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Moderator Lesley B. Thomson: Thanks for coming. My name is Lesley Thomson and I am a member of the CIA Board
of Directors and am also on the Practice Standards Council. I am the moderator of today’s plenary session entitled: “How
People Outside the Profession See Us.”

I have one housekeeping announcement this morning. There is a new workshop this afternoon at 2:15 p.m. It will be
a continuation of Workshop 11: “Current Issues In Group Insurance.” The workshop will be located in Salon B on the
third floor. The Program Committee would also like to take this opportunity to acknowledge and thank Ken Fraser of
the Fraser Group who agreed on short notice to be an additional facilitator of Workshop 11 yesterday. Thank you.

Last week, at my son’s birthday party, the mother of one of the guests asked me the question that every actuary dreads:
“What do you do?” I began with “I am an actuary,” but the totally blank look I received told me that this wasn’t going
to be enough. Then, she asked, “What is an actuary?” and I have to admit that my mind didn’t leap to “a professional
business person skilled in the application of mathematics to financial problems.” That is the definition on the CIA website,
by the way. I think it is pretty good. But instead, what happens to me is that I automatically think of all the old jokes.
An actuary is:

• a place where they bury dead actors; or

• an accountant without a personality; or

• a person who will tell you how to build a watch if you ask him the time, or

• (my personal favourite) someone who is either right or can prove that he is right; and

• an extroverted actuary is someone who looks at your shoes when they are talking to you.

1 Steven MacDonald, not enrolled in the Institute, is a lawyer and partner at MacDonald & Swan in Oakville, Ontario.

2 John Sherrington, not enrolled in the Institute, is vice-president at Scotia Capital in Toronto, Ontario.

3 Mike White, not enrolled in the Institute, is President and CEO of IOF Foresters in Toronto, Ontario.

4 Nik Williams, not enrolled in the Institute, is a practice leader at Austin Marlowe International Incorporated in Toronto,
Ontario.
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These are terrible stereotypes, yes, but, unfortunately, just because it is a stereotype doesn’t mean there isn’t truth in it.

One of the goals of the CIA is to help actuaries expand employment opportunities beyond the traditional actuarial roles
because we, perhaps, see the demand for us in traditional roles shrinking. We would rather solve that problem by
expanding ourselves beyond traditional roles than by the alternative. We hope that this session will provide some insight
into our strengths and weaknesses, as viewed by nonactuaries, in order to help us prepare to meet the challenges that
these non-traditional opportunities might pose.

On the panel today, we have a CEO of an insurance company, a lawyer, an executive recruiter, and an investment banker.
I will be introducing each of them before their comments. No one on our panel is an actuary, but all have worked with
actuaries. We have asked them to tell us a bit about their experiences working with actuaries, and to give us some pointers
on how we can improve our qualifications for positions outside traditional actuarial areas.

I want you to know that I have instructed the panel to tell the truth and not pull any punches. We are here to learn
about ourselves.

Our first speaker, Mike White, is President and CEO of the IOF Foresters in Toronto. The IOF is a large fraternal which
offers financial products, fraternal benefits, and volunteer opportunities to its members. Worldwide, the IOF has more
than one million members and over $6 billion of assets. The IOF is a Canadian fraternal, which also operates in the US
and the UK, with its headquarters in Toronto. With all the demutualizations, the IOF is now the largest non-stock life
insurer in Canada.

Mike is a chartered accountant who has spent most of his career in the financial services sector. He has worked in all
four pillars - insurance, banking, trust and investment management.

Mr. Mike White: Thank you very much, Lesley, and good morning, everyone. It is great to be here. It is indeed an
honour to be asked to speak to you because you are a very distinguished group of professionals in Canada. I have been
in the work force now for about 30 years, and, through a variety of interactions that I have had throughout my career,
primarily in financial services, I have had the opportunity to be exposed to actuaries in many different capacities. I have
developed a very strong respect for what you do. I even studied actuarial science briefly, but, ultimately, I chose the
more charismatic career path of accounting.

The subject today is how do nonactuaries view actuaries. In preparing for this, a few thoughts came to mind. The first
is that I have dealt with many actuaries over the years in different capacities and that any comments I make should only
be viewed in the most general way. They must not be viewed as applying to any particular actuary or to actuaries in
any particular field, but rather, to that composite which I have developed in my mind over a period of time.

In particular, my comments should not be taken as relating to the IOF’s chief actuary, Paul Winokur. I don’t know why
that draws a laugh, but I am sure most of you know Paul and would agree that he is a wonderful person and a great
actuary. One of Paul’s failings, however, is that he tells the worst jokes in the world. Those of you who know Paul,
I am sure, can testify to that. In helping me prepare for this, I was trying to understand, through Paul, what the audience
would be like and the types of people we would be speaking with. Paul said that there are only three types of actuaries
in the world – those who can count and those who can’t. And that is what I have to live with every day! It is easy
for you to laugh. So, please, have some sympathy.

Given the nature of this audience, though, I thought, rather than make general comments, you would like something
a little more quantitative. So, what I thought I would do is give a report card of the composite actuary. The criteria I
have used are called “principles for decision-making,” which I set out when I joined the IOF about three-and-a-half years
ago. In my career, I have often found, when a new CEO comes into an organization, it takes a while for people to figure
out how decisions are made. So, I thought I would just set these out at the start, so that people would understand how
decisions are made and there will be no more mysteries. So, I am going to use those as the criteria and then give a report
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card against those of the composite actuary. Some may think that these are motherhood statements, but it is amazing how
many organizations do not follow pretty straightforward principles for making decisions.

Again, this does not apply to any one of you but I am sure I will offend all of you by the time I am done. So, here
we go.

