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Editorial

UNTAPPED OPPORTUNITIES
FOR HEALTH ACTUARIES

BY SUDHA SHENOY

I HAD MY OWN IDEAS as to what
“untapped opportunities for health actu-
aries” might involve, but wished to learn
what research had found. In May 2010, I
listened to a webcast, supported by the
SOA Board, about a market research study
on the topic. The research study focused
on understanding current actuarial roles,
matching potential roles with actuarial
skills, looking at future needs and explor-
ing new roles. The study included a survey
that gathered input from health industry
executives, health plans, health manage-
ment consultants, hospitals, health sys-
tems, and pharmaceutical and disease
management companies.

The study found that there are many
untapped opportunities in several segments
of the industry for those it deemed “ridicu-
lously intelligent” actuaries. There is a strong
need for analytical and data expertise in clin-
ical research settings as well as in wellness/
disease management companies, health
plans (analytics departments), health care
management consultancies and pharmacy
benefit management organizations. Highly
valued business skills for these opportuni-
ties include strategic/“big picture” thinking,
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communication (both written and oral),
adaptability, in-depth clinical knowledge,
familiarity with study design and knowledge
of policy and regulations.

| delved further into the last three of
these valuable skills, as I believe them
to be technical barriers that actuaries
must overcome in order to gain access to
untapped opportunities. [ discussed my
thoughts with friends in the industry and
would now like to share them with you.
If I needed to gain technical knowledge, I
would prefer to begin the learning process
sooner than later, with the curriculum
modified as necessary along the way. |
would be extremely receptive to pilot proj-
ects conducted at local actuarial clubs,
where members would have easy access
to knowledge without incurring a lot of
expense—perhaps through a partnership
with local universities or through tailoring
a seminar in order to receive continuing
credit on these topics. This would be a
good bridge-building technique with local
medical schools and industry experts and
would help to strengthen the actuarial
brand in the health care arena. Such enter-
prises would also open the door to collab-

orative studies with academia, think tanks
and other industry experts. There is great,
untapped value for health actuaries in
initiating dialogue with other health indus-
try experts. Grappling jointly with tough
issues would foster respect and mutual
learning between academics, medical and
health care professionals, industry experts
and actuaries. Best practices would be
shared and different approaches tested
and modified as needed. | believe that
this approach would be very energizing
to all parties involved, serve as a catalyst
for new learning, and prove more expedi-
ent than constructing a formal curriculum
at the SOA level. Perhaps the SOA could
provide guidelines around which these
opportunities could be constructed.

Another way in which we actuaries could
explore untapped opportunities would be
to seek these opportunities ourselves by
raising awareness about what we, as actu-
aries, bring to the table. I would like to
share with you a personal experience from
the last Super Bowl party at my house.
When [ entered the room where my guests
were seated, | quickly realized that their
ongoing debate centered on the recent



individual health premium increase that
was making headlines. In my own home,
amongst my own friends, I felt as if [ were
being cornered. My friends expressed
much concern over the so-called “irra-
tional increase.” 1 took that opportunity
to explain to my friends how rates are
set and reviewed as well as approved by
the Department of Insurance (for certain
health products). None of them realized
that there was a logical process for rate
filing, review and approval. I answered
many questions on how we go about col-
lecting the data from our prior experience
and applying trend, etc. Following that
discussion, many of my friends have come
back to me with questions on other health
care, as well as general risk management,
issues that they face in their professions.

This made me aware of an opportunity
for us to influence others and raise aware-
ness about our profession. I think we miss
out on opportunities because employers
remain unaware of our analytical training
and our unique ability to solve problems
in many different and new contexts. Efforts
are currently underway to understand the
ramifications of health care reform and
bending the cost curve. During the cur-
rent health care debate, we ought to use
every opportunity to educate the public.
Volunteering at the SOA, the Academy
or other organizations or work groups to
learn more about these issues and then
sharing our knowledge and expertise with
the public is another way in which we can
showcase our talents and abilities. The
context is there; the dialogue is ongoing—

GET READY: Learn what the financial reporting environment
holds in store as the U.S. financial reporting framework
(GAAFR) is transformed to create an international framework
{IFRS) for insurance contracts. This one and cne-half day
seminar will give you an inside look at today's practice issues

involving financial reporting.

US.GAAP

Sept. 13-14
Millennium Broadway
Mew York, NY

REGISTER TODAY:

Go to SOA.org and click on event calendar,

&
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we just need to par-
ticipate in and chan-
nel the discussions.
[ have no doubt that
we “ridiculously

intelligent” actuar- Sudha Shenoy

ies will find a way to gain the technical
and business knowledge we need to help
shape our futures and capture both cur-
rent and untapped opportunities in the

health care industry.

Sudha Shenoy, FSA, CERA, MAAA, is a health actu-

ary. She can be contacted at sudha_shenoy@hotmail.com.

Today and Tomorrow
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Letter From The President

SOA COMMUNICATIONS:
EMPHASIS ON EMPLOYERS

BY MIKE MCLAUGHLIN

2010 HAS BEEN A YEAR OF IMPROV-
ING how the SOA communicates with mem-
bers. This has led to exciting new communi-
cation channels, better dialogue and some
great ideas!

We have also extended this emphasis
on communication to another important
group—those who employ actuaries.

Employers are responsible to their cus-
tomers, the public and, in many cases,
shareholders, for the health and growth
of their business. They are on the front
lines when it comes to business and the
economy, which is why employer per-
spectives are important to the work of
the SOA. Establishing solid relationships
with employers offers the SOA additional
viewpoints in providing members with the
tools needed to stay on the cutting-edge
of actuarial science and risk management.

Let me tell you about a few of the ways we
are working with employers.

EMPLOYERS COUNCIL
The most visible way we are working with
employers is through our Employers Council.
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The Employers Council was established in
2009 to create a solid communications chan-
nel with the employer community, and offers
the SOA perspective on business trends and
challenges facing insurance, benefits consult-
ing and broader financial services firms (the
actuarial profession’s current target markets).
The Council meets three times annually—
twice in person and once by conference call.

Council members are senior leaders at their
respective entities, and include a combina-
tion of some of the largest actuarial employ-
ers, non-actuaries with expertise in financial
services, enterprise risk management and
executive/recruitment search.

The Council gives us information on hiring
and staff development needs, preferences
and practices. They provide insight on busi-
ness needs for research and other forms of
intellectual capital development in risk-relat-
ed areas, as well as feedback on the market
relevance of various products and services
the SOA offers.

In 2009, (the year the Employers Council
was established) the meetings were largely
focused on bringing employers up to speed

on the work of the SOA. After a year of dis-
covery and engagement, council members
have told us that they want to do more.

One of the goals the Council has set for itself
is to get to the heart of the SOA’s vision (for
actuaries to be the leading professionals
in the measurement and management of
risk) to establish a true understanding of
the risk management field and the needs
of key thought leaders in risk management.
To help achieve this goal, the Council has
undertaken a project to better understand
employers’ labor needs in an evolving
business climate. This includes current
and future talent needs of firms, trends in
professional development and possible
risks to the talent pool, and will be an
important step in developing the profes-
sion’s strategy in the years to come.

The SOA Board and staff are very grateful
to the members of the Employers Council
who volunteer a few days of their time
per year to benefit our profession. We are
fortunate to have such an enthusiastic,
involved team with which to share an
ongoing dialogue. The most recent meet-
ing (held in June) was the best ever, in my



opinion! The members of the Employers
Council are lively, very engaged and
through a number of dynamic discussions
have given us a lot to think about!

EMPLOYER COMMUNITY VISITS

As an extension of the Employers Council,
the SOA also conducts employer com-
munity visits as part of our outreach to
employers. On these visits, we learn about
the employer’s core business, challenges
they may be facing, and their needs for
talent and professional development.

These visits also create the opportunity
for us to hear not just from senior leaders
(who may be either actuaries and non-
actuaries), but also teams of employees
and even candidates—it's a broad spec-
trum of people that make up an enterprise,
and we want to ensure that we hear a
variety of perspectives.

There is no substitute for face-to-face con-
versations, and these visits go a long way
toward building rapport with employers.

IMPROVING PRODUCTS AND
SERVICES

The feedback that we have received from
employers helps us develop products
and services (for example, Continuing
Professional Development (CPD) offer-
ings) that help prepare, and even give
members an edge, in the job market. Both
members and employers have asked for
CPD in a variety of formats to help meet
budget requirements and time restrictions.

In addition, we are using employer feed-
back to develop new CPD offerings—one
example could be partnering with others
to develop a leadership training program.

VOLUNTEERISM BENEFITS MEMBERS
AND EMPLOYERS

As a member-driven organization, volun-
teers drive the work of the SOA, which is
why it is an important topic to discuss with
employers. Those of you who volunteer
know that it helps you build new skills,
make new contacts and can help you stay
up to date in technical areas, differentiat-
ing you from others.

Departments

In addition, technol-
ogy products require
sophisticated pric-

ing and management A 4

techniques. If we can
demonstrate the value

Mike McLaughlin

of our skills, employers
will require a greater supply of actuaries to
fill those roles. If we are successful in this,

job opportunities for actuaries will expand

The work we do with employers is really
about creating more opportunities for

actuaries. ...

These skills not only benefit you, but these
are skills that you take back and can use at
the office or in the field on daily basis, which
benefits your employer as welll With the
contacts you make through volunteering,
you may be able to gain new clients and
even get on the phone with a competitor!

Volunteers make our profession stronger,
and the strength of the profession is impor-
tant to the viability of the firms that we
work for.

FUTURE EMPLOYERS OF ACTUARIES

The work we do with employers is real-
ly about creating more opportunities for
actuaries, and for those in our profession,
our horizons are expanding. We can take
cues from other countries—for example,
in Australia and South Africa, actuaries
are working for banks and asset manag-
ers, with financial product pricing and
management. We should also look at how
we can apply actuarial skills to solve
problems in other areas such as manu-
facturing, technology and transportation.

greatly, and the profession will provide
more valuable service to the community.
There’s work to be done to get there, but
the prize makes it worthwhile.

CONCLUSION

As members of the SOA, we all benefit
from the conversations and resulting ideas
we gain from employers. The effect is cir-
cular—employers’ feedback allows us to
develop products and services that benefit
members, strengthening the profession as
a whole, boosting the public’s knowledge
of actuaries, and increasing demand for
actuarial services. It's an exciting time to
be an actuary! B

Mike McLaughlin, FSA, CERA, MAAA, FIA, is president

of the SOA.He can be contacted at mmclaughlin@soa.org.
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Letter To The Editor

LESS THAN IDEAL

EDITOR OF THE ACTUARY,

[ would like to address a statement made in the captioned article
“Responsible Health Care Reform Part 2: Access to Care,” found in
the April/May 2010 issue of The Actuary.

The article states that “Because of HIPAA, any person who is
covered for at least 18 months under a group or individual
health care plan has a right to maintain continuous cov-
erage without ever again being required to undergo
assessment of health status (underwriting) or facing new
limit on pre-existing conditions.” (emphasis added)

It is my understanding that HIPAA and most (but not all) states do
not prohibit health insurers from requiring health status assessments
(underwriting) for all individual and small group health insurance
applicants—even individuals and small groups applying for alter-
native health care policies from their current insurer. While the 18
months provision will provide guarantee issue rights, there is no pro-
tection against a health insurer’s requirement that individuals submit
to health status assessments for the purpose of rate setting and for
substantial policy exclusions with respect to individual health insur-
ance plans. It has been my premise and contention that precisely
because of this lack of underwriting protection, the health insurance
industry has been successfully (justifiably?) vilified and our already
overly debt-laden government passed health care reform that further
expands government intrusion, threatens the insurance industry
itself, and imposes requirements that further threaten our nation’s
financial condition. If the health insurance industry would have pro-
actively addressed this substantial defect in insurance protection, we
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would have likely avoided what [ believe is a financially catastrophic reform
in access to health insurance that is now the law of the land. Thank you for
the opportunity to comment (vent?).

Best Regards,
Jim Galasso, FSA, MAAA, CERA, President & Consulting Actuary
Actuarial Modeling, jgalasso@actmod.com

REPLY FROM AUTHORS OF THE ARTICLE:

The statement in the article is accurate, but as Mr. Galasso points out,
there is no doubt that the current situation is less than ideal. The way the
right can be exercised varies by state from the extreme of being guarantee
issue by any carrier writing individual health insurance in the state, to
only accessing the state high risk pool as the insurer of last resort. The
individual can purchase insurance without a new pre-ex and without
exclusionary waivers through the appropriate mechanism in his/her state,
but, as stated in the article, coverage may well be unaffordable. A useful
guide to understanding the options by state can be found at: http://www.
healthinsuranceinfo.net/.

