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Moderator Jorgen D. Have: Good morning. This morning we’re going to talk about what is actually politically very topical 
- medicare, but one of the interesting questions that we face now is does the actuary, in fact, have a role in medicare. I guess a 
couple years back, I think it probably was, we started asking that question, and saying how come we don’t have any role at all 
in medicare, and in fact, we don’t. We don’t have any input into the provincial medicare system at all, and yet it seems to be 
kind of going out of control.

So, we setup a CIA task force called the CIA Task Force on Medicare, and I’m a member and Dave Pelletier is a member, Gery 
Berry chairs it at the moment. And we started looking at that question, and we started doing various things, and what we put 
together today is basically, we’ve got three speakers here who sort of all qualify perhaps, to look at that question. First of all is Dave 
Pelletier, who’s a member of the task force. We’ve got Ian Duncan, who chairs the Society’s task force, which is actually looking 
at a similar question,; he chairs a committee on health care external relations. I’m actually also a member of that, and it turns out 
that, in fact, they’ve got a similar problem, and certainly in terms of the public part of the health care system in the US, which 
is actually quite large, in terms of Canadian dollars I think it’s actually about ten times the Canadian’s public health care system. 
And again, there doesn’t seem to be quite as much input. And then, last, we’re going to have Georges Kephart, who’s actually a 
demographer, not an actuary, but a demographer from Dalhousie University, who’s been doing some work with the provincial 
plans, and he says, gee, we could actually use actuaries in here, so he’s going to talk about that. So, first of all, Dave.

Speaker A. David Pelletier: Okay, thank you Jorgen. Good morning everybody. My part of the presentation will just be basi-
cally updating you on what the task force is and what it’s been doing. Our mandate as a task force is to, what you see up here, 
is to lead the initiative of the CIA, to improve the financial management of the publicly insured health care system in Canada 
through the application of actuarial science and professional actuarial standards. So, it’s been a key objective, a key public policy 
objective of ours to get the actuarial profession involved where, we think, for the benefit of the public of Canada it really should 
be involved to help bring more light to the debates that have been taking place with one of the most critical social insurance 
programs we have in Canada.

This is the membership of the task force. I kind of divide these people here into different groups. Gery Berry, our chair, is an 
FSA, although not an FCIA. Gery is an American, came up here to be president of Liberty Health in Canada, and became very 
involved with us and in helping push forward an initiative in Canada with respect to health care. I mean, it came as a shock to 
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him when he came to Canada and learned that within the medicare system in Canada there were no actuaries involved, and so 
he’s been very instrumental in helping move forward our initiative in Canada to get actuaries more involved.

Unfortunately, as you know, Liberty Health was bought by Maritime, in turn bought by Manulife, and who knows what’s going 
to happen to them next, and at any rate, so Gery then is in a position of moving back to the States, and so at some point we 
will be, with Gery’s agreement, probably looking for a new chair to keep this group moving.

There are a couple of people on there who know almost nothing about health care, that’s me and Rob Smithen. We’re there 
because we’re passionate about the subject and about the need for actuaries to be involved, and I’ve been working with Gery 
and the others to just provide some sense of direction as to how we can best achieve these objectives. Fortunately, a lot of the 
rest of the people on that list do know something about health care. Jorgen Have here, for example, Robert Grignon does an 
extensive consulting practice in health care in Canada. He’s with Eckler Partners in 

, and his practice is 100% health care. And, Claude Ferguson is with Ontario Blue Cross. Doug Poapst is not doing as much 
health care now, but he used to when he was with Eckler, and would like to get back in the field. And then, Gilles Dufresne and 
Louis Bernarchez are more involved on the group benefit side of health care.

Okay, what’s our message - and our message goes onto three or four slides here. There’s no question that Canadians and our 
governments, we do want to preserve our publicly funded health care system. Sometimes, as we talk with the press and outside 
people they think we want to move things into a US style system. Well, that’s not the case at all, you know, we are interested in 
preserving the publicly funded health care system that we have, but at least we think we should be looking at different kinds 
of alternatives within that system with an open mind.

There’s no question the system is under pressure, I mean, you can open any newspaper, you can see that, you can go into any 
queue for a serious operation and you can see the pressure it’s under. Clearly, the costs to provide the quality health care that 
people have come to expect in Canada have risen faster than the funding has, and partially that’s due to some decreasing in 
funding levels that took place in the early 90s, when the governments were trying to cut back in a lot of areas. And those costs, 
quite frankly, will continue to escalate.

And, what we feel then is actuaries are desperately needed in the management, in the projection, in an involvement within the 
health care system to projecting costs, not only in the long, long-term, we tend to think a lot as actuaries about we’re more in 
the long-term projection business, but also in the near-term - the medium-term, looking at, as alternative solutions that are 
developed in any number of areas. Things like looking at different drugs, looking at in-patient versus outpatient, any number of 
things that are not just long-term in nature, but also short-term. US actuaries in the health care area are specialists in this kind 
of analysis. We aren’t doing that kind of thing in Canada. And basically then to help develop alternative solutions and analyze 
the financial impact of those kinds of solutions.

