefer the 
academic content while most others 
appeared to enIoy the discussion of 
practical apphcations more I beheve 
all participants benefited from the 
continuity of having a single program 
without concurrent sessions. and that 
the session chairpersons did an excel- 
lent job of integrating and summa- 
rizing the various contributions. 

The second AFIR colloquium is 
scheduled for April 17-20. 1991. m 
Brighton. England. Papers must be 

s submitted by October 31. 1990. m 
order to be considered. I encourage 
readers of this newsletter to attend 
the colloquium and/or contribute a 
paper and thus help maintain a strong 
North American presence in AFIR. 
Included with this newsletter is a 
copy of the announcement and 
request for papers and a reply form. 

mes A. Tilley is Managing Director, Morgan 
lanley & Company. 

WA-sponsored actuarial 
program resumes at 
Nankai University 

by Allan Brender 

T he actuarial program at Nankai 
University in Tianjm. China, has 

resumed after being suspended m June 
1989 following the incident at 
Tiananmen Square. Harry Panjer, the 
fourth in a series of eight instructors 
recruited for the program by the Soci- 
ety, had completed his three-week 
teaching stint about one week before 
the Tiananmen incident. I had been 
scheduled to follow in September 
1989. The SOA Board of Governors 
decided early in 1990 to resume the 
program, and I arrived in Tianjin at 
the beginning of April. 

Ours was not the first inter- 
nationally sponsored program to 
resume at Nankai. Upon arriving, I met 
instructors from Canada. the Umted 
States, Britain, and France primarily 
teaching economics, finance, manage- 
ment, and English Some of these indi- 
viduals had been teaching m Chma in 
June 1989 and were hurriedly 
evacuated. A few had returned to 
China as early as October 1989. 

My class consisted of 17 
students, all studytng for master’s 
degrees in insurance. All could under- 
stand English, which was fortunate 
since I do not understand Mandarin! 
Classes for my course were held three 
hours per day, five days per week. for 
three weeks. I actually taught for 
more hours than I usually do in a 
regular one-term course at my home 
institution, the University of Water- 
loo. The students worked hard and 
appreciated the program. It was a 
pleasure to teach them. 

This class is the same group that 
Harry Panjer taught last June. We had 
feared that some of them had been 
killed at Tiananmen Square. but we 
found with great relief that no Nankai 
students were kffled. 

Following the completion of the 
SOA-sponsored courses this July, the 
students will spend the next academic 
year preparing master’s theses. We 
expect that they will apply the actu- 
anal principles and methods taught in 
the courses to particular situations in 
China. Several North American 

actuaries will visit Nankai to assist 
with the direction of these theses. 

Many applications of actuarial 
science appear to be possible in the 
Peoples’ Republic of China. The 
economy underwent a considerable 
decentralization about five years ago 
and many work units are now respon- 
sible for the financial security of their 
employees. Considerable interest 
exists in pension plans and the 
financing of healthcare. as many indi- 
viduals are not covered by the State 
system. Also, the Peoples’ Insurance 
Company is growing rapidly and indi- 
vidual life insurance is being sold 

China seems to be looking west- 
ward for new methods to provide for 
its needs, At Nankai University. 
several departments in the business 
school are devoted to the study of 
western practices, notably the depart- 
ments of international economics and 
international finance. The students 
and faculty are extremely interested 
not only m actuarial theory and 
methods but also in practical apphca- 
tions and the normal operations of 
North American insurance companies, 
They would like to acquire some prac- 
tical experience within our compames. 

The faculty and students were 
good hosts and made my stay there 
very enjoyable. I am sure they 
accorded the same warm hospitality 
to those instructors who followed me 
this spnng and summer - Gary Venter. 
Stuart Klugman. and Sam Cox. 

I am grateful to have had the 
opportunity to participate in this 
program. The memories of my stay at 
Nankai, and of my travels through 
China, will remam with me always It 
also is gratifying to think I have 
played some small part in the forma- 
tion of a new actuarial profession m 
China. I look forward to meeting some 
of my Nankai students at some future 
international actuarial congress 
Allan Brender is Associate Professor - Depart- 
ment of Statistics and Actuarial Science, the 
Universitv of Waterloo. 
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Demographics and the 
actuarial professional 

by Anna M. Rappaport 

A look at the world m which we 
practice today. and the world m 

whrch we practtced 10. 20 or 30 
years ago, will clearly demonstrate 
the major changes we have encoun- 
tered in demographic social patterns. 
Some changes during these periods 
were predictable, while others were 
unpredictable. some untrl virtuatly 
the day they happened. Yet actuanes 
evaluate risk and calculate the long- 
term financial imphcations of 
arrangements which pay benefits 50 
and more years m the future. 

The mortality table, one of our 
basic tools. measures the probability 
of death. a key demographic variable 
Pensron calculatrons typically include 
probabilities of death, retirement. 
disability and leaving employment. 
Analysis of experience has been a part 
of the basic syllabus for actuarial study 
for many years, and hrstorical expen- 
ence has served as the key data source. 

The retirement systems. vehicles 
for financing healthcare. and insurance 
products we have designed and valued 
have been structured to support cer- 
tam demographic and social patterns 
Fundamental changes are under way 
in these demographic and socral 
patterns and this article will answer 
several questions about these areas 

What are the major areas of change? 
What other areas of change 
are related? 
What does this mean to the 
actuarial profession? 
What did the Committee on Plan- 
ning drscover about these rssues) 

What are the major areas 
of change? 
The age composition of the population 
1s changing. After 2010. the proportron 
of the elderly will increase dramati- 
cally. The most srgmfrcant increase 
will be m the size of the age 85 and 
over group. 

In addition, the labor force 1s 
becoming more middle-aged The 
number of young new entrants is 
declimng. partrcipation rates of 
females are mcreasmg dramatrcally, 
and participation rates of males, 
particularly after age 55, have 
been dropping. 

The family trend now is for 
both spouses to participate in the 
labor force. Divorce rates have 
increased, and a large proportion of 
children wtll live with stepparents or 
m single-parent households for part 
of then childhoods. 
What other areas of change 
are related? 
Demographic change cannot be consid- 
ered on an isolated basis. It needs to 
be considered as part of a bigger whole 
- the busmess and cultural envuon- 
ment Several key trends that interact 
wrth the demographics point to a very 
different world These include: 
1. The globalizatron of business - 
Production decisions are often made 
on a global basis for manufacturing. 
There IS some indication that some 
services also will move in this drrec- 
tion. Products are being marketed 
internationally while ownership of 
enterpnses also is internatronal. 
2. Inadequate education of the 
American public - There is an 
increasing mismatch between job 
requirements and the people avarlable 
to fill lobs. 
3. Expanding technology - Tech- 
nology creates opportunities to 
complete work more efficiently and at 
lower cost The cost of technology has 
dropped so much that competition on 
the basis of superior technology no 
longer exists. 
What does this mean to the 
actuarial profession? 
The businesses and financial security 
systems that we serve have been, and 
will contmue to be, profoundly 
affected by demographic and other 
changes within the external envuon- 
ment Awareness of demographic 
issues and trends and antrcrpation of 
their potential impact wrll be rmpor- 
tant for the effective management of 
these businesses and for performmg 
actuarial analyses for the employee 
benefits programs sponsored by those 
businesses. For insurance companies, 
these trends will be important for the 
design of their products. as well as 
their pricing and financial manage- 
ment. The most effective actuaries 
will be those who can evaluate the 

interplay of the demographics with 
changes m consumer and employee 
attitudes and values, economrc and 
social condmons and technology. n 

Actuanes tradmonally have been 
experts in measuring and evaluating 
the consequences of demographic 
changes However. current actuanal 
experience based on the past and 
existing traditional models often does 
not adequately reflect the changing 
environment and the mterplay of the 
demographic and other forces 
discussed in this article. Actuaries 
sometimes view the past without 
considering the forces likely to lead to 
change. SometImes, external forces 
signal a trend reversal, a marked 
change in level, or a difference in 
experience between various groups. 