Our article was written prior to passage of PPACA. PPACA will change the
rules significantly, certainly beginning in 2014 when guarantee issue
becomes the law of the land. In the short run, funds allocated under
PPACA to support high risk pools will also provide another option to some

people seeking to purchase insurance.

Barbara Niehus, FSA , MAAA, President,
Niehus Actuarial Services, Inc., bn@niehusactuary.com.
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BY MAX J. RUDOLPH

WHEN DEVELOPING a practical implementation strategy around
emerging risks, it is necessary to avoid a herd mentality.

ow does a profession that prides
itself on the ability to discount
contingent events treat those

risks when there is no data? Too often modelers
explain the intricacies of their solutions without
the companion shortcomings being described,
whether developing economic capital models,
valuing a pension plan, or pricing a new prod-
uct or investment. Unfortunately, users of this in-
formation don’t want to hear it. The vast majority
want a single number, whether it is senior man-
agement, regulators, rating agencies or inves-
tors. The result? They get what they ask for. The
modeler who does not provide this information,
or who insists on adding the appropriate cave-
ats and the complete distribution of results, will
soon be looking for “new opportunities.”

WHAT ARE EMERGING RISKS?
So what is a risk manager to do? We know that
new risks will appear suddenly, that long for-

gotten risks often repeat, and that even those
risks where historical data exists will evolve

over time.

When an earthquake occurs in a known area
of seismic activity, there is data available go-
ing back hundreds, if not thousands, of years.
Casualty actuaries have a pretty good idea of
expected magnitudes well into the tail of these
risk distributions. But sometimes fault lines lie
inactive for centuries and we don’t look in the
right places for the data. The earthquake early
in 2010 that created such a challenge in Haiti
is an example of this. It was not predicted, and
little preparation had occurred.

Ever since humans domesticated animals, vi-
ruses have jumped between species. A serious
influenza pandemic has occurred in the past
100 years yet is not included in base mortal-
ity tables. While the impact is debatable by

reasonable experts, it remains that compa-
nies and regulators must incorporate this risk
themselves. Less sophisticated/conservative
(you choose) competitors ignore this risk,
forcing the market to price life insurance as
if this risk was not present. Other life threaten-
ing diseases will evolve. Genetically modified
food or cell phones might have unintended
consequences. How can anyone predict what
these risks are going to be? How does the risk
manager avoid being compared to the boy
who cried wolf? Too many false warnings will
dissipate credibility.

RISK SILOS AND UNKNOWN
UNKNOWNS

Another shortcoming of standard risk man-
agement practice that exploded into our con-
sciousness during the recent financial crisis
was the interaction between risks in the tail of
a distribution. When times are good it is said

AUGUST/SEPTEMBER 2010 | THE ACTUARY | 13
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that the rising tide floats all boats. When times
are bad, correlations are much higher than an-
ticipated by historical data. Emerging risks act
similarly in that something new might interact
with something old in an unexpected way.
Much was made of Donald Rumsfeld’s 2002
“Unknown Unknowns” speech as Secretary
of Defense, but he was talking about various
forms of emerging risks. Sometimes historical
data provides complete information, some-

This number is always calculated to several
more significant digits than can be justified by
the accuracy of the input assumptions. This is
not to say that generating this information is
not useful. It is, but the process to develop a
model where the risk owners build assump-
tions that produce a range of reasonable
results, surrounded by a story that describes
how an entity will react to both good and bad
scenarios, is much more useful.

... IT APPEARS THAT RISK MANAGERS SUFFER
FROM THE SAME ANCHORING EFFECTS THAT
BEHAVIORAL FINANCE EXPERTS DESCRIBE

FOR INVESTORS.

times we know a risk exists but don’t have a
good appreciation for its risk distribution, and
sometimes a risk is completely unknown and
ignored. When management is aware that not
all events are included in historical data sets,
especially those going back less than a century,
a company gains a competitive advantage and
improves decision-making ability.

Itis not always clear what category a risk falls
into (known knowns, known unknowns, un-
known unknowns). For example, as oil drill-
ing moved into deeper and deeper waters,
should someone have examined the envi-
ronmental risk of a catastrophic oil leak?
Was this a known unknown? Many think so
today, after such an event occurred. This
example describes a Black Swan event,
the term developed by Nassim Taleb in his
book of the same name where a risk is not
considered prior to its occurrence but is rec-
ognized by all after the fact.

Many risks are modeled in silos, ignoring inter-
actions with other risks. A correlation matrix
attempts to combine these results into that sin-
gle, magical number that stakeholders desire.
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Much of the historical financial data used
focuses on a recent period of time, and rolls
forward with each new period. For example,
the most recent 500 trading days or 10 years
of experience is used. If an outlier has not oc-
curred during this data set collection period,
then calculated economic capital is too low
and entity value is too high. If an outlier has
occurred during that period, it will dominate,
and the opposite happens. Using unadjusted
recent data is procyclical, resulting in capi-
tal calculations moving higher when times
are bad. This increases the systemic risk at a
time when capital should be providing a buf-
fer against that type of risk. Preference would
be to have a process that is mean reverting,
where excess capital is released during bad
times and built up during good times.

SURVEY AND ANCHORING

The SOA recently conducted its third Risk
Manager Survey of Emerging Risks, where
risk managers were asked to choose up to
five emerging risks with the greatest impact
from 22 developed by the World Economic
Forum (www.weforum.org ). Not surprisingly,
economic risks have dominated the survey

during the recent financial crisis. What was
not expected was the variation between sur-
veys. It appears that risk managers suffer from
the same anchoring effects that behavioral
finance experts describe for investors. When
the price of oil spiked, that was the top emerg-
ing risk. When the survey was completed right
after a large drop in the equity markets, that
became the top “emerging” risk. Most recent-
ly, after the world’s financial system was force-
fed with government-driven liquidity, deficits
became the top choice. These results are hu-
man nature and not something to condemn
but rather something of which to be aware.
The risk managers who know they suffer from
a focus on the recent past can better see a
longerterm risk horizon. This improves deci-
sion making, and can be done with minimal
investment.

CONCLUSION

Developing a practical implementation strategy
around emerging risks is a challenge due to the
shortterm nature of financial markets and hu-
man nature. A culture that embraces longterm
strategic planning and challenges the herd men-
tality so pervasive on Wall Street will empower a

firm to make better decisions. F

Max J. Rudolph, FSA, CFA, CERA, MAAA, is the own-
er of Rudolph Financial Consulting, LLC. He can be con-

tacted at max.rudolph@rudolphfinancialconsulting.com.




Volunteer Management Program

VOLUNTEERS ARE LIKE
COFFEE TO THE SOA

Departments

BY SHEREE BAKER

MANY PEOPLE RUN ON COFFEE, but
the Society of Actuaries runs on volun-
teers. Volunteering has become part of
the fabric of many people’s lives, and the
ideas, knowledge and expertise needed
to keep the SOA moving forward would
be impossible without the involvement of
our members.

Recognizing how important volunteers are
to the success of the organization, the stra-
tegic leadership of the SOA has made the
development of a comprehensive volunteer
management program one of its 10 Strategic
Initiatives. The Leadership Development
Program (LDP) began in 2008 as a three-
year initiative to develop and implement
an all-encompassing volunteer program
that would identify, recruit, track, manage
and recognize volunteers. The Leadership
Development Committee (LDC), a Board
committee chaired by Martine Sohier, has
the responsibility for the development of this
program. Other members of the Leadership
Development Committee are Jim Toole, vice
chair; Christopher Fievoli, Philip Gold, James
Miles, John Nigh and Kevin Pledge. In addi-
tion, the SOA has a fulltime staff member
dedicated to the program.

Some of the main goals of the LDP are to
recruit new volunteers, provide skill-building
opportunities for those entering into the
volunteer process, and develop new leaders.

We also hope that implementing this new
program will minimize burn-out of our most
active volunteers.

In order to better understand what motivates
our volunteers, the program seeks not only
to clearly define the types of opportunities
available, but to identify what the member
hopes to gain from the volunteer experi-
ence. The SOA’s goal is to provide a
consistent and rewarding experience

for its volunteers.

WHY DO ACTUARIES

VOLUNTEER?

Some of the reasons may surprise
you. Conversations with our members
indicate that many volunteer because
they want to give something back to
the profession. Nadeem Chowdhury,
USAA, volunteers “to keep up with the
industry, network with peers and learn
new skills.” Suzette Huovinen, Securian
Financial Group, echoes those thoughts and
adds that, after completing her exams as a
candidate, she “was interested in finding
out what exams looked like from the SOA
side.” Errol Cramer, Allstate Life Insurance
Company, says that he gets back much
more than he invests—“new learnings,
friendships, networking and mostly fun.”
Sue Sames, Towers Watson, says “volunteer-
ing creates a feedback loop (for both the
volunteer and the SOA) that keeps bringing

volunteers back ... often in different areas.”
Volunteering for the SOA offers the oppor-
tunity to develop skills such as leadership,
communication, time management, negotia-
tion and management of a virtual team. It’s

a safe place to learn and practice these skills

VOLUNTEERS

CONTINUED ON PAGE 43
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SCOPE

@ 2008 NHE = $2.3 trillion
* $1.1 trillion from public
funds

o 9.7% Growth Rate Since
1960

€) 2019 Projected NHE =
$4.5 trillion
* Public spending to grow
7.0% /year
* Private spending to

grow 5.2% /year

FUNDING PATHWAYS

0 Federal Government

o State & Local Governments
e Employers

o Individuals

o Insurance Companies

o Health Care Providers,
Manufacturers &

Pharmaceutical Companies

o Charities
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FUNDING/FINANCING

FINANCING
CONSIDERATIONS

a Public Health
e Preventive Health / Wellness
o Orphan Diseases

o Experimental & Unproven

Treatments
o Care Outside the US
o Long-Term Care

o Epidemics

e End-of-Life




OVERVIEW

Responsible

HEALTH CARE

PART 4: FUNDING/FINANCING

BY MAC MCCARTHY, BARBARA NIEHUS AND JAY RIPPS

This is the FINAL ARTICLE in a four-part series about what actuaries
see as ideal components of a health care reform package.

art 1 (February/March issue) provided

preliminary thoughts and concluded

that while we have not arrived at a
consensus as to one best way to reform our
health care system, actuaries have the tools
and perspective to make a positive difference
in the reform process. Part 2 (April/May) dis-
cussed various issues revolving around ac-
cess to health insurance and access to health
services—one key take-away was that simply
providing access to insurance will not assure
that everyone has access to the level of health
care appropriate to their needs. Part 3 (June/
July) explored potential approaches to rein in

cost trends and enhance health care efficien-
cy. Many of these have been tried already, so it
is important that we keep practices that work,
reject those that have failed, and continue to
pilot new innovations.

So finally, we've come to funding—who is go-
ing to pay for this? Of course, there is no such
thing as a free lunch, so one way or another
the American people will foot the bill through
higher taxes, costlier goods and services, lower
wage increases, and/or sacrifices of one form
or another. The issue really comes down to
how will the money necessary to achieve our

ACCESS COSsT Q
- S

n n N N

e
FUNDING

health care goals be channeled—what path
will the funds take, starting with collection on
through to final distribution? This article will
attempt to present the approaches gleaned
from our actuarial colleagues, identifying al-
ternative funding pathways and discussing the
advantages, disadvantages and possible con-
sequences of each.

We have looked at health care spending
based on both the entity making payments
and the category of health care in which the
money is spent. In either of these analyses,
considerations such as portability, equity, ac-
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cess, efficiency, need for innovation, personal
control over health care decisions, personal
responsibility, social priorities, etc. take on dif-
ferent weightings. These considerations will
be discussed, particularly as they indicate dif-
ferent, possibly conflicting, pathways.

Since the time we started this dialogue with
actuaries on health reform, the state of health
care reform legislation has changed consid-
erably. Back in November 2009, many were
expecting that this latest effort would go the
route of previous attempts and never see the
light of day. While we were writing the Access
piece, legislation looked more likely, but there
were many setbacks and opinions about pas-
sage swung back and forth, even amongst (es-
pecially for?) actuaries with good connections
in Washington. By the time we put the Cost
article together, the Patient Protection and Af-
fordable Care Act (PPACA) (with an accom-
panying reconciliation bill) was the law of the
land. Despite being a long and robust piece
of legislation, there are many questions to be

resolved. We are beginning to see the regula-
tions put forth that will hopefully provide the
answers needed by carriers, employers and
individuals. Reform is not a single event, but
rather a long process which likely will never
truly end. Much of what happens from this
point on will result from regulation and adap-
tations driven by reactions from various con-
stituencies (providers, employers, insurance
companies, states and individuals).