• Principle 1: Members are our reason for being. If you are not serving a member, you should be serving someone who is. (We
use the term “member,” but most of you can use the word “customer”). On this item, I have given you the grade of B. On
the one hand, I have found that actuaries are, by the nature of their work, very focussed on the technical rights of the
policyholder or the customer, and are vigorous in defending those interests. However, on the other hand, they are often so
focussed on their particular view of that relationship that they fail to give enough support and attention to others who are
also working on behalf of the customer, in order to balance that perspective.

• Principle 2: Strive for high levels of performance in everything you do. Job assignments will be based on merit. On this item,
I have given you the grade of B. There are two parts to this one. On the first part, which is personally striving for top
performance, I believe you do very well. It is built right into your professional culture that you strive for excellence in everything
you do personally. However, and again speaking generally, I think that actuaries are less effective at managing others and
demanding that they perform at the level required by their jobs. This includes, in particular, the less technical aspects of what
an actuary might be required to do.

• Principle 3: Treat all deadlines seriously. If something is worth doing, it must be done with a spirit of urgency. On this item,
I have given you the grade of A-. I gave you an A- here because, generally, I have found that actuaries deliver on time. You
are trained to deal with so many deadlines as part of your professional responsibility that it is a way of life for you. You are
very good at meeting your deadlines. The minus here simply reflects that, on occasion, you might be less inclined to support
the deadlines that others have to meet in relation to the work you have to do.

• Principle 4: Aim for continuous improvement in everything you do. On this item, I have given you the grade of B. Invariably,
I find that actuaries are trying to do the very best they can. So, in that sense, they set very high standards. On the other hand,
I find that many have difficulty looking at problems in a different way than they are used to looking at them. Sometimes,
you need to step outside of that box to look at things the way others see them in order to gain a new perspective. I know this
must be very challenging for you in the face of ever more complex standards and seemingly less room for interpretive judgment
on your part. However, in that environment, there is no one better than you are to give that point of view and to show leadership
– to step aside from all of that and to give business judgment leadership to the enterprise.

• Principle 5: Take risks and be creative to improve the way things are done. It is okay to make a mistake unless you don’t
learn from it. On this item, I have given you the grade of B. Actuaries are excellent at assessing risk, but I find that they are
not as good at taking it. This may be a byproduct of training which focusses so much on understanding and quantifying risk.
In many of the areas in which you work, the business people need to know where you stand in the face of uncertain possible
outcomes. It is not enough to just calculate the sensitivities. I think dynamic capital adequacy testing (DCAT) is an excellent
example. The DCAT, if it is written in language that nonactuaries can understand, can be an outstanding document for
business managers in terms of understanding and managing their risks. On the other hand, if it is written in highly technical
form, it can be far less useful. You have a major role to play in that regard.

• Principle 6: When you spend a dollar of the organization’s money or an hour of its time, spend it as if it were your own. On
this item, I have given you the grade of A+. I find that actuaries are excellent in their stewardship of resources – both time
and money. However, like any virtue carried to an extreme, it can become a vice and I remind you of the importance of taking
risks.

• Principle 7: Involve employees and members – or customers, if you prefer – in decisions affecting them. On this item, I have
given you the grade of B-. I don’t find that actuaries naturally gravitate to an involvement model of management. But you
are not alone; that is true of a lot of people. People-skills are not, generally speaking, a strength of actuaries and you need
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very confident and strong people-skills to be able to operate in an involvement model. But, having said that, if I have learned
anything, it is that you will get better decisions and better implementation if you involve people enough than if you don’t.
That is even true where decisions are difficult and affect those people and their lives. The involvement model always works
best.

• Principle 8: We will only be successful if we work as a team. Each team member has a responsibility to contribute to the quality
of decisions. Once a decision is made, we all work together to get it done. On this item, I have given you the grade of B-.
Again, as a generalization, I have not found actuaries to be the best team players. It’s not surprising, given that the nature of
your professional education really stresses your individual capabilities and the tremendous pressures you face working
through that system. However, you do have a tremendous potential to enhance the contribution of your colleagues and
yourselves by working together. If you are working inside an organization, you will be most effective if you become part of
the overall culture of that organization, rather than creating a separate actuarial culture which is distinct from the rest of the
company. You have a tremendous amount to offer in any organization that deals in the insurance business because of your
background. It can best be realized if you get truly involved with the rest of the team.

• Principle 9: Treat all members or customers and employees with respect and make all decisions based on the principle of
integrity. On this item, I have given you the grade of A. I have always found actuaries to be of high integrity and are very
respectful in their dealings with others. As a profession, you should be very proud of that accomplishment. It is a very important
professional standard that you uphold.

• Principle 10: All news, good and bad, is okay. Withholding or not sharing news is unacceptable – there should be no surprises.
On this item, I have given you the grade of C. That relates more to the general area of communications and how well you
communicate. I won’t repeat Lesley’s joke of the introverted and extroverted actuary. But, if there is one area that I would
suggest to the composite actuary for professional development, it would be this one. Because you have so much to offer,
improving your communication skills is fundamental to achieving the most you can achieve. An important part of
communicating is, of course, listening to others and gaining their perspective. I think that is the thing that could probably
most help actuaries in their effectiveness. Spend a lot of time listening to the way other people look at things so that you can
communicate effectively to them and get your point across.

So, that is the end of my report card and I can only hope that I have offended a sufficient number of you to stimulate
some questions or comments.

Moderator Thomson: Thank you very much.

Our next speaker is a lawyer, Stephen MacDonald. Stephen MacDonald was admitted to the Law Society of Upper
Canada in 1979. He graduated from Yale University with a BA in 1973, and from Queen’s University Faculty of Law
in 1977. Since his call to the bar, Stephen has practised exclusively in the area of civil litigation. He has extensive trial
experience in jury and non-jury matters involving a broad spectrum of cases. Stephen has been an instructor at the Bar
Admission Course and teaches regularly in continuing legal education programs sponsored by the Law Society of Upper
Canada and the Canadian Bar Association. He is a guest instructor at the Intensive Trial Advocacy Workshop at Osgoode
Hall Law School. He is a regular presenter at seminars. Stephen’s practice involves all aspects of tort litigation. He has
considerable experience in the litigation of significant tort claims for both the plaintiff and the defendant.