Demographic trends are 
very important in many specific 
application areas: 

Social insurance - Demographic 
trends tend to have a dramatrc and 
Immediate effect on social programs 
because they are generally pay-as- 
you-go. the population paying taxes 
at any one time 1s supporting the 
population collecting benefits. At 
the same time. these programs are 
structured to create long-term expec- e, 
tations and promises. Actuaries 
working with these programs must 
make long. complex projections and 
are probably among the actuanes 
with the most complete under- 
standing of the demographrc srtua- 
tion. However, they must make sure 
policymakers and the public under- 
stand what may be unpopular 
results of their projections. 
Indivrdual life insurance - Life 
insurance pricing takes mto 
account mortality morbidity and 
lapse rates. Demographic change 
can mean changes in lapse rates. 
Projecting experience for the future 
is a challenge. Marketing individual 
life insurance is affected by age 
distribution and famrly economrc 
structure. geographic and ethnic 
distribution of the population. The 
need for life msurance is affected 
by family size and sharing of 
economic responsibilities. 
Health insurance and benefits - 
Healthcare utilizatron is a function 
of age as well as other factors. The 
source of benefits - government, /“\ 
employer. or mdivrdual insurance - 
is a function of the structure of . 
various financial secunty programs 
which in turn depend on demo- 
graphics. famrly structure. ties to the 



workforce. etc. Retiree health bene- 
fits are subject to many of the same 
influences as social insurance. Expec- 
tatrons are being created today in 

(b ay-as-you-go programs that will be 
heavily influenced by an aging popu- 
Ianon. Major concern today centers 
on whether those programs can 
continue m their present form and 
meet expectations. A major question 
today is how high healthcare costs 
can rise as a percentage of GNP 
before there 1s fundamental change 
What did the Committee on 
Planning discover about 
these issues? 
The Commrttee on Plannfng surveyed 
many actuaries and received input 
from nearly 50 people who identified 
issues and concerns. Harry Panjer. Bob 
Shapiro and I formed the subcom- 
mutee that reported to the commutee 
on these issues A summary of the 
findings states: 

Effectively dealing with demo- 
graphic trends is vrtal to the respon- 
sible performance of actuarial services 
for financial security systems, 

The rmplicatrons of demography 
are interwoven in everything we do. 
We must consider how different forces 
operate m order to effectively 

0 
omplete our work. We have been 

doing this for many years, but changes 
and complexities today make us face 
new challenges. 

Today’s environment, which has 
changed considerably over the last 
few decades and where the future age 
structure of the population is quite 
different from the past, presents 
particular challenges. 

These issues should not be 
considered in Isolation, but along with 
a fuller web of external issues. 

Actuaries today include a spec- 
trum of those who are very aware of 
today’s demographic issues, and 
others who are too wedded to the 
study of past experience without 
looking at today’s facts. 

The article draws heavily on 
the subcommittee report to the 
Committee on Planning. The contrib- 
utors to this material include the 
many actuaries who contributed, as 
well as the subcommittee. 
Anna M. Rappaport, a member of the 
Committee on Planning, is ManaRinR 

irector, William M. Mercer Inc.- - 

The Actuary-September 1990 

Professional Actuarial 
Specialty 

by William H. Lewis, Jr. 

4, M ergers and Acquisitions-Life 
Insurance.” the thud in a senes 

of specialty guides developed by the 
Professional Actuarral Specialty Gurdes 
(PASG) Commrttee. has been provided . 1, 1. * ,. .- to au consumng. actuartes ana cnref -A 
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actuaries who &e members of the 
Society of Actuaries. This guide, like 
the others, is intended to be used as a 
“road map” to guide actuaries through 
readings in a specialty. 

Two previous specialty guides. 
“United States Taxation-Life Insur- 
ance” and “Canadian Taxation-Life 
Insurance.” were sent to members of 
the Financial Reporting and Product 
Development Sections The three titles 
released so far are part of the 22 
specialty areas targeted by the PASG 
for specialty guides 

All three guides are available 
from Sandy Kossack of the SOA 
office. Single copies are free to 
members and multiples are available 
at reasonable cost. Call or wnte 
Kossack for more information at the 
Society of Actuartes. 475 North 
Martingale, Suite 800. Schaumburg. 
IL 60173-2226, 708-706-3545. 

The SOA Board of Governors has 
concluded that the Society is m the 
business of providing contmuing 
education but the Society does not yet 
formally require rt Continuing educa- 
tion has been the subject of much 
discussion and debate, and more is to 
come. These specialty guides can 
provtde the genesis of self-study 
programs which could be used to 
satisfy basic requirements for 
continuing education 

Future guides include: “Mergers 
& Acquisitions-Employee Benefits.” 
“Health-Individual,” “Product Develop- 
ment-life,” “Product Development- 
Annuity,” “Financial Reporting- 
Canada,” “Employee Benefits-US.,” and 
others. Guides wrll be updated as often 
as practical to keep references current. 
How to use specialty guides 
Actuaries who choose to remain at 
the forefront of their professton can 
use the guides as a tool to either 
mamtam or enhance existing skills. 
Alternatively, the guides are designed 
to enable the actuary to develop 
expertise in a particular specialty 

11 

Finally, the guides provide the 
nucleus for a personal continuing 
educatron program. 

The format of each guide 
provides an easy route for actuaries to 
learn more about a specialty More 
than just a reading list, a guide begins 
with a short overview of the specialty, 
followed by a brief description of each 
topic and a list of major references 
Each reference was carefully selected 
and summarized to provide an indica- 
tion of the material covered, the level 
of difficulty and its length. Three 
levels of drffrculty are identified basic, 
intermediate and advanced. 
Genesis of the guides 
Three years ago, while serving on the 
Committee on Continumg Education, 
James L. Lewis, Vice President and 
Senior Actuary of Presbyterian 
Ministers’ Fund, suggested the rdea 
of specialty guides. 

While the CE Committee was 
reviewing the Shapiro Report, Jrm 
Lewis firmed up his early ideas. Chair- 
person Ernie Reynolds later authorized 
formation of the PASG Committee and 
Lewis chaired the first meeting in 
April 1989. There are 12 other 
committee members and a Society 
staff liaison. 

Goals established early in the 
program, “To help experienced 
actuaries craft their personal 
contmuing education plans and to 
provide road maps to readings on actu- 
anal specialtres for those actuaries 
wishmg to become proficient in a new 
actuarial specialty,” helped in 

Continued on page It column 3 
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FACTUARIES 
This Is another In a sezles of pro~les off members of the Soctety~ Board 
of Governors. 

Name: Arnold A. ~cke .  

Birthday: January 25, 1942. 

Birthplace: Hlmdale, Illinois. 