Throughout this process, we have tried to
remain objective and highlight things that
health care actuaries feel would work, re-
gardless of whether or not they were in the
proposals/legislation. We will keep to this
principle; however, given the complexity of
the topic and to keep the issues in context,
we will start with the world as it existed pre-
PPACA, acknowledging some of the chang-
es/concepts introduced by this legislation.

Besides the 2009 Tucson Conference of Con-
sulting Actuaries (CCA) meeting, input for

this article came from two Healthcare Reform
Taskforce calls, plus comments from a number
of actuaries via e-mail and several one-on-one
phone conversations. We are grateful to all who
offered opinions. Note that we have attempted
to present multiple perspectives, regardless of
our personal opinions. However, if any bias or
preferences are perceived in this atticle, they
are reflective solely of the authors’ views and
not a position or consensus of the CCA, the
Taskforce, nor the authors’ employers.

SCOPE OF THE ISSUE

According to the most recent National Health
Expenditures (NHE) reports from the Centers
for Medicare & Medicaid Services (CMS), the
total U.S. health expenditures for 2008 were
$2.3 trillion, split roughly half and half between
public and private sources. Since 1960, the aver-
age annual increase for total expenditures has
been 9.7 percent and rates of increase for public
spending have been significantly greater than
those for private in every decade since, except
for the 1980s. As a result, public spending has

Table 1: National Health Expenditures, 1960—2008
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The National Health Expenditure Accounts (NHEA) are the official estimates of total health care spending in the United States, measur-
ing annual U.S. expenditures for health care goods and services, public health activities, program administration, the net cost of private
insurance, and research and other investment related to health care. Source: http://www.4.cms.gov/NationalHealthExpendData/downloads/tables.pdf
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grown from 25 percent of the total in 1960 to
47 percent in 2008, as can be seen in Table 1
on page 18.

Of the $1.1 trillion of 2008 public health
expenditures, the largest portion ($469 bil-
lion) was for Medicare, followed closely by
Medicaid (federal and state combined of
$344 billion). Table 2 provides additional
details of the allocation of both public and
private dollars.

Health care reforms will affect health expen-
diture levels and the allocation between gov-
ernment, employers, insurers and individuals.
However, the most significant factors pushing
health costs up will continue to be demo-
graphics, medical advances and inflation.
Currently, CMS is projecting total health care
costs increasing to $4.5 trillion by 2019, with
an average increase of 7.0 percent per year for
public spending, versus a private expenditure
growth rate of 5.2 percent over that period.

POTENTIAL PATHWAYS OF FUNDS
This section looks at various pathways that
a dollar can find its way into health care fi-
nancing, looking at advantages, disadvan-
tages and consequences of each.

Federal Government

In 2008, the federal government’'s expen-
ditures for health care were nearly $817
billion.! About $469 billion of that was
through Medicare, and another $208 bil-
lion was Medicaid and SCHIP (funding
state programs). Defense and the Veterans
Administration (VA) amounted to about
$44 billion. About $10 billion was spent on
public health activity.

Table 2: 2008 National Health Expenditure Allocation

Other state and
local 6%

Other
federal 6%

Medicare
20%

Qut-of-pocket
payments 12%

Private health
insurance 34%

Other private
funds 7%

The National Health Expenditure Accounts (NHEA) are the official estimates of total
health care spending in the United States, measuring annual U.S. expenditures for health
care goods and services, public health activities, program administration, the net cost of
private insurance, and research and other investment related to health care. Source: http://
www.4.cms.gov/NationalHealthExpendData/downloads/tables.pdf

Funds to support these expenditures come
from several sources. Dedicated funding
for Medicare expenditures comes primar-
ily through a payroll tax shared by employ-
ees and employers. However, this funding
needs significant supplementation from
general revenues. In 2008, general revenues
accounted for 38 percent of total Medicare
funding. The 2009 Trustees report? triggered
a “Medicare funding warning” indicating
that general revenues were projected to be
45 percent of total funding by 2014. The
report also indicated that the Hospital Insur-
ance (Part A) Trust Fund was projected to
be depleted by 2017. The 2010 report has
been delayed in order to assess the impact
of PPACA and was not available at the time
of writing this article.

Funding for other federal government health
expenditures comes primarily through gen-
eral revenues and deficit funding. Note that
in FY2010, the federal budget deficit has been
projected to be about $1.4 trillion.?

Giving the federal government control of the
purse strings has advantages. The federal gov-
ernment can define and implement social pri-
orities/policies that would otherwise be incon-
sistent with how the private insurance market
works. Without some level of government par-
ticipation, segments of the population are un-
able to afford access to health care. It can redis-
tribute resources by using tax revenues to pay
for health care to, or subsidize health insurance
premiums for, low income individuals. It can
unilaterally set provider fees, a control of health

FOOTNOTES:
! US National Health Expenditures as reported at
http://www4.cms.gov/NationalHealthExpendData/

FOOTNOTES:
22009 annual report of the boards of trustees of the
federal hospital insurance and federal supplemen-

tary medical insurance trust funds

FOOTNOTES:
3 According to the Congressional Budget Office’s
March 2010 Baseline (http://www.cbo.gov/
fipdocs/112xx/doc11231/budgetprojections.xls)
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care costs that is not available to the private
market. And it can establish mandates and
appropriate penalties that apply to employers,
individuals or other entities. Moreover, cover-
age provided through the federal government
is portable throughout the country.

On the other hand, it can create a sense of en-
titlement that applies pressure for increasing
benefits and resists attempts to rein in costs
through limiting payouts. The federal govern-
ment is the only entity that can print money
and finance costs through increasing the
national debt. This has resulted in expand-
ing programs that have been chronically
underfunded. Also, a large federal program
is often difficult to change, which can stifle
innovation. Moreover, there is no direct con-
sumer accountability for good or bad health
care purchasing decisions, and Medicare has
been slow to implement programs that con-
trol fraud and abuse.

One unintended consequence of federal pro-

grams is the impact on private market pricing
of health care services. As the government has

AUGUST/SEPTEMBER 2010

taken steps to slow down the growth in Medi-
care spending, providers have looked to make
up those “losses” by increasing fees to private
patients. This costshifting has fueled increas-
ing costs for private patients, which then is re-
flected in higher private insurance premiums.

Another unintended consequence is the bur-
den that can be placed on states through man-
dates. Medicaid is funded jointly through state
and federal funds. However, there have been
many instances where the federal government
has reduced the funds it makes available to
help finance these state programs, while at the
same time requiring more and more expan-
sions of coverage. Medicaid has become an
increasing burden on state budgets.

State and Local Governments

State and local governments’ share of health
care expenditures in 2008 was about $290
billion. About one-half of that amount was
spent for Medicaid and SCHIP programs.
Recently, states have been particularly de-
pendent on supplemental federal funding
provided under the American Recovery and

Reinvestment Act (ARRA), which is sched-
uled to expire on Dec. 31, 2010. Most state
and local governments are currently dealing
with substantial budget deficits and are cut-
ting back in many areas.

Aside from earmarked federal funds, state and
local governments usually rely on general rev-
enues to fund health care expenditures. And
states do not have the same latitude of deficit
spending that the federal government is able to
use, since they must balance their budgets.

Except for the flexibility stemming from the
ability to print money, state governments
bring along most of the advantages discussed
above for the federal government. The states
are also more likely to be aware of local is-
sues and have the ability to reflect the local
needs and conditions more effectively than a
national approach could. Another advantage
from a policy perspective is the diversity of the
states. They can experiment with different ap-
proaches on a smaller scale, and the nation
can learn from these experiments—identify-
ing successful programs that can be shared
and implemented more broadly, as well as
programs that don’t work.

Most of the disadvantages associated with
state government funding also parallel those
listed above for the federal government. How-
ever, the pressure associated with having to
balance budgets can, in some instances, miti-
gate some of these disadvantages.

Unintended consequences include the cost-
shifting to the private market as discussed
above. Both Medicare and Medicaid contrib-
ute to this effect. In some cases Medicaid re-
imbursements are low enough that many pro-
viders will refuse to treat Medicaid patients,
creating different types of burdens on the
health care system.



Employers

Employers fund the system in a variety of
ways. The most significant source of fund-
ing is through providing group health pro-
grams to employees and dependents. In
2007, about 60 percent of the non-elderly
population (under 65) was covered through
a group plan.! However, this percentage has
been dropping over time as insurance be-
comes more expensive. The average value
of employer paid health insurance ranges
from 7.3 percent (private) to 11.2 percent
(government) of an employee’s total com-
pensation.® This pathway is well-established,
and most people who have group health in-
surance are extremely or very satisfied with
the quality of health care they receive.®

Employers also pay a share of payroll taxes
(1.45 percent) for Medicare as well as in-
come taxes at both the federal and state/
local level. They also pay other taxes that
vary by state, such as sales tax.

To the extent that employers bear the cost
of providing health care, they have an in-
centive to control costs, promote efficien-
cies, promote employee wellness, and find
innovative ways to structure plans. More-
over, many employers pay most of the cost
of the insurance, which leads to high par-
ticipation rates, resulting in broad cover-
age. But the employer pathway works less
well for dependents than for employees, in
part because employers generally do not
fund dependent coverage as generously as
they fund employee coverage.

FOOTNOTES:

* Statistical Abstract, 2010, Table 149; http.//
wwuw.census.gov/compendia/statab/2010/
tables/10s0149.pdf

5 http://www.bls.gov/news.release/ecec.nr0.htm

6 EBRI Issue Brief No. 323, Nov. 2008; http://wwuw.
ebri.org/pdf/briefspdf/EBRI_IB_11-20081.pdf

Employers can hire or engage health benefit
experts to assist them in purchasing decisions,
so that employers can be more sophisticated
health insurance purchasers than individuals.
Sophisticated buyers foster a competitive, in-
novative health insurance market.

However, coverage through employer plans has
historically created portability and “job-lock” is-
sues. A change in jobs may require a change
in insurers and/or health care providers. Loss of

which are used by federal or state govern-
ments to help fund health care costs, and state
sales taxes can be part of general revenues
used by a state to fund Medicaid.

This pathway allows employees and their
dependents to purchase insurance that best
suits their individual circumstances. There-
fore, it promotes innovations that benefit the
individual buyer, rather than an employer
or government buyer, and it gives individu-

EMPLOYERS FUND THE SYSTEM IN A VARIETY OF
WAYS. THE MOST SIGNIFICANT ... IS THROUGH
PROVIDING GROUP HEALTH PROGRAMS.

employment may result in a disruption of cover-
age. Employees may be “locked into” their jobs
because of their need for health insurance and
difficulty in obtaining it if they leave their jobs.
Job-lock can cause economic inefficiencies.

Moreover, the international competitive posi-
tion of U.S. employers may be weakened by
the high and rapidly growing costs of group
health insurance. This in turn can depress wag-
es and other benefits, as well as profits. And as
employers seek to save dollars, more and more
costs may be shifted to participants.

Finally, as with government pathways, employ-
ees and their dependents are shielded from the
direct economic consequences of their health
care purchasing and lifestyle decisions.

Individuals

Individuals fund the system through a variety of
taxes as well as premium payments and out-of-
pocket payments. Even a person who is unin-
sured is typically paying something toward the
cost of medical care. For example, if the person
is employed, then funding is done through pay-
roll taxes. Income taxes go to general revenues,

als more control over their health insurance
costs and purchasing decisions. And indi-
vidually purchased insurance is fully portable
and independent of employment/employer.

When individuals are responsible for pay-
ing out-of-pocket, they have incentives to be
smart consumers. Given the right information,
some will pay attention to prices and also give
consideration as to which services they think
are worth buying versus those that are not.
However, individuals typically cannot budget
for catastrophic expenses, and clearly need
insurance for financial protection.

Individually purchased insurance best re-
flects individual risk characteristics and is, in
that sense, more equitable than group insur-
ance. For example, in group insurance, the
younger employees subsidize the older em-
ployees, since employee contribution rates
generally do not vary by age.

Some contend that health insurance is too
complicated and too hard to understand for
individuals to make rational purchasing de-
cisions. They contend that experts available
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through an intermediary like an employer or
government agency need to be in the purchas-
ing decision process to protect individual pur-
chasers from making poor decisions.

Also, individual purchasers have little bargain-
ing power with health insurance companies;
therefore, some contend they cannot effective-
ly exert pressure to keep costs down.

smaller employers. Insurance companies
also offer Medicare Supplement and Medi-
care Advantage plans. There has been a ten-
dency toward more regulation of rates in the
small group and individual markets in recent
years. Insurance companies are generally
subject to income taxes, and health insur-
ance premiums are subject to premium taxes
in most states.