Mr. Stephen MacDonald: Thank you very much, Lesley. I thought what I would do, first of all, is give those of you
who aren’t familiar with what actuaries do for the legal profession a bit of a primer as to the type of work that I do.
I think that will explain to you why we, as litigation lawyers in the tort field, so desperately need good actuaries. Let
me say that my view of actuaries is largely defined by my experience with three or four, but I would give all of them
an A+. I don’t want you to feel that I am sycophantic, but it is always good to butter-up the audience.

My practice is representing both insurers and those people who are injured in fairly catastrophic accidents of any nature,
or in medical negligence misadventure. What I need actuaries for, and what, as a lawyer, I need to know to advise my



5How People Outside the Profession See Us (SP #32)

Proceedings of the Canadian Institute of Actuaries, Vol. XXXII, No. 2, June 2001

clients about is, what is the future cost of lost wages? What is the future cost of ongoing medical care? What is the future
cost of ongoing attendant care? What is the future cost of replacing a van in 10 years, a van in 20 years, a van in 30
years, or a van that a quadriplegic may need? What is the future cost of replacing prosthetics? These are needed by the
lawyers representing both the injured person and the insurer, and are absolutely critical to providing the appropriate
advice to the client. It is really the mechanism by which the lawyers will prove the case when they go to trial. So, actuaries
provide us these very important numbers because it is the only way that we can present the claim and give the trial judge
or the jury the numbers which they need to calculate for the losses and the damages for this plaintiff.

Some of you may say, “Why do you need to worry about the future so much?” The reason is that the plaintiff and the
defendant get only one kick at this. You only have one chance to try the case, and, even though the trial may happen
three or four or five years after the event, you may be dealing with circumstances for this poor individual that will stretch
35 or 40 years. And you can’t come back in 20 years to the judge and say, “Oh, by the way, we made a mistake.” “By
the way, we have these additional expenses.” “By the way, our arithmetic was wrong and we substantially underestimated
what we need.” So, that is why it is critical to any lawyer in the personal injury field to have actuarial evidence that
will help and assist the court in calculating the measure of damages.

When you hear these large damage awards that are given in personal injury cases, invariably, the largest component of
those awards are those future elements that we just discussed, such as future care and future loss of income. So, that is
why actuaries are absolutely indispensable to my practice and to those who practise in this field. So, I think that should
give you the reason as to why we use actuaries, why we need them, and how I have come, in my 22 or 23 years of
experience, to have a reasonable amount to do with actuaries.

So, let us go back to the theme of this session, which is: “How Do Lawyers View Actuaries?” I can tell you how I view
an actuary. If there is one thing that defines actuaries from a legal perspective, it is that they are mysterious. What do
I mean by “mysterious”? When I present my cases to actuaries and ask them to please do the proper calculations, they
come back with this marvelous calculation, and, inevitably, I say to myself, “How do they do that?” No one ever really
explains it to me, but I know that you do this fancy calculation and suddenly there are the numbers. So, “mysterious”
is what I think it is. I wouldn’t ever let anyone in on the secret of how you do it, or, otherwise, you will have people
starting to do this on their own. Lord knows what it would do to the legal profession. So, that is the first thing – they
are mysterious.

They are invariably knowledgeable. Sometimes, they are too knowledgeable, and I will get to that in a minute. Thirdly,
they are accessible. They are accessible and they are responsive. And, finally, if nothing else, they are opinionated. You
will see this later on in the story I have to tell. They are not only opinionated in the actuarial field, but they can get
rather opinionated in the legal field as well.

So, what do actuaries have to offer to lawyers who do the kind of work that I do? First of all, they are extremely
knowledgeable, not just in identifying how to do the calculations and what the calculations are, but because of their
experience in the field. They have been witnesses at trials and that they appreciate the issues in these types of cases. They
are very helpful in pointing out areas of potential claims that you can advance on behalf of a client. That can be very
useful because a lawyer, especially a younger lawyer, might not fully appreciate the significance of some of the questions
that they will have to deal with when the case goes to trial.

Of course, actuaries do the calculations and they also do something else which is useful in the damage calculations for
plaintiffs. It is called the “gross-up calculation.” It is not terribly complicated, but it is a very important feature of the
damage presentation. The principle is, if you take money and you put it in an account where it is going to earn interest,
the lump sum that you have calculated to reflect a stream of earnings needed to either replace income or provide attendant
care is going to attract tax. So, the stream of earnings is going to be less than what the actuarial calculations have already
established. So, you need to provide an additional sum that provides for the taxes, and actuaries do this wonderful magic
where they come up with the gross-up calculation that will take care of the tax issues.
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Finally, one of the great things that actuaries also provide to lawyers is dealing with the other side’s actuarial report. So,
I get a report written by the actuary on the the other side, look at it and say, “Oh heavens! What is this all about?”
I send it off to my actuary and say, “Help, what do I do with this?” Because I have to cross-examine the actuary on
the other side, my actuary can be extremely useful and helpful in doing some of the spadework that I need done.

So, to be a successful, helpful actuary in the legal field, it is important for actuaries to be knowledgeable and familiar
with the areas of damage in personal injury cases, and to be familiar with the legislation that governs some of those areas.
I don’t want you all to think to yourselves, “Oh dear, we will never be able to read all the gobbledy-gook that is in
insurance policies or legislation or the insurance statutes.” It is really not that difficult, and what is important is to
understand the principles and then to be able to apply what you know as actuaries to those principles.