Cummt hometown: Swarthmore, Pennsylvania 
and New York. New York. 

era'rent employer: Ttllinghast/Towers Perrin. 

Marital status: Married (21 years thtR Augustl). 

Children: Maggie, 17; Nora. 16; and Amanda, 11. 

My first job was: Teaching lOth grade math at Overbrook Hlgh in 
Phlladelphia. I lasted only one year and continue to be in awe of those who 
can make a career of it1 

I'd give anything to meet: Woody Allen. 

The number of exams I flunked: O. 

The book I recommend most often: Gatley's History of Africa [rom 1800 
to Present. 

last play I saw: FJ/Wt Loves, by Jules Feiffer. 

Nobody would believe it if they saw me: P]aym8 the Pirate Ktn 8 in Pirates 
of Penzance. 

The "IV show I stay home to watch: rhinTsomerhtr ~. 

If I could change one thing about myself, I'd: Learn to hsten better. 

When I'm feeling sorry for myself,, h Change careers. LucXtly, you can't 
feel sorry for yourself when you are in the top. P~nked profusion! 

My fantasy is: To have a Manhattan apartment - and now I do[ 

The sU|iest thing I've ever done is: 'I~ytng to wrlte a Ph.D. them on 
Quantum Field Theory. 

If I could do it o v a  I'd: Learn to play the blues on the piano llke 
Otis Spann. 

My proudest actuarial moment was: Being elected to the Board 
of Governors. 

The best times of my life: Were my first year as an actuarial student and 
my senior year in high school - the two Hines when self-esteem depended 

o n l y  on multiple-choice exams. 

Special ty  Guides cont'd 
developing the guides. The self-study 
process enables each actuary to 
become as proficient as the need 
dictates, at an appropriate pace, 

A series of brainstorming 
sessions by the committee resulted 
in a list of 22 specialties to be 
addressed. Three specialties were 
selected for priority attention and a 
task force was established for each. 
The guide on "United States Taxation- 
Life Insurance" was headed by Louis 
M. Weisz, Second Vice President and 
Actuary of The New England. The 
guide. "Canadian Taxation-Life 
Insurance," was chaired by Michael 
Rosenfelder, Vice President of Confed- 
eration Life. The task force for the 
"Mergers and Acquisitions-Life Insur- 
ance" guide was led by Frank S. Irish, 
Senior Vice President and Corporate 
Actuary of John Hancock Mutual Life 
Insurance Company. 

Preliminary versions of the guides 
were reviewed by each committee 
member and then by "expert review- 
ers" chosen from the SOA member- 
ship for their recognized expertise in 
the respective specialties. The final 
products are the result of tireless 
efforts of many aL.tuaries over an 
extended period of time. At its 
January meeting, the SOA Board of 
Directors adopted the recommen- 
dations of the Specialty Guides 
Committee and adopted a formal 
motion that reads: "The Board 
expresses its appreciation to James 
Lee Lewis, Jr., Chairperson of the 
Professional Actuarial Specialty Guides 
Committee, for all his efforts in the 
continuing education area and for 
organizing the group that developed 
the Specialty Guide Program." 
William H. Lewis, Jr., a member of the 
Professional Actuarial Specialty Guides 
Committee, is President of Lewis & Ellis, Inc., 
Consulting Actuaries. 

In m e m o r i a m  
Morris Monsky FSA 1930 

J. E. Moore FSA 1945 
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GAOtax 
report 

by Robert J. Johansen 

(The following IS a report on Taxation 
of Pension Income for Retn-ed New 
Jersey Poke and Firefighters, 
GAOIGGD-90s73BR. April 1990.) 

A t the request of Senator Bill 
Bradley of New Jersey, the 

General Accounting Office investi- 
gated whether the current (1986) IRS 
unisex annuity table is appropriate 
for determming taxable portions of 
pensions paid to retired police and fire- 
fighters. The New Jersey Policemen’s 
Benevolent Association (PBA) had 
contended that police and firefighters 
have shorter life expectancies than 
the general population. 

The GAO calculated life expec- 
tancies for pohce and firefighters 
and. based on current tax law, deter- 
mined that there would be no 
appreciable tax savings if special 
tables were used. They also found 
that police and firefighters life expec- 
tancies were not much different from 

0 
he general population. 

The GAO determined that it 
would not be practical to provide a 
number of different tables for 
subgroups of the population. Further, 
the choice of a table primarily deter- 
mined the timing of taxes on 
payments. not the total taxes paid. 
On the basis of its findmgs, the GAO 
supported current IRS practice. The 
GAO also developed male and female 
tables based on retirement age and 
percentage of contributions made after 
July 1986 to determine when it would 
be advantageous to use the 1954 table 
for older contributions and when the 
simplified general rule would be 
better; they suggested that IRS so 
inform taxpayers. 

Copies of the 30-page report may 
be ordered from the U.S. General 
Accounting Office. Post Office Box 
6015, Gaithersburg. MD 20877, or 
telephone 202-275-6241. Up to five 
copies are free; additional copies are 
$2 each. The Society of Actuaries also 
has a copy for membership use. 

obert 

* 

j. johansen, Chairperson of the 
ommittee on Government Statistics, 

s Consulting Actuary with life 
Actuarial Services. 

SOA library shelves 
lined withW 
international 
publications 
With “International Opportunities” as 
the theme for the annual meeting m 
Orlando, it’s appropriate to highlight 
the mternational holdings of the 
Society Library More than 18 months 
ago, the establishment of reciprocal 
exchanges of publications with actu- 
arial and related organizations from 
other countries began A hst of the 
hbrary holdrngs will be included in 
the Society Literature Center at the 
Orlando meeting. 

Most of the publications are kept 
permanently. Photocopies of portions 
of journals. books, reports and/or file 
items may be obtained from the libra- 
rian for a mmimal fee. The hbranan is 
available to answer reference ques- 
tions for members, Society staff and 
nonmembers, using the collection and 
other available information sources. 

Retrieval of international mforma- 
tion is enhanced by the library’s access 
to computerized databases. Many 
databases cover international litera- 
ture. Two examples are Employee 
Benefits Infosource (EBIS) and 
lnformat International Business (IIB). 
EBIS, produced by the International 
Foundation of Employee Benefits 
Plans, covers U.S.. Canadian, and inter- 
national employee benefits literature. 
This file contains summanes of artl- 
cles from more than 350 English 
language periodicals, newspapers, and 
newsletters. IIB. produced by Predi- 
casts, provides concise abstracts of 
business news articles taken from 
more than 400 business newspapers 
and journals, translated into English 
from 10 languages. The charge for a 
search is $15. Questions about the 
hbrary should be directed to Donna 
Richardson, SOA Research Librarian. 
or Mark Doherty, Director of Research. 

A resource hst of members who 
subscribe to foreign actuarial jour- 
nals is being compiled. If you receive 
any of these journals, please send 
the title(s) to Rrchardson at the 
Society office. Donations of back 
issues of any of the listed journals 
would be appreciated. 

The last supper 
For those of you who became Fellows 
before the May 1990 exams, but have 
not yet attended a New Fellows’ 
Dinner. you’ll have a final opportunity 
to attend a New Fellows’ Dinner at 
the Orlando, Florida, annual meeting. 
The dinner will begin at 630 p.m. on 
Tuesday, October 16. 