IN 2008 CONSUMERS PAID ABOUT $259
BILLION IN HEALTH INSURANCE PREMIUMS.

Individual insurance, like group insurance,
shields consumers from the direct economic
consequences of their health care purchas-
ing and lifestyle decisions. Some contend
that more reliance on the individual purchase
pathway would increase the upward pressure
on health care costs, as individuals seek to “get
their money’s worth” from what they spend on
individually purchased insurance.

In the case of individually purchased insur-
ance, health care reforms must be carefully
designed to avoid additional unintended
consequences. Individual mandates that al-
low a person to move in and out of coverage
when medical care is needed will create an
unworkable system. The resulting anti-selec-
tion can cause health insurance premiums to
increase significantly. Those individuals who
are not wealthy, but whose income puts them
above the level to qualify for government sub-
sidies, may find coverage unaffordable.

Insurance Companies

In 2008 consumers paid about $259 billion
in health insurance premiums.” Although
the largest employers are likely to self-fund
medical plans, insurance companies insure
benefits for individuals and for people cov-
ered under group medical plans offered by

AUGUST/SEPTEMBER 2010

Insurance companies deal in a competitive
marketplace and have incentives to both
control medical costs and run their busi-
nesses efficiently, including fraud and abuse
controls. They also have incentives to offer
innovative products.

Insurers are also required to hold adequate
surplus to assure solvency and, in many cas-
es, make profits to assure investors a reason-
able rate of return. As a result, as with any
ongoing business, they must include profit
margins in their pricing. Many insurers’
efforts to control costs (such as question-
ing the need for certain medical care) are
viewed negatively by consumers. Insured
premiums reflect underlying claim costs,
resulting in regular increases, which have
been a cause for concern.

Part of the cost passed along to consumers in
insurance premiums is the cost of premium
tax. These taxes have been assessed by states
for many years and avoidance of those taxes
has been one of the motivations for large em-
ployers to move to selffunding. In light of the

FOOTNOTES:
7 U.S. National Health Expenditures as reported at
http://www4.cms.gov/NationalHealthExpendData/

new federal taxes on insurers under PPACA,
it is likely that more movement will be seen
toward self-insurance, leaving the burden for
those insurance company taxes disproportion-
ately born by small employers and individuals.

Insurance company prices historically have
been set to reflect the underlying cost of the
risk. In many cases, this may be seen as in-
consistent with social objectives. For exam-
ple, actual medical costs vary widely among
different demographic groups. Because of
costs related to child-bearing, women in their
20s or 30s are expected to incur greater medi-
cal costs than men of the same age. Similarly,
people are generally expected to incur great-
er costs as they age. To the extent that laws
prohibit gender rating or establish limited
age-rate bands, this creates cross-subsidies
among individuals. This also creates the po-
tential for further anti-selection—if younger
people opt out, the average rate for the re-
maining insured population will increase.
These types of requirements can have a very
material effect on expected claim costs for
an insurer’s block of business.

To the extent that insurers are unable to price
products at actuarially sound rates, several
unintended consequences can occur. Carri-
ers may either need to exit certain markets or
may face possible insolvency. Adequate rat-
ing concerns may also prove to be a barrier
to entry for new players and will deter entities
that are willing to invest in starting or building
insurance companies.

Health Care Providers

Health care providers can be a source of
funding, either directly through special
taxes on some providers, or indirectly
by setting uniform fee schedules that are
less than negotiated “market rates.” It is
questionable whether direct taxes on pro-
viders can be a viable long-term funding



source, since these taxes may be reflected
in providers’ charges for health care ser-
vices, resulting in no net revenue to the
health care system.

Medical Manufacturers and
Pharmaceutical Companies

Many medical manufacturers and pharma-
ceutical companies participate in a global
marketplace where the United States is a
significant market but not the only mar-
ket. Much of the innovation in these areas
has occurred in the United States and has
been funded through health care costs—
adding to an already expensive system.
The federal government could establish
new rules that would impact the pricing
of their products in the United States, low-
ering the prices and therefore creating
health care cost savings.

Alternatively, additional taxes could be as-
sessed that would be used to help pay for
health care costs, but ultimately add to the
cost of the products. Under either approach,
a consequence can be that fewer resources
would be allocated to innovation through
funding of research.

Charitable Organizations

Charitable organizations have been impor-
tant sources of funding for research and
patient support efforts. These organizations
play a role that neither the government nor
the private sector can effectively address,
since they are able to focus resources that
reflect the priorities of those who give mon-
ey to the charities.

FINANCING CONSIDERATIONS BY
CATEGORY OF HEALTH CARE

The advantages and disadvantages of alterna-
tive funding pathways may be differentiated
by category of health care. Not all health care
costs are necessarily wellsuited to the same

funding pathway. Considerations regarding
funding pathway by category of health care
are discussed in this section.

Public Health Care

In this category we include health care pro-
grams that are primarily preventive rather
than curative, and that deal with population-
level rather than individual health issues—
such as programs to provide clean air and
water, proper disposal of waste, control of
infectious diseases, etc. It is broadly accepted
that the funding pathways for these programs
must be primarily federal, state and local gov-
ernments, with some marginal but important
funding through charitable organizations.

Preventive Health/Wellness
Some preventive health programs and costs
fall into the category of public health and

@
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are generally funded through governments.
Others are included in health insurance pro-
grams. In fact, the recently enacted health
care reform laws require full coverage of cer-
tain preventive services with no cost-sharing
by the individual patient. There are several
points of contention regarding the coverage
of preventive costs in health insurance.

e Some contend that full coverage of
such costs results in greater adherence
to preventive protocols than if they are
not fully covered by insurance. Others
contend that the primary barriers to ob-
taining preventive services are not tied
to their costs—many of which are rela-
tively inexpensive—but rather to lack of
knowledge or motivation.

e There is also a concern that coverage
of preventive services through insur-
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ance is inefficient, since such services
are frequent, low-cost, predictable and
budgetable. Generally, the kinds of costs
appropriately covered by insurance are
those which are infrequent, high and un-
predictable. Covering preventive health
care costs through insurance results in
additional and unnecessary administra-
tive expense, which could be avoided if
these services were provided at no direct

HIGH-QUALITY HEALTH CARE IS AVAILABLE
OUTSIDE THE UNITED STATES AT PRICES MUCH
LOWER THAN SIMILAR CARE PROVIDED IN THE

UNITED STATES.

cost to the individual (funded by govern-
ment) or by having people pay for them
directly, with government subsidies for
those who cannot afford them.

"Orphan Diseases”

Diseases or conditions that affect very few
people are generally covered by health insur-
ance programs, including both private sector
and public sector insurance programs. How-
ever, coverage of costs to treat such diseases/
conditions may not provide sufficient funds
or incentives to support the research needed
to find treatments/cures, because the number
of people affected is small. Special support of
research through targeted government pro-
grams or charitable organizations focused on
such diseases is often needed.

Experimental Treatments, Unproven
Treatments, Clinical Trials

Most health insurance does not cover treat-
ments that are experimental, not “medi-
cally necessary,” or in clinical trials. The re-
cently enacted health care reforms require
coverage of participation in clinical trials
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starting in 2014. Because insurance does
not cover experimental or unproven treat-
ments, the costs for these treatments must
be paid by patients able and willing to pay
for them, or absorbed by the providers/
developers of these services as research
and development costs, to be recovered
if and when the treatments are proven to
be effective, or through inflated prices for
covered treatments.

Requiring such treatments to be covered
by insurance would drive up insurance pre-
mium rates. Coverage of such treatments
only if they are being tested in controlled
clinical trials limits the impact on premium
rates, while supporting the generation of
sound evidence on which to base future
coverage decisions.

Care Provided Outside the United States
High-quality health care is available outside
the United States at pric-

es much lower than

similar care provided :

in the United States. 7
Some private health insurance
plans cover such care and the
travel associated with it as a
cost containment measure.
Some individuals opt for
such care when it is not
covered by insurance

1

A\
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(e.g., cosmetic procedures), or if they are
uninsured. An issue with such care is that
follow-up care may be awkward and/or
expensive. In terms of efficiency and inno-
vation, including the funding of such care
through the various funding pathways ap-
pears to be desirable.

Long-Term/Custodial Care
Most health insurance does not cover the
cost of long-term/custodial care. Individuals
may buy long-term care insurance separately
from health insurance to pay some portion of
the cost of such care if it becomes necessary.
At this time, the funding pathways for such
care are predominantly through individuals
(via insurance or payment for care directly
as needed) or through government pro-
grams. As our population ages and life spans
increase, there is concern that governments
may not be able to provide the necessary
funding; consequently, some contend that
more individuals should be encouraged—
through monetary incentives or otherwise—
to purchase longterm care insurance. The
recently enacted health care reforms contain
some incentives to do so by establishing a vol-
untary long-term care insurance program
run by the federal government
(CLASS Program). From an ac-
tuarial perspective, these costs
appear to be “insurable’—i.e.,
potentially large and unpredict-
able; therefore, incentives to in-
sure such costs appear to be
appropriate, assuming the
government program is
designed to be actuari-
ally sound and sustainable.

Epidemics/New Diseases
Large spikes in costs associated

with epidemics or new
2 diseases can put

- ‘ ‘ strains on any



of the funding pathways. Except for fund-
ing through the federal government, which
is able to handle cost spikes through its
control of monetary and fiscal policy, it is
advisable that all funding pathways have
catastrophic reinsurance coverage through
organizations financially able and willing to
provide such coverage.

End-of-Life Care

This is a difficult ethical and emotional issue.
However, as our population ages, laws, regu-
lations or standards of practice that require
health care providers to deliver all possible
care under all circumstances may put impos-
sible demands on any of the available fund-
ing pathways. There are instances in which
steps that can be taken to prolong life may
not be in the best interests of the patient. It
is essential that our society deal comprehen-
sively and courageously with the questions
of which care, under what circumstances,
should be funded through pathways other
than directly paid for by individual patients
and their families.

CONCLUSIONS/RECOMMENDATIONS
The many facets of health care and differing
needs of the population, along with various
pathways available to bring the needed re-
sources to bear on the issues, result in a com-
plex matrix of possibilities. The challenge is
to construct a funding system that matches
the strengths of each pathway to needs in
such a way that inefficiencies are minimized
and undesirable side effects are avoided.

There are a number of possible permuta-
tions that could achieve these goals, but any
proposed solution must be comprehensive
in scope and should be “tested” against the
following principles:

* [t must be adequate to cover realistic
cost projections and be sustainable

over time. We tend to underestimate
cost trends and overestimate our abil-
ity to manage them. Budgeting for the
best-case scenario will surely lead to
disappointment. To be sustainable,
the system must reflect our society’s
values and priorities.

¢ Transparency should be built into the
system in order that society may de-
cide whether or not these values are
being addressed properly.

e We must recognize that the funding
pathway will often have an effect on
costs. Removing barriers to access
can lead to excessive administration
and over-utilization, driving costs up.
Centralized processing without over-
sight, accountability and financial in-
centives may lead to fraud and abuse.
Personal funding of reasonably af-
fordable services promotes smart
purchasing, which avoids waste and
lowers costs.

e The potential for unintended conse-
quences under each pathway should
be recognized and appropriate mech-
anisms must be in place to detect them
early and take corrective actions.

e There must be sufficient flexibility
built into the system to respond and
adapt to unforeseen issues such as
emerging new illnesses, demographic
shifts and economic cycles; to address
the emergence of unintended conse-
quences; and to adapt to changing
social values.

WRAPPING IT UP

This is the last of our series on health actu-
aries’ take on health care reform. Through-
out, we have benefited by the knowledge,
wisdom and unselfish sharing of our many
actuarial associates. We hope we have
accurately and concisely depicted their
varied perspectives. We hope they, and

you, will continue to promote responsible
health care reform to the best of our col-
lective abilities, keeping in mind that we
have only just begun this process. It is our
strong bias that constructive actuarial in-
put to this very important issue at all levels
will result in a more socially and fiscally

responsible end result. B

L.J. (Mac) McCarthy, FSA, MAAA, FCA, is president
of McCarthy Actuarial Consulting, Ilc. He can be contact-

ed at mac@mccarthyactuarial.com.
Barbara Niehus, FSA, MAAA, is president of
Niehus Actuarial Services, Inc. She can be reached at

bn@niehusactuary.com.