Finally, what is important is to have a little bit of love of the battle. You can appreciate that all litigation lawyers love
the cut and thrust and the actual trying of the case. So, it is important to appreciate that if you get a call from some
nice, young lawyer, who says, “Can you do a calculation for me on a future loss of income and future attendant care?”
You rub your hands and say, “Oh, this is terrific. I am going to break into this new field.” You prepare a very nice
report and you send it off to this young lawyer and the account is paid and you are delighted. You close that file and
move on to the next one. Except that, three years later, you get a call from this nice, young lawyer who is not quite
so young and perhaps not quite as nice as he was, and he says, “Can you make it for trial tomorrow morning?” You
have to remember when you write that report, somebody is going to ask you, at some point, to step into that witness
box and justify it. Not only that, you will also be confronted with that nasty lawyer on the other side who will inevitably
cross-examine you. And your evidence is important. The actual numbers will be used by the judge and the jury to do
the calculations. So, those are the things that I think, as an actuary, you have to be prepared to do.

Now, I want to tell you a little story about my experience with actuaries, which I think will highlight all of the very
good things about actuaries. I have used one of your members, who is here today, and I asked Murray whether it would
be all right if I referred to him personally. He said, “Yes.” What I didn’t tell him was the story I am about to tell.

Murray Segal is an actuary that I have used over the years. When you call Murray up and say, “I have another case
for you,” he says, “Great, here’s what I want,” and he will give you a list of about 15 things. He will then proceed to
tell you what the recent decision has been on this level of damage, or the most recent case that has just been decided
by the Supreme Court of Canada. I get my marching orders from Murray and Murray will assemble everything. I will
call him up to discuss things, and Murray will say, “All right, except you forgot this and this.” Eventually, I will get
everything right. It has only been about 23 years for me, but I never seem to get it quite right with Murray. In any event,
he will then prepare a report for me and he knows that he will likely be called to trial. One terrific thing about Murray
is that he loves the cut and thrust of battle. He loves to be in the witness box. He has probably been in more trials than
half the lawyers in Toronto put together.

I had a case with which Murray was helping me and I had arranged for him to be at the trial. Murray arrived there
early, as he always does. He was sitting in the back of the courtroom and I was in the process of getting the evidence
from a fairly important witness which would set the groundwork for Murray’s calculations. It was a small courtroom and
I had a young associate with me. I was on my feet at the lectern leading the witness through this evidence. I could sort
of feel there was some discontent at the back of the courtroom from Murray. These vibes were starting to come up through
the courtroom, and I was getting concerned about it, and I could feel the vibes were getting stronger as I went further
and further into this particular witness. I was looking at the judge and looking at the witness and you can imagine when
you are up there and things don’t seem to be going quite right, things get a little hot under the collar.

Eventually, Murray couldn’t stand it any more and so he scribbled something on a pad, passed it up to my associate,
and he, in turn, passed it up to me at the lectern. The words written on the pad were: “You are doing this all wrong.
Stop!” So, as a dutiful lawyer given instructions by my actuary, I obeyed him and I asked the judge if I could have
a moment. Murray then proceeded to tell me why I was doing it all wrong and what I should have been doing. He
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said to me, “Don’t you remember our briefing where I told you to ask the witness this, this, this, and this?” Well, I was
appropriately chastised. I corrected my dreadful error and all was well and the case turned out to be quite successful,
thanks to Murray’s help. But, obviously, Murray takes a very active role in the cases in which he is involved.

So, for those of you who would like to expand your horizons and get into this field, I have four things that I can offer
that might assist in helping you do this:

• The first is, try to find a mentor – either a lawyer or an actuary. It should preferably be an actuary who is experienced in the
area, who knows the issues, and who knows the types of damages with which you will have to deal. You need a mentor because
it is a specialized field and can be a bit of a minefield if you are not careful.

 • The second tip is to understand the basic issues in personal injury law and personal injury damages, and especially understand
some of the nuances of the legislation. That is not difficult; it just requires a bit of education. Again, your mentor would be
useful in helping you do that.

• The third thing that I would do is tell your colleagues, tell your friends, tell your lawyer friends, and tell other actuaries that
you are interested in this field and you would like to get into it. Lawyers are your client base. So, that is how you have to
develop and promote yourself. Obviously, they need to be satisfied that you can provide the expertise that they are going
to need, but that is not very difficult once you establish an expertise in actuarial science to begin with.

• Finally, start small. There are small cases that require actuarial evidence to be prepared, which may mean just answering the
question: “What is the present value of a disability insurance claim of $750 a week from now until the age of 65?” It is something
that is small and straightforward that will let you get your feet wet and get you involved in the process, and you can move
on from there.

So, let me just say, finally, that there is really not much that I don’t like about actuaries. They are smart, and usually
a lot smarter than the lawyers they are working for, although I suppose that is not saying a whole lot. I suppose that
is somewhat “damning by faint praise,” but actuaries are smart. The only concern I have is that, when they start doing
the lawyer’s job, it gets a little embarrassing. There is nothing wrong with that, but just try not to show off in public
too much.

Moderator Thomson: Thanks, Stephen.

Our next speaker is Nik Williams. Nik has over 16 years experience as a management consultant specializing in executive
and professional recruitment. Prior to joining Austin Marlowe International Incorporated, Nik was a senior associate with
ExecuCounsel, one of Canada’s leading, senior level, boutique, executive search firms.

Nik has managed searches in most functional areas including actuarial, human resources, information technology, sales,
finance, and general management. Nik acts as Austin Marlowe International Incorporated’s lead consultant and project
manager for all actuarial searches. Nik has extensive experience in recruiting members of the actuarial community. He
has completed numerous technical, managerial, and executive level actuarial searches in Canada and the United States
in the insurance, pension, and reinsurance industries in such functional areas as valuation, product development,
marketing, business development, investment, and the list goes on.