Dinners (previously luncheons) 
have been a tradition for new Fellows 
at all of our spring and annual meet- 
mgs. With the introduction of the 
Fellowship Admissions Course, those 
mdividuals who become new Fellows 
with the May 1990 and later exams 
will be treated to a commencement 
dinner following the FAC. Therefore, 
we will discontmue the New Fellows’ 
Dinners at the SOA meetings after 
this year. 

New Fellows before May 1990 
are invited and encouraged to attend 
the “last supper.” Sign up for the 
dinner when you register for the I990 
annual meeting. 

Welcome 
As you may have noticed in The 
Actuary masthead. we have made 
some changes in editorial respon- 
sibilities. We’re pleased to announce 
that Tony Spano has joined us as an 
associate editor, and he will be respon- 
sible for the editorial content in an 
issue in the near future. Tony’s experi- 
ence as Chairperson of the Publica- 
tions Policy Committee for the past 
three years, Secretary of the Society 
from 1987-89. former Editor of the 
Transactions. as well as many other 
related SOA responsibilities. make him 
a very welcome addition to The 
Actuary editorial board. 

We also have a new staff editor 
in the Society office, Cecilia Green, 
who has replaced Diana Montgomery. 
She recently relocated to the Chicago 
area from Wichita, Kansas, where she 
was director of public relations for a 
Wichita advertising/PR agency. She 
has 10 years’ experience in writing for 
and editing publications for a variety 
of firms and organizations and is 
accredited by the Public Relations 
Society of Amenca Please feel free to 
call her at 708-706-3561 with any 
questions. ideas or comments 
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Dear Editor: 
Comments on classroom versus 
self-study 
A standard argument against a care- 
fully monitored program of granting 
exam credit for academic work was 
offered by Walter I? Henry in the May 
Actuary It is that “the successful 
college student should. be able to pass 
the SOA exam with little additional 
difficulty.” This statement 1s true, of 
course. A student who has learned a 
subject well 1s very likely to pass a 
standardized exam on that subject. 
even an exam as difficult as an actu- 
arial exam. 

The problem 1s that the converse 
is not true. It is possible to pass some 
of our examinations with no working 
understanding of the subject Many of 
our students are taught ingenious tech- 
niques for solvmg exam questions as 
they prepare for an exam, rather than 
a working knowledge of the subject. I 
am an unfortunate example, having 
passed an ancient version of proba- 
bihty and statistics with a high grade. 
Henry probably passed the same 
version of the exam I have never used 
the statistics from that book. not 
having learned how to or even why I 
should learn how to, but I learned 
some miraculous problem-solvmg 
tricks from my teacher. I would have 
been a better actuary knowing how to 
use statistics than knowing cute ways 
to solve exam problems. 

If a well-educated membership IS 
our goal, we should seek educational 
methods that lead to a working 
knowledge of the subjects which can 
help us do our work well. To learn to 
use statlstlcs. for example. a student 
needs to work through some extended 
projects requiring the organization of 
data and their interpretation. Such 
prolects will be most effective if 
performed under the direction of an 
experienced teacher Other subjects 
might call for other methods. 

The problem is not reliance on 
exams, but rather total reliance on 
exams. We would gain m educational 
effectiveness if we would use several 
methods of education m our E&E 
system, each appropriate to the 
subject being taught, instead of relying 
totally on self-study-plus-exam. We 
might not be quite as good at solving 
short exam problems. but we would 
be more effective at solving large 
problems in the real world. 

Linden N. Cole 
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Power series 
Thomas Tredway has succeeded in 
stimulating discussion with the 
mathematical fallacy he presents m 
the March 1990 Issue of The Actuary 
His “proof” that 2=1 1s more 
interesting mathematically than those 
“proofs” which rely on dlsgulsed forms 
of division by zero. Instead. the fallacy 
results from this fact: For a senes C t, 
which 1s convergent to sum ?: another 
series can be formed from the same 
terms. This series may be dlvergent. it 
may also be convergent with the sum 
not necessarily the sum of the ongmal 
series To see this work, consider 
Tredway’s example: 
In(2)=1-1/2+~3-1/4+~5-'/6+L/7 

-'/8+'/g--l/10+%1-%2+. . 

21n(2)=2-2/2t~3-%+2/5-2/6-t2/7 

+2h-l/5+2/11--/kt... 

Now combine terms m a different 
order - Ist+2nd, 4th. 3rd+6th. Bth, 
yh+loth, 12th. . . . 
SerleS u=(,?-I)- I/z+(%- %)- ‘/4 

=1-1/2+y3-1/4+%-G+. 

=ln(Z) 
Combmmg terms m this manner 

uses the negative terms faster than 
the posltlve terms. Note that the 2nd. 
4th. 6th. 8th. 10th. and 12th terms are 
already included. but, of the positive 
terms, only the 1st. 3rd. and 5th are 
mcluded. The 7th. 9th. and 11th have 
not yet been used 

Why be concerned, one may 
wonder, since all terms will be 
included m the new Series LR The 
answer 1s that negative terms of the 
power series expansion of Zln(2). 
Series V=-l- %--l/3-Y4-Y5-%- . 

comprise a divergent series. With 
enough terms, the sum of Senes V can 
be as large (in absolute value) as 
desired. This can be proven by 
showing that the partial sums s, are 
not bounded. 
s,=-l-‘/z-‘/3-‘/4-‘/5-...-‘/, 

s,=s*-'/"+1-%+2-...-'/2" 

s,,<s,--nX1/zn 
s,<s,-l/2 

Since szn<sn-(V5) for all n. 
the sequence of partial sums s,, is 
not bounded and Series V does 
not converge. 

Because the above Series V 
diverges, a recombination of the ZZn(2) 
senes expansion which uses negative 
terms quicker than positive terms. 
will. if it converges, converge to a 

number smaller than i’ln(2) - in this 
case. In(Z) 

By the way, it is true that if a 
series Cw, is absolutely convergent 
with sum LV then any series Cc, 

.T 

obtained by rearrangement of the 
terms of xw, is convergent with 
sum LV 

Absolute convergence for a series 
Zw, 1s satisfied when Cl w,,l 
is convergent. 

The fallacy IS assuming that 
this property of absolutely conver- 
gent series applies to a series 
which converges, but does not 
converge absolutely. 

For more on power series, the 
reader is referred to Advanced Calcuhs 
by Angus E. Taylor and W. Robert 
Mann, my professor who advised me 
to consider becoming an actuary. 

Below 1s a similar fallacy which 
may be amusing to the readers: 
In(2)=1-1/2+~-1/4+1/5-‘/6+... 

=(I+~+I/s+...)-(I+~+~+...) 
= j(l+l/3+1/5+. )+(1/2+1/4+%+...)\ 

-2(1/2t%t%t...) 

=(1+'/2+Y3+'/4+%+ ..) 

-(1+1/2+%+%+1/5+..) 

= 0 
F. Kevin Russell 

Proving once again that 1 = - 1 
orX=Y 
There have been a number of recent 
proofs that 2=1 and l= -1. Those are, 
of course, specific instances of the 
more general situation where any 
number X equals any other number Y 
That proof is as follows: 
(1)ZlsthemeanofXandY 

ix+ Y)/2 = 2 
(2) Multlply ( 1) by 2 

x-t Y=ZZ 
(3) Multiply (2) by X 

x2+xy= 2x2 
(4) Multiply (2) by Y 

xY+YZ=2YZ 
(5) O)-(3) 

x2- Y2=2XZ-2YZ 
(61 Transpose 

x2-2x2= Y2-2YZ 
(7) Add Z2 to both sides 

x2-2xz+z2= Y2-2yz+z2 
(8) Simplify 

(x-2)2=(Y-z)2 
(9) Take square roots 

x-z= Y-Z 
(10) Add Z to both sides - Q E.D. /1 

X=Y 
Richard W. Erdenberger 
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OASDI shortfall 
In the May issue of The Actuary 
Walter J. McLaughlm poses the ques- 

Y 
ion that, if a recession causes the tax 
eceipts under the Old-Age, Survivors. 

and Disability program to be consider- 
ably less than its outgo, could part of 
its contmgency reserve be liquidated 
to meet the shortfall? 