Jay C. Ripps, FSA, MAAA, is a consulting actuary with

Milliman. He can be reached at jay.ripps@milliman.com.
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ately, risk management authori-

ties including regulators and rat-

ing agencies have been trying to
tell firms how they should think about
and manage risk. Actuaries who have
labored in risk management through
the boom period before the crisis—a
period when risk managers were large-
ly ignored—are very happy that those
authorities may finally be empowered
to force firms to get with the program.
But, such decrees are not necessarily
working and will not work in the long
run, because individuals and companies
have risk perspectives that cannot be
changed by fiat—any more than mandat-
ing a favorite color for everyone would
change anyone’s real favorite color.

Corporations and the people who run
them have their own views of risk and risk
management. These perspectives have
formed over time, in response to personal
and firm experiences, by current risk tak-
ing capacity, by the changing business
environment, and by being influenced by

FOUR DIFFERENT PERSPECTIVES

ON RISK

The four basic risk perspectives were first
discovered in the context of research that
was not originally seeking to study risk at-
titudes. But clear patterns emerged in the
data and have proved quite resilient over
time. Most people tend to identify with
one of the following perspectives:

¢ Maximizers. This perspective does
not consider risk to be very impor-
tant—profits are important. Busi-
nesses managed according to this
perspective will accept large risks, so
long as they are well compensated.
Managers who hold this perspective
believe that risk is mean reverting—
gains will always follow losses—and
the best companies will have larger
gains and smaller losses over time.

e Conservators. According to this per-
spective, increasing profit is not as
important as avoiding loss. Holders
of this view often feel that the world
is filled with many, many dangerous

CORPORATIONS AND THE PEOPLE WHO RUN
THEM HAVE THEIR OWN VIEWS OF RISK AND

RISK MANAGEMENT.

watching various strategies succeed or
fail. Studies show that risk perspectives
fall into four broad groups with almost
wholly incompatible views—and only one
of those four perspectives is totally com-
patible with the current paradigm of En-
terprise Risk Management (ERM). If pro-
ponents of ERM do not offer approaches
that make sense for each of the four risk
perspectives, ERM can and will fall out of
management favor as it had in many firms
during the recent boom.
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risks that they must be very careful
to avoid.

¢ Managers. Careful balancing of risks
and rewards is the heart of this per-
spective. Firms that hold this view
employ experts to help them find
risks offering the best rewards, while
at the same time managing these
risks to keep the firm safe. They be-
lieve that they can balance the con-
cerns of the first two groups, plotting
a very careful course between them.

e Pragmatists. This perspective is not
based on a specific theory of risk.
Pragmatists do not believe that the

to the

greatest extent possible, they avoid

future is predictable—so,

commitments and keep their options
open. They do not think that strate-
gic planning is especially valuable,
but rather seek freedom to react to
changing conditions.
Each of the different perspectives leads to
a strategy for dealing with risk. Firms led
by Maximizers seek out risk, believing that
no risk is inherently unacceptable—every
risk presents an opportunity, and the trick
is to negotiate appropriate compensation.
Conservator firms shun risk of all sorts.
Manager firms carefully manage and cali-
brate both the amount and type of risk.
Pragmatist firms seek diversification but
otherwise have no overarching strategy—
they operate tactically, reacting to each
new development.

RESISTANCE TO THE CURRENT ERM
PARADIGM IS INEVITABLE

The ERM paradigm currently touted as
the solution to all risk problems comes
straight out of the Manager playbook.
ERM helps firms with a Manager orienta-
tion to do a better job at what they were
trying to do anyway.

But, given the four fundamental risk per-
spectives (and various hybrids thereof),
it’s hardly surprising that adoption of ERM
has been less than universal and often less
than enthusiastic. No matter how reason-
able ERM sounds to its Manager-oriented
proponents, it does not align as well with
other risk perspectives. In many cases,
managers are only pretending that ERM is
their new management program.




Maximizer firms see ERM as an unneces-
sary restriction. Why should a limited
risk appetite be enforced, when any risk
can be accepted for the proper price?
That means turning away potential profit!
If a Maximizer firm bows to outside de-
mands for ERM—such as those imposed
by a rating agency or regulator—this may
be largely a charade, a sop to the unreal-
istic pessimists and worrywarts.

ERM NEEDS A BIGGER TENT

The truth is, risk management in one
form or another has been practiced since
the dawn of time—by adherents of all
of the four basic risk perspectives. And
it would be difficult to argue that add-
ing an enterprise-wide view to any risk
management strategy is not beneficial.
A broader and more flexible definition

it seeks to identify and mitigate the
firm’s most significant risks. Com-
monly practiced by nonfinancial
firms, Loss Controlling also applies
to financial risk; examples include the
careful underwriting of loans or insur-
ance policies, as well as the practice
of claims management. Risk manage-
ment of this sort is not new—but the
inclusion of an aggregate, firm-wide
view of risk is a relatively new devel-
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optimistic or too pessimistic. Adherents
of the Pragmatist perspective think that
ERM takes too constant a view of an ev-
er-changing world. In their minds, ERM
means letting a model run the company.
And a fixed set of rules and metrics ham-
pers their ability to react to changing cir-
cumstances.

In a world of multiple risk perspectives,
a Managerial-only approach to ERM is
as self-limiting as an auto manufacturer
that offers “any color you want, as long
as it’s black.”

of ERM would bring more managers and

more firms “into the tent,” enabling the
benefits of an enterprise-wide view of risk
to be realized more broadly.

Careful examination of risk management
practices in a large number of financial
and non-financial firms reveals that there
are four different strategies that fall under
the general heading of risk management:

¢ Loss Controlling. This is the most
traditional form of risk management;

Risk Steering. Under this strategy,
the ideas of Risk Trading are applied
at a macro level to the major strate-
gic decisions of the firm. Here, rath-
er than focusing on the proper price
of risk, the question becomes one
of how much risk the firm should
take—and how to steer the firm in
that ideal direction. By its very na-
ture, this is an enterprise-wide ap-
proach. Perhaps this is why some
seem to think that only Risk Steer-
ing ERM is “real” ERM. Risk Steering
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ERM is highly favored by academics
and consultants; Manager firms find
it appealing, but firms that hold any
of the other three strategies do not.
¢ Diversification. Spreading risk ex-
posures among a variety of different
classes of risks, and avoiding large risk
concentrations, is another traditional
form of risk management. Formal diver-
sification programs will have targets
for the spread of risk with maximums
and minimums for various classes of
risks. The newer ERM discipline adds
the idea of interdependencies across
classes, providing better quantifica-
tion of the benefits of risk spreading.
Pragmatists tend to favor diversifica-
tion because it maximizes their tactical
flexibility, but they avoid reliance on
any particular risk mitigation process
and often mistrust quantitative mea-
surement of diversification benefits.

We believe that limiting the field of ERM to
Risk Steering ERM alone would be a seri-
ous error. Such a restrictive definition of
ERM would alienate firms and practitio-
ners holding any of the other three risk

WE BELIEVE THAT LIMITING THE FIELD OF EN-
TERPRISE RISK MANAGEMENT TO RISK STEER-
ING ERM ALONE WOULD BE A SERIOUS ERROR.

perspectives. Moreover, such a limited
view is inherently incomplete, for reasons
that the Pragmatists know all too well.

Simply put, the world does not stand still.
CHANGING RISK ENVIRONMENTS

Why do different people prefer different
colors? That’s a difficult question, influ-
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enced no doubt by personality, individ-
ual differences in color perception, and
early experiences and associations. The
existence of the four different risk per-
spectives may be easier to explain—and
clearly a key factor is that, over time, the
risk environment changes.

A simplistic model of changes in the risk
environment might posit that either things
are “normal” or they are “broken.” But peo-
ple do not necessarily agree about what is
“normal.” An observer viewing the world
through the lens of Conservation might say
that extreme hazard and danger are the
“normal” state of affairs—while a Maximiz-
er, finding this view timid and overly pes-
simistic, might argue that profitability is
“normal” and hazardous conditions prevail
only when the market is “broken.”

Expanding the model to allow more than
two states allows for the possibility that
both the Conservation view and the Max-
imization view can make sense. Consider
a model with four risk regimes:

1. Boom Times. Risk is low and profits
are going up.

2. Recession. Risk is high and profits
are going down.
3. Uncertain. Risk is very unpredict-
able; profits might go up or down.
4. Moderate. Both risk and profit fall
within a predictable range.
(These ideas are explained more fully in
the article “The Many Stages of Risk,” De-
cember ‘09/January ‘10 The Actuary.)

Such a model seems to be a reasonable de-
scription of economic cycles—whether in
the banking world, the insurance sector or
the broader economy. As the cycle moves
through these four different states, external
conditions match the worldview of each of
the four different risk perspectives. Each
perspective has been correct part of the
time—and will be again, at some point in
the future. But none of the risk perspectives
is perfectly adapted to external conditions
all of the time.

Purists with the Manager point of view
may object that their view takes into
account the full range of the cycle. But
economic cycles are not sine curves; the
period and amplitude are irregular, unex-
pected “black swan” events do occur, and
there are always “unknown unknowns.”
Model risk can never be eliminated, and
restricting ERM to a Manager-only view
obscures this important fact.

A Risk Steering ERM program works espe-
cially well in the Moderate risk environ-
ment when risks are fairly predictable.
But in a Boom Times environment, firms
following such a program will unduly re-
strict their business—not as much as Con-
servator firms, but certainly more than
Maximizer firms—and more aggressive
competitors will be much more success-
ful. In the Recession environment, a Risk
Steering ERM program again advocates a
middle path; this may mean the firm sus-
tains too much damage to be positioned
to take full advantage of the market when
it turns. When times are Uncertain, a firm
following a Risk Steering ERM program will
be frustrated by frequent surprises and a
world that does not quite fit the model.
Competitors not tied to a particular view
of risk will fare better, making decisions in
the moment with maximum flexibility.




Table 1: Alignment of Attitude, Environment and Strategy

members of one disci-

RISK ATTITUDE Maximizer Conservator Pragmatist Manager

pline should not feel
Risk Environment Boom Recession Uncertain Moderate slighted when the ex-
Risk Management Risk Trading Loss Controlling | Diversification Risk Steering pertise of another dis-
Strategy cipline is called upon.

Why do corporations adhere to a particular
risk perspective? The firm may have been
formed during an environment aligned with
their perspective. Alternatively, the company
may have suffered traumatic damage during a
period of dissonance between an old perspec-
tive and the risk environment and then made
a shift, perhaps under the direction of new
leadership. The firm may have been wildly
successful at some point in the past, and now
clings stubbornly to the strategy that worked
for them then. Corporate culture tends to
be self-perpetuating: individuals are drawn
to employers with a perspective that makes
sense to them—and those in a position to
make hiring decisions typically prefer to hire
staff whose views mesh with their own.

In any given risk environment, companies
holding a risk perspective and following
an ERM program aligned with external
circumstances will fare best. (See table 1)

Yet in each risk regime, there are companies
following strategies that are not well aligned
with the environment. Some of these firms
muddle along with indifferent results and
survive until their preferred environment
comes back. Others sustain enough damage
that they do not survive; some change their
risk perspective and ERM program to take
advantage of the new environment. Mean-
while, new firms enter the market with risk
perspectives and ERM programs that are
aligned with the current environment.

Since many of the poorly aligned firms
shrink, die out or change perspective—

and since new firms tend to be well-
aligned with the current risk regime—the
market as a whole adjusts to greater align-
ment with the risk environment via a pro-
cess of “natural selection.”

RATIONAL ADAPTABILITY

In order to thrive under all future risk re-
gimes, a firm ideally would follow a strat-
egy of Rational Adaptability. This involves
three key steps:

1. Discernment of changes in risk regime,

2. Willingness to shift risk perspec-
tive, and

3. Ability to modify ERM program.

The difference between Rational Adapt-
ability and the process of “natural selec-
tion” described above is conscious rec-
ognition of the validity of differing risk
perspectives and proactive implementa-
tion of changes in strategy.

Individuals often find it difficult to change
their risk perspective. Therefore, a compa-
ny that wishes to adopt Rational Adaptabil-
ity must ensure that its key decision-makers
represent a diversity of risk perspectives.
Furthermore, the corporate culture and the
managers themselves must value each of
the risk perspectives for its contributions
to the firm’s continued success.

An insurance company is best served by
drawing on the respective expertise of un-
derwriters, actuaries, accountants, con-

tract attorneys and claims experts—and

Similarly, any firm that

wishes to optimize its
success under each of the various risk re-
gimes should have Maximizers, Conserva-
tors, Managers and Pragmatists among its
senior management; and those who hold
any one of these risk perspectives should
acknowledge that there are times when an-
other perspective should take the lead. The
CEO must exercise judgment and restraint,
shifting among strategies as needed and
shifting responsibilities among the manage-
ment team as required.