Nik has a BA and two Master’s degrees – in sociology and history – from the University of Guelph, and has also
completed the course work toward a PhD in sociology at the University of Waterloo. Prior to entering the search field,
Nik taught at the universities of Guelph and Waterloo.

Mr. Nik Williams: I would like to thank you all for inviting me here and I am sure some of us have actually spoken
at different times. I hope that it was good.
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I have been recruiting actuaries for longer than I care to remember. One thing that I have noticed, with few exceptions,
is that you are all fairly smart. I won’t mention any of the exceptions. From the previous speakers, I don’t think any
of my comments are going to come as a shock to you. I may just change my topic a bit because the two previous speakers
have talked about how actuaries fit into what has been fairly traditional types of roles. As you are well aware, a number
of your professional colleagues have made significant in-roads into non-traditional areas, but typically in the United States.
Many of you have been lured south for the huge dollars in investment banking and information systems, as well as
traditional consulting and insurance roles.

But let us talk about Canada. As a recruiter, I am involved in retainer-based searches. What that essentially means is that
we are paid by clients to go out and identify individuals. Now, where we are asked to identify actuaries, it is typically
for positions in the actuarial field. As a recruiter, I would like to tell you that people are hammering on our doors begging
us to seek actuaries for other possible financial sectors, but, unfortunately, that doesn’t really happen in Canada. Going
through the list of actuaries here, I noticed there are only about seven actuaries in the risk management side of banking
and I would bet that they got there without the benefit of headhunters.

If you are professional business people skilled in math, then you need to be able to – I was going to say – “infiltrate”
other communities. You are in severe competition with the CAs, the MBAs, the CFAs. Now, if it is true that traditional
roles are shrinking, I am not seeing that at the moment as a recruiter, except, maybe, at the very senior levels. But, as
you know, there are fewer actuaries in Canada now than there were five years ago. My question would be to a lot of
you, why aren’t you moving to the United States? There is such a huge demand there.

What I am finding now is that your skills in the traditional actuarial field of insurance and consulting are in very high
demand. We cannot go out and change the minds of people. To give you an example, I was asked to help a major
bank identify a senior investment analyst specializing in risk management. The qualification they sought was a CFA, or
MBA, or any accounting designation, and when we suggested an actuary, they didn’t laugh, but they did giggle a bit.
In the Canadian market, which is essentially a small market, people have their ways of doing things, and, if it is not
invented in their industry, they will view you as coming from the pensions and insurance areas, not as business persons
skilled in mathematics.

From a recruiting perspective, I note that none of you are likely to be unemployed. You may get bored, but you are
not going to be unemployed. This is not a fault because the demand in Canada is so high in the traditional fields that,
yes, you do have leadership skills and business skills, but there is still a place for the backroom actuaries. I am not now
talking about those of you who have made it to a vice-president leadership role. Talking to Lesley before this session
and talking to other people, I see there is a perception that the traditional roles are shrinking. I don’t know if that is
true. As I said earlier, we all know many people who have gone to the US.

Looking at the banks, looking at risk management teams, they have all hired nuclear physicists, economists, statisticians,
but how many have hired actuaries? As recruiters, I don’t think we can really be a lot of help, beyond supplying actuaries
that our clients seek for traditional roles. As I said earlier, those of you who have moved into non-traditional roles have
probably moved there without the benefit of headhunters. You do this through your networking, through your man-
agement, and through a couple of people here who have built their own consulting companies in areas that don’t look
like traditional actuarial areas. As recruiters, we see that there is still a huge demand for actuaries in the traditional roles.
This begs the question – do you need, as a profession, to move beyond the traditional areas in Canada? The consulting
companies among us will recognize how difficult it is to do missionary selling into industries where actuarial skills may
apply.

In conclusion, I believe that the actuarial community has a great deal to offer in its traditional roles. Looking at generic
skill-sets – and Mike talked about this in terms of leadership and communication skills – those are skill-sets that are
necessary anywhere. But as business people skilled in mathematics, actuaries need to take themselves out into other
businesses and do the missionary selling.
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From my perspective, I have enjoyed working with actuaries. I find some of you to have a very good sense of humour,
although some of you don’t. You are all very good to work with because you are, by the nature of your training,
intelligent. I think, as a community, you need to ask whether there is more that can be done in your traditional areas,
rather than go into competition with the other designations.

Moderator Thomson: Thank you, Nik. Our last speaker is John Sherrington. John Sherrington is vice-president and also
the head of Financial Services at Scotia Capital. John has over 25 years of investment banking experience, primarily in
the financial services industry. John has been responsible for building the leading financial services investment banking
team in Canada. Scotia Capital was a pioneer in the demutualization of the Canadian life insurance industry, with major
roles in all demutualizations and a lead role in the Manulife financial $2.5 billion IPO – the largest equity issue in
Canadian history. John has worked extensively with the actuarial profession for many years, both on the demutualization
process and on a number of insurance mergers and acquisition assignments.

Educated at Oxford University and the City of London Business School, John is a regular speaker at financial services
industry conferences, and has addressed the CIA several times.