I am not at all certain what 
answers McLaughlin expects (or 
believes to be the case), but the 
answer is most definitely “yes.” As a 
matter of fact, for the OASDI Trust 
Funds combmed, such a situation 
occurred m every year in 1972-83. 
The shortfall was met by redeeming 
some of the Invested assets (the trust 
funds hold government obligations 
with specified interest rates and 
maturities). This meant that the 
government had to borrow more from 
the general public than it would 
otherwise have done m the absence 
of the OASDI excesses of outgo over 
tax income (For a description of how 
such obligations are equitably issued 
and. when necessary, liquidated, see 
page I33 of my book So&f Securfty. 
3rd Edition, 1985.) 

Robert j. Myers 

e anada’s supply of actuarial students 
I read with interest the May 1990 
article “Survey projects demand for 
actuaries will continue to exceed 
supply” by Judith Bluder 

I thought that your readers might 
be interested in some recent statistics 
on the supply of students in Canada. 

There are now almost exactly 
2,000 undergraduate students m 
Canada writing actuarial exams (1 e.. 
serious about careers as actuaries). 
This represents a 50-60X Increase m 
the last three years (see accompanying 
breakdown as to source by campus). 
There are two reasons for this 
dramatic increase in the number of 
students in actuarial science in 
Canada. First, several new actuarial 
science programs have appeared 
including those at Calgary, Uruversity 
of Montreal and Concordia (also m 
Montreal). Second, the enrollment in 
the traditional programs is up sub- 
stantially For example, the 1989 
graduating class at the University of 
Waterloo was 33, while m 1990 it was 

l 6. Next year we have a potential 
graduating class of more than 100, and 
close to 125 m 1992. 

Given that there are only 1,600 
Fellows of the Canadian Institute of 
Actuaries and that almost 1 in 6 of 

those reside outside of Canada, the 
employment of all of these potential 
actuaries will test the ingenuity of 
these graduates to find employment 
in nontraditional areas (either by 
practice area or geography). 
Canada only 

Number of Students 
College/University 1989 1987-1989 

U. of Laval 348 554 
U. of Waterloo 340 471 
U. of Montreal 288 439 
U. of Toronto 218 359 
U. of W. Ontario 173 265 
Concordia 142 220 
U. of Manitoba 133 196 - - 
Total 1,642 2.504 
Others writing 

exams - 306 600 - - 
Total all Canada 1.948 3.104 

Robert L. Brown 

Estimate too optimistic 
Actuaries are supposed to be good at 
substituting facts for appearances and 
demonstrations for impressions. 
However, I am afraid that I am more 
comfortable with my impressions than 
I am with the Subcommittee on Actu- 
arial Opportunities’ cheerful estimate 
of the future demand for actuaries 
Although the survey may have been 
carefully analyzed. it seems difficult 
to predict demand for actuaries from 
a sample that represents only 25% of 
the SOA membership. I suspect that 
the sample is likely to be biased 
toward firms that are larger and more 
stable than the average. How many 
companies responded that won’t be 
here in five years? How many 
actuaries are going to be released by 
companies that collapse or are 
merged? If the 75% that weren’t 
surveyed have a 3% decrease during 
the next five years, that will more 
than offset the increase from the 
companies that were surveyed. 

Here are some of my impressions 
that run counter to the survey’s 
apparent demonstrations: 

Sensible companies are gomg to 
keep their actuarial staffs lean - 
actuaries cost a lot of money 
Many companies are laying off 
actuaries. I have worked for two 
companies that no longer exist. As 
a result, there are 20 actuaries that 
are workmg elsewhere. So far, only 
a few of them have had significant 
difficulty finding jobs, but my 
impression is that continued consoli- 
dation in the insurance industry will 
reduce the demand. 

Recruiters are telling me that, while 
there is still a shortage of ASAs. 
they don’t get much business from 
new students anymore This IS, no 
doubt. the result of having 10.000 
people taking Exam 100 every year. 
While many of them have no inten- 
tion of becoming actuaries. there has 
been a significant upsurge m the 
number of people takmg the exams 
that follow 
When we went looking for a new 
student this year, we were blessed 
with an abundance of highly qual- 
ified apphcants. Our only regret 
was that we couldn’t hire more of 
them. Most of them have found 
lobs.. but they have had some diffi- 
culty getting positions m their 
preferred locations 

Perhaps these impressions are _ - _ ._ 
faulty. Ii so. I shall go happily on my 
way knowing that I am secure in a 
changing world. 

Thomas J. Hruska 

Robert M. Musen (Chairperson, 
Subcommittee on Actuarial 
Opportunities) replies: 
This is in response to Thomas 
Hruska’s letter to the Editor about the 
survey on the demand for actuaries. 

While it is true that only 25% of 
the Society’s membership is repre- 
sented by responses to the survey, it 
was distributed to firms, which collec- 
tively represent nearly 100% of the 
membership Unfortunately, the 
responses were not analyzed by size 
of firm and to do so now would be a 
very time-consuming task, given the 
state of the data. However, Hruska has 
noted a valid stratification of the data 
which should be included m the next 
such survey. 

In the context of Hruska’s letter, 
I would make the following points: 
l The survey was not only distributed 

to traditional employers of actuaries 
(e.g., insurance companies, insurance 
departments and actuarial 
consultmg firms), but we also 
sohcrted responses from nontradi- 
tional employers such as investment 
banks and software houses. Thus, 
an attempt was made to search out 
all pockets of demand. 

l The response rate was higher from 
insurance companies than it was 
from consultmg firms. Given that 
the latter have been an increasing 
source of demand for actuaries 

Conttnued on page 16 column I 



16 

Dear Editor con t’d 
while the former have been a rela- 
tively stable source of such demand, 
one might even conclude that we 
underestimated demand At this 
point, however, we are not drawing 
that conclusion. 

l Like most demographic variables, 
the demand for actuaries does vary 
by geography. We did some cursory 
analysis of the cities and regions 
which are more “densely populated” 
by actuaries. However, this analysis 
sheds no light on the geographical 
area m which Hruska is employed. 

l Naturally, the other side of the equa- 
tion 1s supply. Like most efficient 
markets, supply will increase where 
there 1s a perceived imbalance. Our 
analysis of recent trends in the 
number of new Fellows and 
Associates did not indicate large 
increases m those rates. despite 
Hruska’s count of the large number 
of candidates writing Exam 100. 

Unfortunately, there are a lot of 
impressions associated with this topic 
and perhaps not enough facts. When- 
ever possible. we attempted to let the 
data “speak for itself.” 

Task force should be commended 

There 1s much to commend in the 
task force’s “Final Report on 
Strengthening the Actuarial Profes- 
slon.” which is reproduced in the April 
1990 issue of The BuUetfn. 