Rational Adaptability recognizes that during
Boom Times, risk really does present signifi-
cant opportunities—and it is appropriate to
empower the Profit Maximizers, focusing
ERM efforts on Risk Trading to ensure that
risks are correctly priced using a consistent
firm-wide metric. When the environment
is Moderate, the firm employing Rational
Adaptability will give additional authority
to its Risk Reward Managers, examining the
results of their modeling and using these
to reevaluate long-term strategies. And in
times of Recession, a firm following Rational
Adaptability shifts its focus to Conserva-
tion: tightening underwriting standards and
placing special emphasis on firm-wide risk
identification and risk control. Resisting the
pull of his or her own personal risk perspec-
tive, the CEO must be willing to listen—and
act—when others in the firm warn that the
company’s risk management strategy is get-
ting a little too monochromatic.

HARMONY

Although Rational Adaptability may well
be an ideal solution, it requires the ac-
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complishment of all three very difficult
tasks at the same time. Achievement of
any of those tasks is not easy or common.

An alternative is to seek to find Harmony
from the discordant voices within the firm
that represent the four risk attitudes. And
all four voices will exist within most firms.
To achieve harmony, the risk committees
must provide seats not just for the man-
agers in the firm who believe fervently
in the risk models and the Risk Steer-
ing programs that are based upon those
models, but also for those who distrust

Every harmonious firm will admit that they
cannot achieve the equivalent of perfect
market timing with their risk approach and
will therefore create its own unique compro-
mises among the four views. Different firms
will choose different times and ways to hon-
or the inherent caution of the Conservators,
to heed the Pragmatists’ call for diversifica-
tion, to follow the models of the Risk Reward
Managers, or to give the Profit Maximizers
greater scope to grow. The resulting strategy
will never seem perfectly “right” to any of the
four groups. But as the environment shifts
among Moderate, Boom, Recession and Un-

... FIRMS THAT ARE BEST ABLE TO ADAPT TO
THE MARKET'S CHANGING DEMANDS WILL
ENJOY THE GREATEST SUCCESS.

such models. Most risk committees are
populated by Managers and Maximizers.
An unsteady coalition between those two
perspectives forms the core of most busi-
nesses, and experienced businesspeople
can often tell stories of classic battles be-
tween the two points of view.

Conservators and Pragmatists are usually
present as well, but their views are not al-
ways welcomed in discussions about ma-
jor corporate decisions. They may have
learned to keep their ideas to themselves.
However, they should also be represented
in the risk management process because
their views of risk will sometimes be more
appropriate to the risk environment than
the views of the Maximizers and Managers.
The trick to creating Harmony from these
various points of view is to get all members
of the risk committee to acknowledge that
each of the four perspectives offers value
to the organization and to encourage each
of the four to speak out.
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certain regimes, the harmonious firm will
be able to show reasonable success in each
environment and avoid unreasonable failure.

CONCLUSION

In the open market for goods and services,
the firms that are best able to adapt to the
market’s changing demands will enjoy the
greatest success. No firm can be all things to
all customers, all of the time; but a firm that
too severely limits its offering, focusing on
too narrow a market segment, may wind up
making itself irrelevant. Philosophies of risk
management face much the same situation.

Arecent study by Kay, Goldspink and Dyson
sought to explore attitudes toward ERM by
assessing the predominant risk perspective
exhibited by various professional groups.
Their results show that “[k]ey aspects of
the Hyper-Rational approach favoured by
the actuaries were often seen as irrelevant
to, or explicitly rejected by, the Operational
and Strategic sub-groups.” While resistance

to ERM is sometimes blamed on poor com-
munication, this study suggests that “any
communication issues are symptomatic
of the broader paradigm issues described
above, not the cause ... the issue is that
stakeholders don’t believe the validity of
the message.”

In order to gain traction across the full
spectrum of human risk perspectives, the
discipline of ERM must include approach-
es that fit the Profit Maximizing, Conser-
vation and Pragmatic risk perspectives as
well as the Risk Reward perspective. And,
in order to remain relevant and help firms
flourish in all risk environments, ERM
must embrace a harmonious approach,
drawing from the entire palette of strate-

gies to suit the changing environment.
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Interview

IT’S EASY BEING

BY JACQUE KIRKWOOD

The wilderness was what Nick Blitterswyk,
FSA, CERA, MAAA, was comfortable with while
he was growing up. His parents were caretak-
ers of a park in a remote area of Vancouver
Island. He learned to respect the earth and its
natural resources early on. He always knew he
would be involved in conservation career wise,
particularly urban renewable space. His “eure-
ka moment,” as he calls it came after months
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of diligent research when the perfect niche was
discovered. With the help and support of two
co-founders, his dream comparty, Urban Green
Energy (UGE), became a reality.

Q: What is UGE and what does the
company do?

A: At UGE we are tackling the question of
how best to make use of wind on a small
scale.We are now the world’s leading manu-
facturer of vertical axis wind turbines, hav-
ing sold our products in nearly 30 countries.
We are headquartered in New York City and
have offices in London and Beijing, along
with a worldwide distribution network of
150 companies.



oy

Q: What is your role at the company?
What is your main focus?

A: I serve as the CEO of UGE. Currently [ am
most focused on business and product de-
velopment, while managing the company’s
fast growth. Worldwide we have 95 employ-
ees on three continents, and we are devel-
oping new products. There are always new
challenges to face!

oy

Q: What types of challenges?

A: Many of these challenges are a result
of running a fast growing, international
company. We're expanding at a pretty fast
pace;the need to have systems that track all
aspects of the company becomes increas-
ingly important as it is no longer possible
to remember every aspect of every order
in one’s head. Likewise, as the number of
employees continues to grow—>both in the
United States and abroad—it becomes very
important to strengthen bonds between of-
fices to ensure that we still act as one.

For the most part,these are the best types of
challenges to encounter. [ liken these chal-
lenges less to putting out fires and more like
herding sheep—there are always different
aspects of the company that momentarily
fall behind the others, but by identifying
and correcting them early on, it is possible
to keep each issue to a manageable size
and resolve it in an efficient time frame.

oy

Q: How did UGE get off the ground?

A: | grew up in western Canada where my
parents were the caretakers of a provincial
park in a remote area of Vancouver Island.
Wilderness was all | knew until much later
in life when I moved to Victoria, then Calgary;

Departments

But small wind really seemed to represent
the biggest opportunity to me.There was so
much room for innovation, and the market
had just barely been tapped. By research-
ing the market, we determined that it was

eddy is nearly silent and looks more like a
sculpture than your typical wind turbine.

and then on to New York. Though I enjoyed
working as an actuary, I felt drawn toward
helping the environment in some way:

In 2007 I had the idea to start UGE based
on the evident need for new solutions
to our energy problems. Having always
been an environmentalist at heart, [ was
looking for a way to transition the skills
I had developed as an actuary into the
clean energy sector. After extensive re-
search, I discovered the young field of
vertical axis wind turbines and spotted
a great opportunity. Within a matter of
months, my two co-founders and I had
started UGE.

Q: What sparked the idea for the
company?

A: [ think that most of us now realize the
need to switch to cleaner sources of fuel
and those conversations generally sur
round wind and solar, with geothermal
and bio-fuels also being mentioned. Wind
and solar—small solar applications, such
as fitting a home with solar panels for its
roof and large wind applications, such as
wind farms—have both become main-
stream. Large solar is becoming more
common with several big developments
currently underway.

a great opportunity for a company. And it
was certainly a plus working in a field we
were really passionate about.

Q: What is your most popular product?

A: Recently we launched our newest ver
tical axis wind turbine, “eddy” Though just
launched in May 2010, it already counts
among its customers Madonna’s Raising
Malawi Foundation, the Prime Minister of
Cambodia and Virginia Tech University.

eddy is primarily built for residential use.
A homeowner using an eddy wind tur
bine will offset 15-20 percent of his or her
home’s energy consumption with the wind
turbine, more if maximizing use of energy
efficient lighting and appliances. eddy also
comes with a Solar Ready controller, mean-
ing eddy can tie right into an existing solar
system or solar panels can be added to an
eddy system at a later date.

eddy is nearly silent and looks more
like a sculpture than your typical wind
turbine. We have purposely made it very
easy to install to the point where it can
be assembled in about 30 minutes. It
can also be installed on either a tower
or on a home’s roof, making it even
more versatile.

AUGUST/SEPTEMBER 2010

THE ACTUARY | 35



The great thing about vertical axis wind
turbines is that they can simultaneously
take wind from any direction. On a small
scale, most wind turbines are installed
much closer to the ground than in a util-
ity-scale wind farm because of local regu-
lations and the high cost of tall towers.
Closer to the ground winds change direc-
tions more frequently and are less laminar.

ties and rewards, making each week that
much more exciting than the last.

Q: Has your background as an actuary

positively impacted your career?

A: To be an actuary, one needs to be ex-

In general, | try my best to make some type
of positive impact on the world with regard
to conserving our natural resources ...

In other words, they are lower quality. To
make a small wind practical, the wind tur
bine needs to be able to best harvest these
winds, and that is just what we have been
able to achieve with eddy and our full line
of vertical axis wind turbines.

Q: What has been your biggest chal-
lenge on the job?

A: Although new challenges are faced
every day, the biggest challenge was
leaving the security of a well-paying
job as an actuary to become an entre-
preneur. Fortunately the road so far has
been smoother than it otherwise could
have been, thanks to the support of
friends and family who believed in the
concept of UGE and continue to sup-
port its mission.

The biggest challenge leads into the most
memorable achievement, which has been
the continued joy of building up UGE from
an idea in the summer of 2007 to an in-
ternational renewable energy leader.Every
challenge we meet brings new opportuni-
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tremely diligent, which has certainly paid
off in starting a company. Starting a compa-
ny takes hours and hours of hard work,and
the resolve to stick with it when you hit a
bump in the road. Sounds like studying for
exams, right? On the road to becoming an
FSA (2008),1 chose the finance track which
has also benefited me a lot in starting up,
and running,a new business.

As an actuary, I primarily worked as a con-
sultant (Towers Perrin and then JPMor-
gan).Both companies helped me develop
and hone my ability to multitask, while at
the same time they stressed hard work and
professionalism. | feel strongly that what 1
learned from time spent at both compa-
nies shines through in the types of prod-
ucts and services we provide here at UGE.

Q: What should an actuary keep in mind
if he or she wants to start a business?

A: The first thing that everyone should
know is that it will never be easy. There
is a reason that most new companies fail!
The ones that succeed are rarely profit-

able for several years. Be prepared to face
many obstacles that will make you question
whether you have made the right decision. In
the end, it is persistence that is the most valu-
able asset you can have.

Second, I would never suggest starting a com-
pany just for the sake of doing so.Before starting
UGE I actually decided that | wanted to work in
the urban renewable space, and set out to find
a position in a suitable wind energy company. It
was during these months of research that [ had
my “eureka!”moment.No such company existed.
So we set off to start UGE.

And third, there is no greater reward than to
see the company you started growing into a
mature organization. It makes all the challeng-
es worthwhile.

Q: You're green at work. Are you green at
home?

A: Absolutely. As an environmentalist,] am a de-
voted recycler. Although I am not a vegetarian
yet, | know that should be next on my list. Per-
haps [ will first become a weekday vegetarian
like Tree Hugger’s Graham Hill! In general, | try
my best to make some type of positive impact
on the world with regard to conserving our natu-
ral resources, while still enjoying myself. &

Nick Blitterswyk, FSA, CERA, MAAA, is CEO of Urban Green
Energy and can be reached at nick. blitterswyk@urbangreenenergy.

com.

Jacque Kirkwood is a senior communications associate at the

Society of Actuaries. She can be reached at jkirkwood@soa.org.
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A. HAEWORTH ROBERTSON
FROM FACT TO FICTION

BY STEVE SIEGEL

How do you celebrate your fellowship an-
niversary? A. Haeworth Robertson, FSA,
MAAA, celebrated his 50th fellowship an-
niversary last year by writing The Silver
Pendant, a novella about an actuary who
solves a murder mystery. It was his first at-
tempt at fiction, after years of writing about
the need for reform of Social Security and
Medicare. The Actuary recently caught up

with Haeworth to learn more about this
inspirational anniversary endeavor.

Q: You've recently completed a mur-
der mystery related to the life set-
tlement industry. What motivated
you to branch out from your previ-
ous writing on Social Security into
fiction?

A: The simple answer—without trying to
overanalyze it—is that it’s just something
['ve wanted to do for a long time.

By way of background:
As an actuary, I've spent my entire profes-

sional life writing and explaining things—
initially, and for many years, in actuarial

AUGUST/SEPTEMBER 2010

THE ACTUARY | 37



38 | THE AcTUARY

reports on pension plans.Then I switched
to social insurance.