Mr. John Sherrington: Good morning, everybody. I would like to start with an anecdote, and you will be relieved to
hear that it is not about an actuary. I hope you will find it amusing and relevant to your profession. It is about a
consultant:

There was a young man in a fancy Mercedes sportscar driving along a country road. He spotted a shepherd tending
his sheep, and so he jumped out of the car and ran up to the shepherd. He said, “If I can guess how many sheep you
have, will you give me one of them?” The shepherd looked at the young man, looked at the field of sheep, and then
said, “Okay, you can try.” The young man parked the brand new Mercedes sportscar, connected his notebook and
wireless modem, entered a NASA website, scanned the ground using his GPS, opened the database and 60 Excel tables
filled with algorithms, and printed the 150-page report on his high-tech mini-printer. He then turned to the shepherd
and said, “You have exactly 1,586 sheep here.” The shepherd answered, “That’s correct; you can have your sheep now.”
The young man took one of the animals and put it in the back of his vehicle. The shepherd then asked, “If I can guess
your profession, will you pay me back in kind?” The young man said, “Sure.” The shepherd said, “You are a consultant.”
“I am. How did you know that?” asked the young man. “Very simple,” answered the shepherd. “First, you came here
without being called; secondly, you charged me a fee to tell me something that I already knew; and, thirdly, you
obviously don’t understand anything about my business. I would like to have my dog back.”

When I was invited to speak at this conference and advised of the topic, I was somewhat surprised that actuaries would
want to know what other people think of them. After all, I can’t imagine a room full of chartered accountants asking
people to tell them what they think of them. The title of this session implies that you actuaries might have an image
problem. Well, I can’t imagine why you should have that impression – after all, when was the last time you actually
heard a really good joke about actuaries? But don’t worry; I am not going to tell one.

I have had the pleasure of working with a number of you in this room, and so those of you who know me well can
attest to the fact that I am certainly not an actuary. However, as an investment banker who has devoted a large part of
his career to the insurance industry, I have had the pleasure of working with actuaries on a regular basis for the better
part of 20 years. I can honestly attest to the fact that some of my best friends are actuaries, and so, in general, I do have
a special place in my heart for your noble profession.

I believe that actuaries are generally much maligned and long suffering, as we have heard this morning, because the rest
of the world simply doesn’t understand what a vital role you perform and what a fascinating science you practise. In
large part, I think this is simply due to the mysterious world you inhabit of “black boxes” and acronyms that nobody
else understands. Perhaps, in part, the problem lies in the fact that your own organization’s acronym, “CIA,” conjures
up a world of mystery and espionage.



1 0

Délibérations de l’Institut Canadien des Actuaires, Vol. XXXII, no 2, juin 2001

Comment sommes-nous perçus à l’extérieur de la profession (SP #32)

Let me give you some examples of the acronyms and buzz words that mystify the rest of the world. They are PfAD,
DCAT, VAR, EV, PPM, MCCSR, and TAAM, to mention just a few. Now, you all think you know what these mean.
The real meanings are something different. For example, you think you all know what “PfAD” means. You are wrong.
Here is what other people believe these acronyms mean:

• PfAD: Picked for Actuarial Delight

• DCAT: Dedicated to Costly Actuarial Talent

• VAR: Very Aggressive Reporting

• PPM: Pure Philosophical Manipulation

• MCCSR: Make Completely Confusing Statistical Report

• TAAM: Treat All Actuaries Mercifully

Now, I put it to you, if you were to tell the world what all these strange acronyms really meant and unfolded the mysteries
of the black box, people would realize that you really are mere mortals and not the superhuman beings that you have
been made out to be! But then, I think there are significant benefits to being members of a very special sect. I have often
wondered whether actuaries, like freemasons, have a special handshake or an elaborate initiation ceremony that involves
baring parts of their anatomy!

One of the topics that I was asked to address is the strengths and weaknesses of actuaries. Since the average IQ of an
actuary is far in excess of the minimum required for membership in MENSA, the intellectual power of the profession
should be unquestioned. Therefore, I would be foolhardy to criticize the profession in this regard. Instead, I would like
to outline the differences I see in approach that actuaries have in contrast to my profession of investment banking.

Probably the most fundamental difference in approach is that the actuary in an insurance environment will focus
primarily on the balance sheet because your main concern is financial strength and solvency. This is clearly evidenced
by the benchmarks to which I referred before – namely, PfAD, DCAT, VAR, MCCSR and TAAM. These are all asset,
liability, and capital measurement tools. In the investment environment, equity analysts and shareholders are generally
more focussed on the income statement, primarily top-line revenue growth and earnings per share because these factors
usually have far more impact on share prices than balance sheet items. Of course, people in our business can’t figure
out why the more business a life insurance company writes, the worse its profit picture. It is a big strain for them!

When it really comes down to it, we have very different perspectives of time. The actuary will look at the world with
a long-term perspective. After all, you are preoccupied with how long people live. So, short term is 25 years, medium
term is 50 years and long term is 75 years or more. Taking a really long-term view is probably smart because the farther
away the future is, the better it generally looks.

In our business, short term is one hour, medium term is a day, and long term is next week. We love instant gratification,
and, given the recent volatility of the markets, you will understand why our perspectives tend to be so short term.

While we inhabit different worlds, we are increasingly finding our worlds moving closer together. The demutualization
of the major Canadian life insurers was a seminal event and has done a great deal to highlight the important role that
the actuarial profession plays in the workings of the industry. As a result, one of the hottest areas of interest for analysts
and shareholders in the life insurance industry has been the debate about embedded value disclosure and its impact on
the share prices of life companies. Without actuaries working their magic to calculate embedded value, the equity analysts
would be floundering in a sea of irreconcilable numbers.

Our two professions aren’t really that far apart. In fact, we have living proof that the transition from actuary to equity
analyst is relatively painless and very rewarding. I have a case study about Tom MacKinnon. Tom is a Fellow of the
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Canadian Institute of Actuaries and worked at Tillinghast for six years in the United States as a Canadian. He became
our insurance analyst three years ago. When it looked like the demutualization train was about to leave the station, we,
at Scotia Capital, came to the view – which somewhat contradicts what Nik was saying – that it would be extremely
valuable to have an in-house actuary working in our organization, since it would be far less problematic to teach an
actuary the investment business than to try and teach an investment professional the intricacies of life insurance
accounting. Today, Tom is the proof of that success. He is the number one ranked insurance analyst in Canada.