Actuaries perform roles for insurance companies, for CPP/QPP, and for the publicly funded medicare system in the US. You know, 
the kinds of things that actuaries do, that governments have us do. Governments demand that we make sure that insurance 
companies are properly funded, that pension plans are properly funded, why not health care. The publicly funded medicare 
system in the US, as Jorgen mentioned, while clearly in the US the publicly funded portion of health care is smaller relative to 
the entire system than it is here in Canada, it is still a massive system in the US, and the US government has seen appropriate to 
establish an office of the chief actuary for medicare in the US. So, we feel a similar kind of structure is needed here in Canada. 
Basically, with all these debates taking place, lead to shedding more light on these matters, rather than just the heat that develops 
now in these debates between political parties, between levels of government, between different classes of suppliers, in order 
to help governments make more informed decisions about the kind of issues they’re dealing with, helping them make the right 
decisions, and help lead then to a system that is sustainable for Canadians as we go forward.

One thing I should mention here is that one interesting issue in Canada, somewhat more messy than in the States, is again 
this question of federal/provincial jurisdiction. And what I found as I traveled across Canada a year ago talking to different 
provinces and to the feds on this subject, is there’s an awful lot of distrust between the two levels of government. I mean, we all 
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read about it in the papers, but it’s much worse than I thought. As I was talking to politicians and to bureaucrats at all levels, 
it just blew me away. So when one talks about like an office of the actuary, well, where does it go? Is it a federal position? Do 
you put one in each of the provinces? So, one suggestion we had was to try to stick it under the Health Counsel, which had 
been a proposal of both Kirby’s and Romanow’s, but that Health Counsel, itself, got off to a rather disappointing start. It took 
months to get it appointed, ended up being a much more political group than a genuine group bringing real information to the 
process, and again, which demonstrated, frankly, the difficulties the feds and the provinces have in working together. So, one 
sort of mechanical logistical issue was just where do you put this thing? And lately in the last few months we’ve been focusing 
as much on certain provinces, for example Ontario, to try to get actuaries involved in say a province by province level, rather 
than necessarily something at the federal level.

So, what have we been doing then since the last AGM, the last Annual General Meeting a year ago, when we talked about this 
initiative. We met with Roy Romanow, after his report became public unfortunately, but as those of you who were at the SOA 
meeting in June a year ago in Vancouver, just after the Victoria meeting, Roy came out in that Society of Actuaries meeting in 
favour of actuarial involvement in health care. So, that was a real accomplishment. Unfortunately, it was, again, after his report 
came out. It would have had a lot more value had it been right in his report. But, at least Roy is on record as having taken that 
position.

The Conference Board of Canada did set up a leaders round table on health care back two or three years ago, and we joined that 
as an Institute, and also, in fact, Gery Berry was Chair of that task force over the last year, and we had a couple of other actuar-
ies, Robert Grignon, and Claude Ferguson taking part in that most recently as well. Several meetings with several provinces, 
again, we had more prior to the last annual meeting, but this is just what’s happened since the last annual meeting, including 
with, as you see there, cabinet level person, Monique Jerome-Forget in Québec. In Ontario, we had additional meetings, in fact, 
just a few weeks ago, with about ten people in the Ontario Ministry of Health, and a lot of interest in that room. We had one 
of the GPC people with us, the new government relations firm that we’ve brought on board for the CIA, and they came away 
quite impressed with the level of interest that was shown by the people in the room. The difficulty, again, somewhat similar to 
the federal/provincial level is you had people from several different departments within the Ministry of Health, but a difficulty 
figuring, well, you know, who would do this, where would it go, how about the Department of Finance, do they need to be 
involved as well, so it’s a bit difficult getting these people to move to the point to actually figure where do you put such a person, 
and who would he or she work with, you know, where would you structure such an office. But, we’ve got now a subgroup of 
our task force, along with GPC figuring what our next steps need to be to follow up on that initiative because there was strong 
interest in that group in bringing this thing forward. We also, Gery Berry at one point had a meeting with Senator Kirby as well 
to try to get his support on this thing as well. Unofficially, he’s kind of given it, but we need to do more there.

We also had two appearances before the House of Commons Finance Committee. This was actually on a slightly different con-
nection. Diana Blonski, as you may know, is the Conservative member for one of the ridings here in Calgary. She put forward a 
private members Bill in Parliament, called the Chief Actuary Act, which was actually meant to take the role of the actuary as it 
supports the CPP, and the employment insurance, and old age security, and various other things under the federal jurisdiction, 
and create a separate office reporting directly to Parliament of the Chief Actuary, rather than where it is now, which is stuck inside 
OSFI. So, she asked for our support in this Bill, and so we were delighted to give it. I testified twice at the House of Commons 
about that, and she agreed that we stuck in this whole health thing within our presentation. And, so again, so there was some 
interest in the House of Commons, but again, that’s just a committee, and private members Bills, as you all know, tend to go 
nowhere. This one actually passed second reading, which was fantastic, except it then died when the election was called. So, 
it’s now dead. We’ll have to resurrect this again if we can in future.