The task force identifies “public 
Interface as the profession’s principal 
area of weakness ” I agree, Amen. 

I am disturbed because I 
believe the pubhc looks to the areas 
of practice in framing a picture of a 
profession. Dentists work on teeth, 
ophthalmologists on eyes, account- 
ants on financial records and 
lawyers on contracts. estates, civil 
achons, etc. But what do actuaries 
work on? 

People often assume that once a 
mortality table 1s constructed and 
premiums calculated, the actuary’s job 
IS done. 

A key feature of the task force 
recommendations 1s to reconstitute 
the Academy to define four practice 
areas. hfe. health, casualty, and 
pensions. In the public mind this 
would seem to relegate the work of 
the actuary to “mortahty, morbidity, 
and certain property coverages ” If 
enumeration implies excluston, this 
is It. 

The Actuary-September 1990 

R Stephen Radchffe m his edlto- 
rial in the April 1990 Actuary had a 
better answer, namely: “Ideas are the 
core of our profession ” 

Let’s subordinate the four practice 
areas (important though each in its 
own way may be) as features within 
the broad domain of the actuary as an 
evaluator of risk and contmgencies. 
No one can “program the future,” but 
the actuary, by reason of professional 
training and expenence. is especially 
qualified to “put a cost” to departures 
from prediction and explain the 
reasons for his conclusions. 

There are many areas where 
actuaries could use their professional 
trainmg and experience to good advan- 
tage. The financial area generally, and 
mvestments in particular, give rise to 
many questions mvolving risk and 
contingencies. Also I would hke to see 
more actuaries m the environmental 
field. in. marketmg. in medical studies, 
m pubhc budgeting. to name a few. 

If we want the pubhc to know 
us. let’s not box ourselves in by 
adopting an organizational straitjacket 
which seems to hmlt our usefulness 
to only the four hsted fields. 

Frank A. Week 

Suggestions for improving charts 

Within the last few months I have 
read an interesting book entitled The 
Visual Display of QuaZItltatJVe Infor- 
mation by Edward R Tufte. Tufte has 
searched the world for examples of 
graphics to illustrate his concepts 
and I recommend that many of his 
suggestions could be incorporated 
mto the graphs and charts pubhshed 
m The Actuary For example, on his 
chapter on “Data-Ink” 0.e , the 
relationship of the amount of data 
and the ink used in the chart) Tufte 
states five principles: 
1. Above all, show the data. 
2. Maximize the data-ink ratio 
3. Erase nondata-mk. 
4. Erase redundant data-ink 
5 Revise and edit. 

In his chapter on “Chartjunk.” 
Tufte states that “the grid should 
usually be muted or completely 
suppressed so that its presence 1s 
only Implicit - lest It compete with 
the data ” 

Tufte also analyzes a number of 
magazines. newspapers and profes- 
sional society pubhcatlons in terms 
of the data density of a graphic. This 
1s found by dlvlding the number of 
entnes m the data matnx by the 

area of the data graphic The Wall 
Street Journal, which uses a lot of 
graphics, had a median data density 
of 19. Pravda had 0 2, the lowest on I,> 
Tufte’s chart. 

Now that everyone has computer 
programs to prepare charts and 
graphs, it 1s well worth readmg a book 
such as Tufte’s to learn what we do 
right and what we do wrong m terms 
of graphical design. 

I know that I have benefited 
considerably from one of Tufte’s 
main criticisms - all pie charts 
should be abolished. 

Conrad M. Siegel 

Conning the public 
Walter McLaughlm’s letter in the May 
issue of The Actuary on the Social 
Security (SS) trust fund was unmten- 
tlonally incorrect The media, helped 
by some conmen. distort what 1s 
happening and misstated what has 
happened m order to create a scary 
story. Half of the politicians also use 
words giving wrong impressions in 
their op-ed and magazine articles 
Everyone seems to buy the con. 

The present method of treating 
SS income m the national budget is 
phony, Judged from any reasonable ,‘? 
accountmg standard. It was instituted 
by Lyndon Johnson to help sell larger 
deficits for his “guns and butter” 
Vietnam campaign It was welcomed 
with open arms when former Presi- 
dent Reagan promised that tax cuts 
would “balance the budget.” It is still 
in force for President Bush who is still 
promismg to “balance the budget” by 
new tax cuts Here 1s how it works: 

The national budget - No budget, 
not even this one, is real money The 
national budget 1s lust a deliberately 
bad guess as to how much real 
money will be received and spent, 
by the United States m the future. 
The national debt - The national 
debt is based on real money. Its 
habilities are largely covered by 
Government Bonds. They say that 
these bonds are “only promises” by 
the United States to pay in the 
future So 1s a $20 bill Entrepreneur 
Keatmg is still operating at the old 
stand They may be able to pick up 
some of his most famous high 
interest bonds at next to nothing. If 
he has burned all of them then there’? 
are other high interest private sector ’ 
Junk bonds all over the place Some 
of them haven’t even defaulted yet. 
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Barron 1s a notorious govern- 
ment basher. It either did not under- 
stand the relationship between the 

ational debt and the national budget 

Qii 
it had an agenda designed to con 

the public about that relationship. At 
least 90% of the pubhc have been so 
conned, including some actuaries I 
know. Here are figures that show that 
con. They are taken from the publica- 
tion Monetary Trends published in 
April 1990 by The St. Louis Federal 
Reserve Bank: 
September 30. 1988 Gross Federal 

Debt - $2.6170 trillion 
September 30. 1989 Gross Federal 

Debt - $2.8746 trillion 
One Year Federal Debt Increase - 

$257.6 billion 
Same Period National Budget Deficit - 

$186.5 billion 
No more recent data has 

been published. 
That is the con. It deals m 

trillions where Boesky dealt in 
billions. It is used to make the Amer- 
ican people believe that the national 
debt is going up to a tnllion dollars 
every five or six years when it is going 
up a trillion dollars every three or four 
years! An article by Gramm and 

udman may mention the funding of 

@I 
e budget deficit but never the 
nding of the national debt. The 

budget is phony because the SS 
contnbutions are being “used” (phony 
Barron’s-type meaning) to reduce the 
nominal “budget deficit” when they 
are really being invested m U S. Bonds 
and thus becoming a part of the 
national debt. The FED publication 
says that, on 9/30/89. $860 8 billion 
was invested in U S. bonds and held 
by U.S. agencies as part of the national 
debt. That figure mcludes all SS bonds 
and rt increased from $554.2 billion 
one year earlier. You can’t blame 
Gramrn or Rudman for misleading 
most of the people and some 
actuaries. Would you rather try to find 
$258 billion and up in spare funds 
every year or $186 billion? Or. God 
forbid, quit reading lips and lose your 
PAC money? 

This is nothing new. It has been 
ever thus since the days of “guns and 
butter.” Once, when the Congress tried 
to really use the phony budget book- 
keeping, and spent some of the assets 

rtside of SS. the law made it repay 
a e money very quickly and with 

interest. The newness is that the 
phony budget figures which were a 
few bfflion in Johnson’s day are now 

phony by $71 billion in one year. That 
phoniness is growing rapidly from the 
Barronsfan-type pretense of “using” 
growing SS funds for “budget balanc- 
ing.” No one is stealing the trust 
funds. They are just being used twice 
- once to buy bonds and once to con 
the public about the budget deficit. 