My first full-length book was in 1981 when
[ wrote The Coming Revolution in Social
Security. This was followed by two more

social insurance books, in 1992 and 1997.

I wrote these because | was highly moti-
vated to explain something that [ believed
the public should know.

All this writing was done for specific pur
poses,but [ began to realize that [ just liked

to write and to explain. A friend once de-
signed and had printed a business card
for me that identified me as “Chairman—
Department of Consulting & Explaining”

In 2002, had some health problems from
which [ wasn’t sure I'd recover. This result-
ed in living a life of less action and more
introspection; and writing an autobiogra-
phy of 145,000 words.

But life didn’t end and I still had time to do
a few more things I'd always wanted to do—
even frivolous things like write a novel.

Q: How did you come up with the idea
for the book—particularly with an
actuary as the hero?

A: Several years ago, | read a newspaper
article about “viatical settlements. some-
thing I'd never heard of. Immediately; I rec-
ognized the moral hazard of a situation
where a person was “worth more dead
than alive’—at least to the new owner/
beneficiary of a life insurance policy. So
I conceived the idea of a murder mystery
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that would be natural for an actuary to
solve. An actuary as hero is an uncom-
mon, but attractive, theme.

One night about 10 months ago—I don't
remember what the impetus was—I start-
ed writing, not having outlined the entire
plot and not knowing where the story
would go or how it would end.

Initially, [ had no social purpose in mind as
[ had in previous writings. However, as the
book developed, I felt it served as a serious

warning about viatical/life settlements and
“strangeroriginated” life insurance, if they
were not regulated and monitored properly.

Q: How did you go about the writing
process for the book? Did you take
any classes on fiction writing or par-
ticipate in a writing workshop?

A: Thirty years ago when [ was writing
non-fiction, 1 attended several two-day
conferences for writers. Most participants
were writing romance novels, yet | enjoyed
being in their company. It was an interest-
ing—and refreshing—change from actu-
arial conferences where people were dis-
cussing the latest IRS rules and regulations.

More recently, I've participated in several
workshops for memoir writing and cre-
ative writing. In these workshops, | may have
learned something about writing, but it was
not consequential. The most important thing
was the inspiration derived from associating
with a small group of aspiring writers. When
a fellow participant in these workshops wrote
about and shared some personal experi-

ences, it somehow made it seem OK to write
about my own experiences.These workshops
almost functioned like a therapy group. I be-
lieve that writing, itself,is a form of therapy.

[ write on a computer, a big shift from my
social insurance books that were written
longhand. I don’t have a routine, like writ-
ing five hours or 2,000 words a day. I write
when [ feel like it, regardless of the time
of day or where [ am. But when I'm in the
middle of a project I usually feel like it.

Q: Do you have any favorite writers
who might have influenced you? If so,
what lessons did you learn from them?

A: No,not really. And [ don'’t consciously try
to copy anyone’s style. Some 40 years ago, [
remember admiring the clear writing style
of Robert L. Heilbroner in his book, The
Worldly Philosophers: The lives, times and
ideas of the great economic thinkers.

When [ was writing The Coming Revolution in
Social Security 30 years ago,l remember iden-
tifying with the main character in The Moon
and Sixpence by W. Somerset Maugham.This
is a book—inspired by the life of artist Paul
Gauguin—about a man possessed by the
need to create, regardless of the cost to him-
self and others.In short, he is obsessed.

Writing is not a casual endeavor. In my opin-
ion, one has to have at least some degree of
obsession with a topic to be an effective writer.

Q: It's really inspiring that you under-
took such a writing effort. What ad-
vice do you have for other actuaries
who might be similarly inclined to try
their hand at fiction?

A: As the Nike ad says: Just do it! Join
a beginning writers’ workshop. Attend a



writers’ conference for inspiration. Read
a book about writing. If nothing else,
write about your experiences last week-
end, even if no one else reads it—and
even if nothing exciting happened to
you. Start writing your memoirs.

Some actuaries may not believe they can
be competent authors. But the same skills
used to explain complicated technical
matters can be used to explain almost any-
thing.I would encourage everyone to write
about their experiences and reflections on
life. It will frequently yield unforeseen, sur-
prising and beneficial consequences.

One of my own unexpected dividends
from writing The Silver Pendant has been
renewed contact with lots of old friends.
Many have shared their personal stories
related to incidents in the book.

Q: How did you find a publisher?

A: It’s practically impossible for a first-
time novelist to find an agent or a pub-
lisher, and I didn’t even try. The book
was self-published, using the services of
a book printer in Winnipeg, Canada. Lots
of effort went into working with the book
printer to design the book and its cover,
to establish a website to market the book,
etc. My older daughter, Valerie, herself an
editor and publisher, helped me with this.
I'd be glad to share those experiences
with budding authors.

Q: Are you working on any other books?

A: If this book is reasonably well received I
will write more about the actuary/hero in The
Silver Pendant. | have lots of ideas for his ad-
ventures as he becomes an “investigative actu-

ary’ There are plenty of wrongs to right.In fact,
[ may write a sequel even if it's not published
and not read by anyone except my family:

At age 80,1 may no longer be able to down-
hill ski in the Swiss Alps or hike down into
the Grand Canyon,but I can still imagine and
write—and enjoy vicarious experiences.

More details about the book and how to
obtain a copy can be found at http://
silverpendantmystery.com.

A. Haeworth Robertson, FSA, MAAA, can be contacted

at haeworth@aol.com.

Steve Siegel, ASA, MAAA, is a research actuary at the

Society of Actuaries. He can be contacted at ssiege/@soa.org.

THE ACTUARIAL

FOUNDATION®

Many of your colleagues have already joined the
QUENCH THE THIRST campaign for financial literacy.
Now we need your help, too.

Hundreds of teachers have requested and are waiting for
these valuable resources. Your gift of $250 provides one
high school classroom with the Building Your Future curriculum.

“The Building Your Future lesson plans are j
students grasp how important financial liter:

View the schools in need and donate today at
www.actuarialfoundation.org/donate/quench.shtml

Help QUENCH THE THIRST for knowledge today!

Financial illiteracy hurts

That's why the Foundation developed Building Your Future,

an engaging and relevant high school financial literacy curriculum
resource. Now, more than ever, today’s teachers thirst for resources
to teach their students how to manage money wisely for a secure fi
future. The Building Your Future series is designed to quench that t

475 N. Martingale Road, Suite 600 e Schaumburg, IL 60173-2226
phone: 847.706.3535 ¢ web: www.actuarialfoundation.org
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EMPLOYER SURVEYS have consistently
supported a belief that actuaries are deficient
in communication and other non-technical
business skills. This perception continues. The
most recent survey was conducted in 2009
and gave high marks to actuaries for quantita-
tive skills, attention to detail and trustworthi-
ness. However, survey data also indicated
that actuaries continue to fall shott in effective
communication, strategic thinking, interper-
sonal skills, managerial skills, adaptability and
flexibility. In response to these consistent find-
ings, the SOA added the Decision Making and
Communication Module (DMAC) in 2007.

The DMAC module provides a foundation
for making decisions related to complex
business problems that require the involve-
ment of all stakeholders and decision mak-
ers. Emphasis is on the fact that the decision
making in which actuaries are involved
often goes beyond actuarial decisions. The
module also provides instruction on effec-
tive communication—listening, oral and
written—and an overview of the SOA’s
entire competency framework, as well as
insights regarding working with others.

Why write about it now?

An extensive revision to the DMAC
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Education

DMAC MODULE?

module is underway. As curriculum gen-
eral officer for DMAC, [ thought this would
be a great opportunity to let SOA mem-
bers know what new actuaries are learn-
ing. I also thought it might encourage
members to consider taking the module
themselves.

What's changed?

There were two major issues that moti-
vated a revision of DMAC:

e A concern that there was too much
emphasis on formal report writing, and
not enough on decision making, and

e The desire to better prepare candi-
dates for the required final project.

To give you a sense of the purpose and
learning outcomes of DMAC, the following is
taken directly from the revised module.

The purpose of the Decision Making and
Communication module is to help prepare
you to:

e Participate in and influence the deci-
sion-making process in your work
environment.

e Anticipate the kinds of questions that

go into making business decisions.

e Partner with management and others
to identify a range of viable options
related to the decision to be made.

e  Work effectively with others.

¢ Continue to enhance your communi-
cation skills.

After you complete this module, you will be
able to:
e Describe the Integrated Decision-
Making Process.
¢ Identify the competencies that support
the steps of the decision-making pro-
cess.
¢ Complete the steps in each stage of the
Integrated Decision-Making Process.
e Evaluate the effectiveness of a deci-
sion-making process when applied to
a business problem involving a variety
of stakeholders.
¢ Demonstrate effective business com-
munication techniques.
e Describe working preferences and
how to relate to others based on pref-
erences.

Both the decision-making and communication
aspects are enhanced in the revised module.



DECISION MAKING

In the previous version, candidates learned
about decision making, but were not given
an organized method for making decisions.
For the revision, an Integrated Decision-
Making Framework was created. It is sup-
ported by the book How Great Decisions Get
Made: 10 Easy Steps for Reaching Agreement
on Even the Toughest Issues by Don Maruska.

The Integrated Decision-Making Framework
includes four major stages:

1. Build Team

The Build Team stage begins by requir-
ing that all stakeholders be brought
into the decision-making process. The
stakeholders work together to identify
the true problem to be addressed by
determining their hopes for the deci-
sion process. The team then identifies
the options available to address the
underlying problem.

2. Investigate Options

The Investigate Options stage is the
point where most actuaries would
consider the real work to begin. The
options identified in the Build Team
stage are assessed through data gath-
ering and analysis. Finally, the team
selects the appropriate criteria to
judge the various options.

3. Make Decision
The Make Decision stage is where
the criteria are applied and the best
option selected. This sounds sim-
ple, but work is needed to establish
the “best alternative” to the chosen
option. All stakeholders must be
allowed to participate in the deci-
sion making in a trusting environ-

ment. A necessary final step of the
Make Decision stage is to confirm
the decision. The team’s commit-
ment to implementing the option
selected is critical.

. Implement Decision

The Implement Decision stage begins
by establishing a team to properly
monitor the success of the option
selected. Results of monitoring may
indicate a redirection, perhaps to the
previously identified best alternative.
Or, important criteria that were not
previously considered may become
evident, which will return the team to
the Investigate Options stage. If, while
implementing the decision, a new
problem emerges, it will be necessary
to go back to the Build Team stage to
address the new issue.

Departments

COMMUNICATION

Candidates learn that
communication includes
listening, writing and

speaking as well as non-

Warren Luckner

verbal expressions. The
revised DMAC module reviews a variety of
specific forms of communication such as
discussion, e-mail, memos, formal reports
and presentations. Candidates learn the
aspects of communication that are impor-
tant for the DMAC project and the Fellowship
Admissions Course (FAC) presentation.

The revised module addresses communica-
tion in three ways:

1. A comprehensive book on
communication
The book Messages: The Communication
Skills Book by Martha Davis, Patrick




Decision-Making Framework. the FAC. During the FAC a presentation

Did You

OF e-LEARN- based on their DMAC project must be given
ING MODULES IS “DID YOU KNOW?"
DO YOU KNOW THE FOLLOWING

ABOUT DMAC?

Different communication meth-
ods are desirable at the various by all candidates.
stages and those are introduced

and explained as needed. INTEGRATED E-LEARNING ACTIVITIES
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The DMAC module was created as part of
the 2005 Exam Re-design and first offered in
2007. It was a response to employer feed-
back that actuaries were not receiving suffi-
cient training in business skills, particularly
communication and decision making.

The DMAC module is one of the last com-
ponents of fellowship study and candidates
usually complete it just prior to attending
the FAC.

Candidates are expected to spend approxi-
mately 50-60 hours completing all of the ac-
tivities included in the DMAC module.

The DMAC module is also offered as profes-
sional development and can be taken by any-
one, including FSAs, CERAs and nonmembers
and may qualify for CPD credit. (FSA candidates
should note that there are restrictions on when
the module can be taken for fellowship credit.

It can be found at www.soa.org/pd-ecourses.)

Fanning and Matthew McKay was select-
ed. An attractive feature of this book is
that the readings and exercises provide
a straightforward structure for candidates
to practice their communication skills.
Learning-by-doing applies to decision
making and communication just as much
as it does to actuarial science methods
and techniques.

2. Incorporation within decision making
Rather than having separate module sec-
tions on communication and decision
making, the revised module embeds

through-

communication elements

out the presentation of the Integrated
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3.  Working preferences

The revised module introduc-
es actuaries to working prefer-
ences or styles such as the
Myers-Briggs Type Indicator.
Understanding yourself and
others is obviously very help-
ful when participating in a
decision-making process.