Probably the single most puzzling aspect of your profession to the layperson is the calculation of reserves, whether for
life or general insurance companies. Unless one has been steeped in the wonders of the actuarial profession, it is
impossible to fully comprehend the subtleties of reserving. This is the real meaning of the black box, and, since accurate
reserving is so critical to the viability and profitability of an insurance company, the actuary will always hold a vital role
in the organization. So, my recommendation to the profession would be to keep weaving your magic, but look kindly
on those in the investment business whose job is to create value for the shareholders.

 I have one final observation about your profession from an investment banker standpoint. Some of the best performing
stocks on the equity market over the past year – and, certainly, the few bright spots on an otherwise gloomy stock market
– have been the life insurance companies (the Canadian companies, of course), and four of the largest in this country
have CEOs that are actuaries. So, right now, we are very happy with your profession! Keep on doing what you do.

Moderator Thomson: Thanks very much. I found it very interesting to listen to all the speakers.

I heard a couple of themes, and one of them was around the issue of people-skills, and, in particular, communication.
Something I am going to take away from this session is to keep remembering that communication is as much about, if
not more about, listening than it is about explaining your point of view. We have a tendency to be opinionated, as one
person said, and so we have to be careful to look at things from the other person’s perspective.

Another theme that I heard was that people don’t understand us – that we are “mysterious.” But, generally, once they
get to know us, they find that we are not so bad. They enjoy working with us. Maybe the word “infiltrate” isn’t so bad.
If we get some emissaries out there in some non-traditional areas and people get used to working with actuaries, maybe
there will be more opportunities for all of us.

Our panel has indicated that they would be very pleased to answer questions, and we have quite a bit of time to do
so. So, please, come to the microphone and state your name.

Mr. Charles C. McLeod: My question is for Michael White, although others may want to respond. I would argue that
20 years ago in life insurance companies, the chief actuary was probably the most important financial person in the
company. Maybe the chief investment officer had an equivalent role, but the chief actuary was probably the most
important financial person. Today, I don’t think that is the case. Life companies have a chief financial officer who, in
many cases, is in a more prominent position than the chief actuary, and, in many cases, the chief actuary reports to the
chief financial officer. The question is this: Do you think this was inevitable given the changing nature of the life
insurance business, or did actuaries, in effect, blow it either because of our natural culture or because we didn’t keep
up to date with the new requirements of a more complicated world?

Mr. White: Hello, Charles. It is nice to see you in Canada. Interestingly, I would have thought the opposite. I haven’t
been closely watching what everyone else is doing, but I would have thought that actuaries have been gaining increasing
prominence in organizations. On our management team, there is both a chief actuary and a chief financial officer, and
I don’t view either as more important than the other. Like the other senior employees on our team, they each have their
responsibilities, which are equally important. I would have thought, just from my observations, that, as the world has
become more complex, the actuary has stepped out of the shadows, has come out of the backroom, and is being viewed
as more than someone who just does the calculations. They have an opportunity to be a leader in their enterprise, as
they have an important and unique perspective to offer. So, certainly, from my point of view, I think the role of the
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actuary has been gaining in prominence and importance, and, I think, if an institution fails to recognize that, it is their
loss. But others may want to comment.

Mr. J. Bruce MacDonald: I don’t really have a question to address to any of the panel, with the possible exception of
Lesley. We have heard some very interesting and very valuable comments on our profession from four other professionals.
The one thing we haven’t heard is what the general public thinks of us. It would be very hard to try and find a member
of the general public, but I keep thinking back to when I was on the Nova Scotia Royal Commission on Pensions. We
received a submission from some group – I have forgotten who they were – and they began by saying, “Pensions are
much too important to be left to actuaries.” Then, they went on and recommended that we triple the payout under the
Canada Pension Plan. I wonder where they are today?

I have one comment for John Sherrington, who commented on the number of insurance company CEOs who are
actuaries. I am sufficiently ancient, but I remember when most insurance companies had an actuary as its CEO, except
we didn’t call them CEOs in those days. We called them “managing directors,” or “executive vice-presidents.”

Moderator Thomson: When we were putting this session together, we had a whole list of possible professions or groups
whose perspectives we would be interested in hearing. I think the general public’s view would probably be characterized
as “they don’t know us; they have never heard of us.” That joke about the definition of an actuary - a place where they
bury dead actors - came from a survey done of the general public. People were asked, “What is an actuary?” and that
is one of the answers they received.

Mr. Leslie John Lohmann: Mr. White, you gave us very good marks on deadlines. I was actually quite surprised by that
because, with a new client, I find that when I ask what the deadline is, the answer is, “When can you have it done?”
I think that our culture has led to that response whenever you ask a client for the deadline for work that is actuarial
in nature. In fact, they expect that they have to wait for us and will not designate a deadline because they feel as though
they are going to be disappointed. Perhaps the reason you have a positive grade for us, which was an “A,” I think, or
may be even an “A+,” is because, in fact, you are not establishing deadlines.

Mr. White: Well, you will have to ask Paul about that. I think we have pretty good deadlines and actuaries meet them,
and that has been my experience with actuaries, generally, over the years. I have been very impressed with their
professionalism.

Mr. MacDonald: May I just say something about the deadline issue? I think lawyers are known as notoriously dreadful
procrastinators. Inevitably, I would be calling someone about a report that needed to be done yesterday and actuaries
are extremely good at getting things done and meeting deadlines. It is really terrific from our perspective. So, I would
say actuaries should get an A+ on the deadline issue.

Mr. Robert H. Stapleford: The panel may not know this, but the actuarial profession in Canada and around the world
is undergoing a fundamental review of its education system. The education of actuaries will involve a broader application
of actuarial skills but will include many of the skills you mentioned this morning. If each one of you had one skill or
one area of education that you think a new education system should emphasize to make actuaries more valuable in the
areas with which you deal, I think many people here would be interested in knowing what that would be. We are taking
a look at our education system and I am sure the perspective of people outside the profession would be very valuable.