All of us should be ashamed that 
we permit our government to use 
phony accounting in which there is 
no honest direct relationship between 
an increase in the national budget 
deficit and an increase in the national 
debt. The Congress and the President 
know this. Several times bills have 
been introduced to stop the pretense 
that SS contributions were reducing 
the budget deficit. One such bill got 
through the House. It is hopeless to 
get such a bill through a Presidential 
veto so I doubt that the Democrats 
are even trying anymore. The only 
hope seems to be that a “man on a 
white horse” might appear in the 1992 
election. It would have substantial 
campaign shock value, especially if 
the candidate had been voting “prop- 
erly” on the pnor bills. Many nonac- 
tuaries would be mad to find that 
they had been conned and would 
vote against the incumbent govem- 
ment Most of about 40 million SS 
retirees, like other citizens, would not 
understand it but would vote eagerly 
for the candidate who said that he 
would stop “using” their SS funds to 
balance the budget. The con would 
suddenly work against the conmen. 
Would I ever hate to see thati 

Charles M. Larson 

Yours chauvinistically 
Me thinks Ms. Lllyan Cralle doth 
protest too much! Furthermore. as an 
English gentleman and pedant with 
regard to the usage of the English 
language, I must correct her misuse 
of the word “myth.” A myth is a 
primitive fable imagmatively 
descrtbmg natural phenomena. 
normally by personification! However, 
it is a basic fact (and therefore not a 
myth) that women are emotional, 
totally irrational and very easily 
placated, a fact universally accepted 
by those in a position to determine 
absolutely (i.e., men) Ms. Cralle 
simply defeats her argument since 
her letter was clearly an emotional 
and irrational outburst, which obvi- 
ously successfully placated her. 

Personally, I found the answer to 
the clue patently obvious and was a 
little disappointed with its simplicity 
However, I suppose that being male, I 
do have the clear advantage of being 
rational, unemotional. etc . . . 

Peter 1. Froggatt 

Please accept apology 
To all readers who misunderstood a 
clue m the March Actucrostic, your 
Competition Editor apologizes! 

Charlie Groeschell 

Words cloud logic 
John 1s the actuary in our family and 
I never, but never, open my mouth 
about mortgage-backed secunoes or 
contract options or the like Occasion- 
ally I let slip “fellowship” or “transac- 
tions,” but I’m always referring to the 
church or a trip to the bank We have 
gotten along quite well for 40 years 
because I don’t have a full grasp of 
things actuarial. 

That was until the May 1990 
issue of The Actuary arrived. On 
my way to the Actucrossword 
Puzzle, I spotted Irwin Vanderhoof’s 
editorial “Economics of the Chinese 
Room * I understood exactly what 
he was saying because I’ve read a 
lot about Zen Buddhism and 
Oriental thought processes. 

I was enchanted with the idea of 
putting all our Oriental books and 
artifacts in one room with a personal 
computer, a Japanese dictionary (I 
would call it the Japanese Room), a 
bonsai tree and two comfortable 
chairs. The computer would not be 
programmed because it would under- 
stand that everything in the room 
should exude Oriental AI (Artificial 
Intelligence). We would have a slot 
but a question inserted in the slot 
would receive no answer because Zen 
says that words cloud logic. I was very 
excited about the project. 

But John said I could not change 
his study and that I had missed the 
point of the editorial. He said that 
only a Chinese Room can understand 
actuarial mathematics and economics. 
So I said let’s not discuss it. Words 
cloud logic! 

Beth Thompson 
(Mrs. John S. Thompson, jr.) 
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Panel seeks comments on confidentiality 
Many federal statistics users are aware 
of the need for a balance between 
protectmg the confrdentiahty of statis- 
tics provided by mdividuals and busi- 
nesses, and making publicly collected 
data available for research and statis- 
tical uses. 

In search of new ways to deal 
with this issue, the Committee on 
National Statistics and the Social 
Science Research Council. with support 
from several federal agencies, have 
convened a Panel on Confidentrahty 
and Data Access. As part of its two- 
year study, the panel will compile 
relevant mformation from both pro- 
ducers and users of federal statistics 

The scope of this panel study 
includes publicly supported statistical 
data collection activities on mdividuals 
and establishments, such as censuses, 
surveys, admuustrative record data 
(when used for statistical purposes). 
and epidemiological studies. Data from 
chmcal trials will not be considered rn 
this study Special issues associated 
with chmcal trial data would require a 
separate study focusmg on the bio- 
ethical aspects of confidentiality and 
data access 

Readers of this notice are invited 
to submit short statements on any or 
all of the followmg sublects: 
Access problems - Specific examples 
of instances where federal agency 
confidentiality laws or policies have 

blocked you or your colleagues’ efforts 
to obtain data needed in your work or 
caused delays m arranging for access 
to data. Please indicate the sources and 
specific kinds of data desired and why 
the data were needed 
Suggestions for improving access - 
Have you had any experience m 
obtaining access to data not disclosed 
for general public use? How was this 
arranged7 Do you have suggestions 
for improving data access with appro- 
priate safeguards to maintain confiden- 
tiality and without undue risk of 
adverse effects on pubhc cooperation 
with censuses and surveys? 
Persons or businesses harmed by 
disclosure - Do you know of any 
instances m which persons or 
busmesses were harmed by unlawful 
disclosure of mformatron they 
provided to the government strictly 
for statistical purposes? How did this 
happen? What were the consequences? 
(This category differs from the first 
two in that statements need not be 
based on your personal experience.1 

Please submit your statements to 
George T. Duncan, Chairperson, Panel 
on Confidentiality and Data Access, 
c/o Committee on National Statistics. 
National Research Council. 2101 
Constitution Avenue, NW. Washmgton. 
DC 20418 If you have any questions, 
please call Virguua de Wolf. Study 
Director, at 202-334-2550. 

Course review seminars and actuarial classes 

Georgia State University will offer 
examination preparation seminars 
between October 1 and November 2 
on the following courses 110. 151. 
120. 130. 135. 140. 150. 160. 162. 165. 
EA2. 210. 

For further mformatron. contact 
Robert W Batten, Head of Actuarial 
Science Program, Department of Risk 
Management and Insurance, Georgia 
State University, PO. Box 4036. 
Atlanta, GA 30302-4036. 

* * * 
Temple University and the Actuaries 
Club of Philadelphia will conduct 
intensive review seminars from 8:30 
a.m to 4.30 p.m. for the followmg 
courses. 

I51 - October 12. 13 
160 - October 25, 26 
161 - October 20 
162 - October 27 
165 - October 11 
210 - October 8- 12 
220 - October 9- 13 

For more information, write to 
Bonnie Averbach, Program in Actuarial 
Science, Ritter Hall Annex 475, 
Temple University, Philadelphia, PA 
19122. or call 215-787-8153. 

* * * 
The University of Washington has 
announced autumn and winter classes 
to be held either on the UW campus 
or m downtown Seattle Courses 
offered are 100, 110. 120. 130. 140 and 
150. To register, call 2065432310. For 
more information. call 206-543-2320. 