PROJECT TIPS
To better assist candidates with
project expectations, project tips
have been added throughout the
module sections to provide guid-
ance on how to approach the proj-
ect systematically. An example is
given that provides insights into how
the project might be constructed.
In addition, a case study has been
woven throughout the module to
both enhance the decision-making
content and to assist candidates with project
expectations.

What hasn’t changed?

Many components of the DMAC module
will remain constant.

DMAC PROJECT

The project continues to be a formal assess-
ment that involves effective communica-
tion of a decision-making process within
the context of the candidate’s experience.
It is formally graded by member volunteers
and a grade of “meets minimum require-
ments” is required prior to attendance at

One important component of the DMAC
module is the “Ask An Actuary” question-
and-answer series, in which actuaries share
their experiences related to the various top-
ics in the module. In addition, the case
studies and other activities, presented in
actuarial contexts, provide opportunities to
apply the ideas and concepts presented.

CLOSING

The revisions to the DMAC module enhance
learning opportunities for candidates and
address employer concerns in the areas of com-
munication and strategic thinking. Through
the addition of the Integrated Decision-Making
Process and thoroughly incorporated com-
munication elements, candidates are provided
with an organized method for making deci-
sions and effective tools for communicating
throughout the process.

Warren Luckner, FSA, MAAA, is chair and director
of David P Hayes Memorial, Actuarial Science Program,
University of Nebraska-Lincoln. He can be contacted at

wluckner2@unl.edu.

More information
The detailed description of the DMAC module can be
accessed at: http://www.soa.org/education/exam-req/

edu-module-dmac-detail.aspx.

Frequently asked questions and responses can be accessed

at: http://www.soa.org/files/pdf/edu-dmac-faq.pdf.

DMAC module as professional development: http.://www.
soa.org/professional-development/e-learning/e-courses/

default.aspx.



Volunteers Are Like ...

without any repercussions—skills that can
be brought back to the workplace.

WHO ARE SOA VOLUNTEERS AND
HOW ARE THEY RECRUITED?

A recent informal review of SOA volun-
teers provided some interesting details.
Volunteers range in age from their 20s
through their 80s. They consist of members
who are both employed by large companies
and who are entrepreneurs. And interest-
ingly enough, they are usually very busy,
not only with volunteering for the SOA, but
volunteering elsewhere as well. In other
words, all kinds of people, with varying
backgrounds and levels of experience and
expertise, volunteer at the SOA.

Personal contacts play an important role in
recruiting volunteers at the SOA. A major-
ity of volunteers are recruited by some-
one they know who already volunteers.
However, the SOA continues to reach out
to the membership directly and, as part
of the Leadership Development Program,
has developed an online Volunteer Interest
Form for those interested in volunteering at
the SOA. This form can be found at www.

soa.org/volunteer. In late 2010, we will be

PRODUCT

| FROM PAGE 15

launching a new area on the SOA website
dedicated to volunteer information.

WHAT ARE THE DIFFERENT
VOLUNTEER OPPORTUNITIES, ENTRY
POINTS AND PATHS TO LEADERSHIP?
The volunteer opportunities at the Society of
Actuaries represent a wide spectrum of cat-
egories including committees, teams, task
forces, project oversight groups and indi-
vidual contributions. These can be found
throughout the organization in Education,
Research, Publications, Professional Interest
Sections, Strategy and Governance.

Many of the volunteer positions at the
SOA include participation in one of the
which
Research, Strategy

Board-appointed committees,
include Education,
and Leadership. The Education group,
for example, offers a multi-level struc-
ture in Curriculum, Exam and e-Learning
Development. This structure offers both
entry-level positions as well as leader-
ship pathways for volunteers who want to
advance within their volunteer career or
seek an elected position on the SOA Board
of Directors. There are even opportunities
for new FSAs to begin as exam item writers

and exam graders as soon as they receive
their FSA!

While participation on Board-appointed com-
mittees requires the knowledge and expetrtise
of an FSA, there are many volunteer oppor-
tunities for ASAs as well, particularly in the
Professional Interest Sections. Besides the
networking opportunities found here, many
subcommittees, research team members,
article writers and presenters at seminars and
meetings are drawn from our section mem-
bers. In addition, serving on Section Councils
offers another leadership pathway within the
volunteer structure of the SOA.

It is the contributions of our many talent-
ed volunteers that enable the Society of
Actuaries to provide an extensive variety of
information and services to its members.
The SOA would like to take this opportunity
to thank all of our volunteers for their hard
work and dedication—it is these volunteers
who keep the coffee pot full and keep the
SOA running!

Sheree Baker is the director of Governance at the Society

of Actuaries. She can be contacted at sbaker@soa.org.

SEMINAR

SEPTEMBER 13-14, 2010, WASHINGTON,

This unique seminar investigates all aspects of life insurance, annuity and long-term

care product tax compliance. This is

to be brought up-to-date on

the recent changes in the qualification requirements and a host of product tax issues

beyond compliance with

Learn more at
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The SOA At Work

PROFESSIONAL GROWTH

THERE HAS BEEN A LOT OF EMPHASIS on communication
at the SOA this year. President Mike McLaughlin has made en-
hanced communication between the SOA and its members one
of his main objectives.This month’s SOA at Work column not only
highlights some of the ways the SOA is communicating with its
members, but also how we’re communicating with the media to
promote actuaries and the profession. We are also committed to
assisting you with communicating with other actuaries through
the SOA LinkedIn group.

On page 45 there is a list of recent successes in getting actuaries
top-tier media coverage. The SOA considers this such an impor-
tant initiative, three Viewpoints & Visibility Teams were created.
The three teams consist of experts in the fields of ERM, health
care and retirement.The teams were created for the sole purpose
of making sure actuaries are seen as the leaders they truly are.

Equally as important are the efforts the SOA is making to com-
municate with its members. Evidence of these efforts can be no-
ticed in the new SOA homepage.It’s been updated and upgraded
to be more userfriendly, allowing you to find what you’re look-
ing for more easily. Be sure to check it out at SOA.org.You will
also find efforts of increased communication through the SOAs
LinkedIn group, the SOA blog, SOA President Mike McLaughlin
on Twitter, our first-ever Interactive Leader Seminar webcast,and
our Meet the President sessions at SOA meetings. We'’re working
now to create our new Member Advisory Panel to give us yet
another way to connect with you. All of this is evidence of our
commitment to strengthened communications.
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Finally, we want to remind you that CPD attestation begins this
November. Not only is this an important step in maintaining and
strengthening your actuarial and business skills, it is also a perfect
opportunity to communicate to your employer how you are increas-
ing your value.

— SOA Executive Director Greg Heidrich

SOA IS LINKEDIN

The SOA is proud to announce
the addition of an SOA LinkedIn
group. LinkedIn is a business-ori-
ented professional networking
tool to help exchange informa-
tion, build contacts and share

information in a private forum.

The SOA LinkedIn group is de-
signed to help members net-
work with each other as well as

CPD ATTESTATION

Keep your eye on your e-mail
in-box! In just a few short
months you'll be receiving an
e-mail that contains a link that
will allow you to begin attest-
ing your CPD. The SOAs CPD

across practice areas. It’s easy to
join and it’s free! You must have a
LinkedIn profile.To create a pro-
file, visit LinkedIn.com.Once you
have created a profile, search
groups for Society of Actuaries
and submit your request to join.
So get LinkedIn today and join

the discussion!

Requirement took effect on
Jan. 1,2009 and attestation will
begin this November. If you
have any questions, please visit

wwuw.soa.org/cpd-fag. ™



JOIN THE CONVERSATION ON THE SOA BLOG

Have you visited the SOA blog? If not,
you're missing conversations about such
topics as new retirement system designs,
the Nominating Committee’s work, the

SOAs first Interactive Leader Seminar
webcast and health reform opportunities.
Get in on the conversations today. Visit the

blog at Attp://blog.soa.org.

THE ACTUARIAL PROFESSION IN THE NEWS

The SOA is focused on raising awareness of actuaries in the media.

Recent efforts have been successful. Here are just a few examples:

Most Health Plans Don’t Have
Mental Parity: Expert

SOA staff fellow Sara Teppema quot-
ed in the National Underwriter. Visit
wwuw.lifeandhealthinsurance.com

A New Plan for Valuing Pensions
Members Jeremy Gold and Rick
Roeder quoted in The New York Times.Vis-
it http://www.nytimes.com/2010/06/25/
business/25accounting. html

Stress Tests Seen as "Too Narrow”
The Wall Street Journal blog includes
member Sim Segal. Visit http://blogs.
wsj.com/brussels/2010/06/18/stress-tests-
seen-as-too-narrow/

Trading Down: Can It Still Bankroll
Your Retirement?

The Wall Street Journal noted an SOA
study on retirement planning. Visit
http://online.wsj.com. Search word:
retirement planning

The Hard Times Guide to Retirement
The Huffington Post notes the SOAs
study on retirement planning calcu-
lators. Visit wwuw.huffingtonpost.com.
Search word: Manisha Thakor

Worried About Retirement? Not
so Much ...

Anna Rappaport spoke with FOXBusi-
ness.com about retirement issues. Visit
http://www.foxbusiness.com/personal-
finance/2010/06/01/worried-retirement/

Experts Weigh in on Older
Americans and Work

Member Steve Vernon is quoted about
engagement with life during one’s
golden years.Visit www.secondact.com.
Search word: older Americans and work

View all of these articles by going to
http://www.soa.org/newsroom and
clicking on the Profession In The
News link. &

PROFESSIONAL
DEVELOPMENT
OPPORTUNITIES

INTERNATIONAL FINANCIAL REPORTING
FOR INSURERS: IFRS AND U.S. GAAP
August 30-September 1

Hong Kong

PRODUCT TAX SEMINAR
September 13-14
Washington, DC

VALUATION ACTUARY SYMPOSIUM
September 20-21
Chicago, IL

DI & LTC INSURERS’ FORUM
September 22-24
Orlando, FL

SOA 2010 ANNUAL MEETING & EXHIBIT
October 17-20
New York, NY

BRIDGING THE GAP: A PRIMER TO THE
EQUITY-BASED INSURANCE GUARANTEES
CONFERENCE

October 31

New York, NY

EQUITY-BASED INSURANCE GUARANTEES
CONFERENCE

November 1-2

New York, NY

View all Professional Development
opportunities by visiting www.soa.org

and clicking on Event Calendar.
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SOA 2010 Elections!
Let your voice be heard!

The SOA 2010 election is just around the corner! Let SOA.org/elections be your resource
for all information pertaining to the 2010 elections. Online voting for the election will be open
24 hours a day from August 9 until the polls close on September 3 at 5:00 p.m. Central time.

Any elections questions can be sent to elections@soa.org.

At SOA.org/elections you can:

Get to Know the President-Elect and Board of Directors Candidates

e Read candidate biographies

e Watch President-Elect candidates’ video-recorded campaign speeches and a roundtable discussion moderated
by Immediate Past President Cecil D. Bykerk.

e Review the candidates’ individual answers to a strategic question.

See a Separate Ballot for Section Council Positions*

e Read Section Council candidates’ biographies

¢ Review Section Council candidates’ response to a leadership question

Let your voice be heard! Please vote!

*|t is important to remember that Section Council elections have different constituencies from the election for Board of Directors.

Section members must be current with their 2010 dues by June 3, 2010, in order to vote in this election.

46 | THE ACTUARY | AUGUST/SEPTEMBER 2010



- —— w— . | -
"'L"f""l.rt siiy = 1 : T
= e e #-od
; ,. #_l : o .' - = By ==

"SOCIETY

SYMPOSIUM

SEPT. 20-21

AR AR TRt

DO YOU WANT TO:

e Gain insights into principle-based valuation issues?
e Improve your ability to analyze complex situations?
e Grow your creative problem-solving skills?

Then join us in Chicago at the Valuation Actuary Symposium, where we will answer these
questions and provide the information you need on credibility theory, statutory reserves,
equity-indexed products and introduce you to a whole lot more!

Visit the SOA.org website for more information. Acmaries

Risk is Opportunity.®

e




Actuary

Equity-Based Insurance Guarantees
Conference and Primer

Bridging the Gap: A Primer to the

Equity-Based Insurance Guarantees Conference
Oct. 31 (half day), New York, NY

Equity-Based Insurance Guarantees Conference
Nov. 1-2, New York, NY

This seminar and primer are designed to give
professionals with limited-to-moderate experience
an understanding of how to better quantify,
monitor and manage the risks underlying the

VA and EIA products.

Learn more at www.soa.org.
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