Mr. MacDonald: I think, from the legal perspective, it would be very simple. You could ask a few lawyers to come and
give a seminar or a series of courses on personal injury litigation. Introduce those people, who are learning to be actuaries,
to the field. That would create both an interest and a knowledge base that they could then take into the profession.

Mr. Sherrington: I think, in our industry, the CFA is almost always mandatory for most professionals. I know it is very
challenging for laypeople, but for you in this room, the CFA would probably be pretty straightforward. For those who
have an interest in the investment business, the CFA would be a great qualification.
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Mr. White: I think I gave mine – communication, communication, communication.

Mr. Williams: And for those of you who can communicate, will you leave me your business cards? I would have to agree
with Mike that greater emphasis should be placed on the soft skills as well as the technical skills.

Mr. Rodney C. Wilton: Steven, I like your perspective – not about the actuaries whom you work with, who, you said,
were very good, but the actuaries who were working for the other side that you got to cross-examine.

Mr. MacDonald: Well, let me say this. First of all, cross-examining an actuary is as difficult as cross-examining a doctor.
Arguably, actuaries are in a field that is even more mysterious than medicine. To prepare for cross-examining a doctor,
you read the text and you read the articles, and you have your own doctor to help explain the various unique aspects
of medicine that are relevant to the issues with which you are dealing.

Actuaries are very, very mysterious, but a good witness, who is being cross-examined by a lawyer, is affable, polite, direct,
and is invariably knowledgeable. If you are given an opening, you drive your truck through it. Actuaries, in my opinion,
are good witnesses because of the knowledge base that they have, although, like any other expert, they are only as good
as the information that they are given; they are only as good as the assumptions that they make. If those assumptions
are incorrect – not because of anything the actuary does wrong, but because they haven’t been prepared properly – then
that is where they are vulnerable. If there is anything I can offer actuaries in terms of being cross-examined, it is to be
affable, to be themselves, but also to be direct and straightforward.

Mr. Douglas C. Townsend: I am the chairperson of the Committee on Actuarial Evidence Practice, and would like to
pick up a on a couple of points that Steven made. Frequently, lawyers and judges tell me that they went into law because
it was one of few areas where a very bright person could go without having to study mathematics at all. They were willing
to pay a high fee to anybody who could add two plus two and come up with the same answer consistently, whichever
side of the case they were on. But, by the same token, a lot of us went into the actuarial field because it was one of the
very few areas where we could go without having to take English or French.

I wanted to comment on what Stephen said about the mentoring program. We feel very strongly in this area of practice
that a mentoring program is the only way to go for an actuary wanting to break into the actuarial evidence field. For
anybody in the audience who wants to pick up on that, the Yearbook has a list of all the members of the Institute who
are members of the Committee on Actuarial Evidence Practice. Every one of us is willing to help people trying to break
into this practice area with a mentoring program. Phone somebody close to you geographically, and, if you can’t find
anybody, phone the chairman. We can set up a mentoring program for anybody who wants to become involved in this
field. Alternatively, I will point out that we have a seminar coming up in September for people wanting to get into this
field, and we do have lawyers as well as actuaries on our faculty.

Mr. James G. Paterson: I have an interesting anecdote along the theme. Several years ago, my son, Jeff, was in attendance
at the BC Institute of Technology in the broadcast journalism course. One day, one of the instructors told them that the
topic of the day was interviewing. The instructor said to the class that the most difficult interview he had ever experienced
was trying to interview an actuary. Then, he proceeded to ask, “By the way, how many in the class have ever heard
of an actuary?” and two hands shot up. The hands were from Jenny Meyer, daughter of Dick Meyer – a retired actuary
in Vancouver – and my son, Jeff. Apparently, this was the first time, in years of teaching, that any of his students had
ever known what an actuary was.

Mr. Peter Clark: I am from the United Kingdom. I was delighted with Michael White’s stress on communication because
it was the theme of my presidential address. I will give my card to Nik afterwards. One of the things that I said in my
presidential address was that I managed to get my Masters degree without stringing two words of English together, and
I suspect that actuarial science is the only degree that you can get in that way.
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We have, in the United Kingdom, in the actuarial examinations unit, a paper on communications. But I am not sure
that communications is an examinable subject. It seems to me that communications is an attitude of mind. The question
I want to ask is, how do you change an actuary’s attitude of mind? That is what needs to be changed in order to address
some of the weaknesses that were highlighted in the addresses. How do you change an attitude of mind?

Mr. White: I think the best advice that I can give is what I received from my mother. That was: “You have two ears
and one mouth; use them in that proportion.”

Mr. R. Allan Ireland: I would like to pick up on the theme of communication. My daughter is about to enter into the
teaching profession. One of the things she looks forward to in teaching is the challenge of getting through to students
on some level. You need to be flexible in terms of how you communicate because what will get through to one person
won’t work with another, and so you have to change your style and try to find another way to get through to that other
person.

I have a story of how I experienced that. One day, many years ago, I was having a discussion with the chief actuary
of the group division and the group underwriter. We were exploring what proportion of a group life premium relates
to the premium waiver component. I turned to the underwriter and said, “What, in your experience analyzing several
cases, would be the proportion of a group life premium that relates to the premium waiver provision?” She said to me,
“I have no idea. Isn’t that what you guys do?” So, I said, “Okay, let’s say you had a case that had a premium waiver
provision and the intermediary came to you and said, ‘How much will you take off the premium if we take the waiver
premium off?’” She said, “Oh, that’s easy; it’s 10%.”

Moderator Thomson: That is about it for our time. Thank you very much for your participation. I have a token of
appreciation for all our panel members. We would like to thank them all.