Overseas employment 
opportunities 
Periodically the International Labor 
Office (IL01 and the International (\ 
Social Security Association (ISSA) have- 
openings in their headquarters in 
Geneva, Switzerland. for actuaries and 
other social insurance professionals. 
The IL0 and ISSA provide technical 
assistance in social security pohcy and 
programs to developing countnes 

For more mformation about 
vacancies and application procedures 
for the IL0 or ISSA and other mter- 
national orgamzations. contact: The 
Director. Office of UN System Recruit- 
ment. IO/IR, Rm. 3536. Department 
of State, Washmgton. DC 20520-6319. 
202-647-1046. The State Department 
regularly recruits Americans for 
professional positions in interna- 
tional organizations. To be considered 
for the recruitment roster, please 
send a resume 

Mail alert 
The Index to 1989 Pubhcatlons of the 
Society of Actuaries was mailed to (T 
members on August 15. If you have 
not received your Index. please caU 
Donna D’Agostmo at the Society 
office, 708-706-3526 

Correction 
In the June 1990 Actuary article 
‘Actuarial services for government” by 
Chnstopher D. Daykm, the National 
Health Insurance Act 1911 was incor- 
rectly referred to as the National Insur- 
ance Act 1911 It also was incorrectly 
stated that GAD has a support staff of 
66. GAD’s total staff is 66. Also, it was 
incorrectly stated that GAD is the 
“mdustry’s official actuarial adviser” 
GAD does not give actuanal advice 
directly to insurance companies. but 
is the official actuarial adviser to the 
supervisory authority - the Insurance 
Division of the Department of Trade 
and Industry We regret these errors. 



Across 
2. Non-paymg net premiums? (11) 
9 Cut out a date with Enc (9) 

10. Animal of microbe asterold denvation (5) 
11 One has to be brainy for such a calculabon (6) 
12 How to reduce trouble with hornets (7) 
14. Sailing to get a star treatment (8) 
16 Priestly circle (6) 
19. Mollusk of alloy steroid genus (6) 
20 Land of plenty - or loaded with trouble (2,6) 
22. Sue has the best perm (7) 
24. This ant makes common title for actuanes (6) 
27 State which had a reverse In ten (5) 
28 Ride North - in three planes (9) 
29 Proved steep - went too far (11) 

Down 
1. Arch exclamation? (4) 
2. Birds of fire - old style (9) 
3 Heather land but not morning (5) 
4. Species of early ape from odd penod (4,4) 
5 Otsllklng btt of rhyme (6) 
6. Make 011 go to brim to get confusion (9) 
7. Presidential Admission (5) 
8 SubmIssion of ornithological diet (6,4) 

13 Witchcraft (10) 
15. On that place a warning So? (9) 
17 Form of security for US readers (9) 
18 Tnflmg irritant makes us run about a bit (8) 
21. Contlngencles at in reverse discard (6) 
23 Quiet one In Pennsylvania, North (5) 
25 ” ” no morel Macbeth does murder-” (5) 
26. How black things look in Kentucky (4) 

June’s Solution 
100% SOLVERS -April: W Allrson, 0 Barllie, K Baker, 0 
Baldwin, J Beaton, T Boehmer, W Britton, J Brown, M & 0 
Brown, J Carr, R Carson, G Cherlin, F Clarke. S Colpitts, J 
Damton, S Dulley, B Endover, N Fischer. R Frasca, C Galloway, 
P Gollance, M Grover. 0 Gupta, C Hachemelster, P Hepokoski, 

Hohertz, J Hunt, R Jenner, A P Johnson, 0 Karsten, R & J 
ch. M Kreuter, J Larkrn & W Jones, W Lumsden, P Marks, 

P & J May. G & 0 Mazarhs, H Migotb, B Mowrey, J Paddon, R 
Picard R MaQuire & K Ludington, J Ranch, B Rickarrk, B 
Roudebush, J Schwarlz, N Shaptro, J Singer, M Steinhart, H 
Tate. P Twomey, B & J Unell, M Vandesteeg & A White, C 
Walker, C Wasserman, D Weill, M Whitby, A Whlton, B 
Williams & C Tower, D S Williams, R Witton. C Wyatt and H & 
F Zazret 

Send solutions to: Competition Editor, 8620 N. Port Washtngton Rd (312), Milwaukee, WI 53217 



More than 50% 

Not capable of being surrendered or 
transferred 

Ellcrt, summon (2 wds) 

Blood relatrves (3 wds) 

I 1 1 1 1 1 1 1 I 0 Aloof, unsociable 
9 83 179150 60 124 37 235 

I 1 I I I 1 I 1 , P Exaggerate, &eremphasue (7 wds) 
13 218 146 88 127 27 187 229 12 180 41 238 31 172 62 135 188 lot 

I I I , II 11 11 11 1 I 
177102 76 98 161 211 52 144 21 61 223 71 

I I 1 I I 1 I 1 1 
11 I I I I I 11, 204 118 90 139 195 217 151 3 

14 111 55 97 86 143201 225 36 

II I I I I I fi 11 I Q Windhelds. eg (2 wds) 
15 1311622Q9 59 33 79 182226168 

A word or an act expressing affectron 

Standard for making a cnbcal 
fudgement 

“Remember the 
Spanrsh-Amencan war 

Is from 

Stabon call to ra.11 travelers (2 wds) 

More malicrous or drscourteous 

E 

F 

( 

t 

I 

. 

t Milestones 

I 

f 

I 

LIIIIIIIII, 
10 89 215 122 42 154 227 175 85 26 

L 11 11 11 11 I R Destgnate, tag, label L I I I I I I I 1 

53 106163188155208 66 47 66 156186 74 130 58 202 25 105 

S The only place where success comes C"II"I"I 
137 167 65 40 91 205 115 8 159 50 

I 1 1 1 1 1 before work 
213 101 114 136 224 

T The eari obeyxl the queen and LIlfI’ll 

II (1 11 11 I I punctured her (2 199 24 110221 64 160192 

2 12% 29 210 61 167103 62 149 

I I I I I I I I U A pet control device I 1 1 1 1 I 

165158 44 76 46 23 104 125 30 214 67 170 

I I I I I I I I 1 V Inoculabon, dose I' 11 ' 1 "'I 

190 70 171 194 16 133 43 112 166 147 63 2l6 187 75 1% 5 121 

Ll IIII IIll W Collectton of unusual v&s or termS I 1 1 1 1 1 1 1 I 

4 153 35 94 219 64 237 113 57 36 223 92 73 46 164138176 

X. Crafted personally I 1 1 1 
11 1 ’ 11 11 I 

1 1 1 ’ 
I fi 

I 

109 11 206173 26 232 93 184132226 1 54 93 140 18 231 72 207 

Y Big talk. hot arr (2 wds) II 11 11 ” 1 I 
141 234 96 77 203 49 178 119 17 

Z RekRnng, calming I I I 1 1 1 1 1 1 r 
56 128 120 193 142 212 20 191 

Ages of growing pains (2 wds) 

Tendency to bungle or make mrstakes 
not us, of course (2 wds) 

mm (2wds) 

In an uncertain or haphazard manner 

I 1 1 1 ’ 1 1 1 I 
6 222 51 145165123 39 174 

I 1 I I I 1 1 1 I 
32 45 129146 68 87 22 193 
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L&T MONTH’S SOLUTIGN (B Berm. G Stolnb and A) Tenenben. A Mortakty Matter, ‘MYomen had to concerve eady and often As a resuft, wxnen had ltttte chotce but to spend 
all of their bme canng for the young This pattern persrsted for mrlkons of years Unbl wall unto the modem era, men II& longer than wxnen Thrs was reversed onfy when 
chttdbtrth risks were overcome” CONTINGENCIES, Jan&b 1990 \ 
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