Jeffrey Simpson was at the society meeting, or sorry, at the institute meeting down in October. We managed to get a mention in 
his column about a week later, and about this whole health care issue. We then had an OpEd piece in the Globe & Mail about 
two weeks ago. Gery Berry wrote an excellent piece, and this was again with the help of our new public relations firm. We weren’t 
sure what kind of reception it would get, you know, would the Globe just say, well, thanks very much, but, you know, it’s not of 
interest. They grabbed on it right away, and a day later it was published, and so again, that was a good positive step forward.
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So, as you can see, our strategy has been dealing with governments on the one hand, now trying to do more through the public 
on another to try to get pressure onto the people that we need to.

So, going forward, I’ve mentioned GPC a couple of times, they are both our new media consultants and our new government 
relations consultants. I believe a huge improvement over what we’ve had before, and they’ve been instrumental in helping and 
marshal these arguments together, and I think that we’ll find them very good as we go forward. The follow up on past contacts 
is critical so we don’t let these initiatives merely die, and who knows what’s going to happen with the election, anybody’s guess 
right now which way that goes. Health care is clearly an issue. This would appear to us to be something that a party coming 
into power could say here is another thing we want to do to have a more sustainable system, to be more accountable. This is 
something that it seems to us would be a logical thing for a party coming to power to take hold of, and so it’s our hope that we’ll 
be able to accomplish that, but it’s still going to take more work.

We’re going to hear from Georges and Ian, but at the end of the session, we’d be interested in your views as well in here as to 
what else you think we should be doing. Okay, I think that was my bit. Now, unfortunately, we now have to change computers 
for reasons I won’t get into, so just bear with us for a second.

Speaker Ian Duncan: Thank you Dave. Thank you Jorgen. Thank you everybody. As you can see from this slide, I’m here 
representing the Society of Actuaries Health Care Practice Committee on External Relations, which I chair. I’m also an FCIA. I 
became a Fellow of the Canadian Institute in 1984, exactly 20 years ago. It’s taken me 20 years to get invited to speak to you 
on a platform, but I finally did it. …(laughter)… As you also see here, I’m sort of like a one-man external relations committee 
of my own. I subscribe to four different actuarial bodies. The fees become, or the dues become unreasonable over a year. I’m 
working on trying to get a volume discount, but I’ve not been successful yet.

…(laughter)…

I originally agreed to speak to you about the work that our committee has done trying to expand the role of the health care actu-
ary in the United States, and then I was asked, because everybody apparently is interested in some of the “fuss” going on around 
the recent medicare act in the United States, to spend a little time talking about that, and there are some lessons I think that we 
can draw from that experience. So, my agenda for today is to talk a little bit about US medicare and give you all a refresher for 
those of you who had to study it in whatever part it was on in the exams in those days - I’m sure you’ve forgotten. Talk a little 
bit about the US medicare actuary and his role, talk about the part D estimates, and the little storm that we’ve had in the teacup 
in Washington, and then finally get to the activities of the External Relations Committee.

Here’s the refresher. As you’ve heard, medicare is a US government program that covers all seniors, 41 million people belong to 
this program, more than the population of Canada I guess, 41 million, mostly seniors, there are a few people who are eligible 
because they’re disabled or have end-stage renal disease, but primarily it’s seniors 65 and over. Now, there are currently two parts 
to the benefit, soon to become three. Part A is an entitlement. This may all seem a little arcane, but trust me there’s a reason for 
mentioning some of these details. Part A is an entitlement. It covers in-patient hospital services, its non-contributory, everybody’s 
eligible for it, you don’t have to apply. It doesn’t require annual budgetary appropriations in Congress because it’s an entitlement, 
the money has to be found by Congress. The design of it is bizarre. Those of us in the insurance business would think that a 
benefit ought to be designed to cover increasing risk. In fact, the design of the hospital system, hospital benefit works the other 
way - the greater, the longer your length of stay in the hospital the smaller your proportion of benefits that gets covered. We’ll 
come back to that again in a moment.

Part B is elective. There’s about 90% participation in it, 75% of it is financed through general revenues, which means that congress 
has to vote on it every year, 25% is financed through contributions from people who elect to take the benefit.

There used to be a Part C. At the late 1980s, congress, owing to this pressure from seniors who said we have no drug benefit, 
and this hospital benefit makes no sense, passed this Part C. Congress made a big mistake. They said, fine, we’ll give you this 
benefit, but you’ll have to pay for it. Well, the benefit lasted I think less than a year. The chairman of the House Ways and 
Means Committee got beaten up by seniors physically, and it was repealed I think around about 1989. So, there’s a lesson to 



Does the Actuary Have a Role in Medicare? (G3-PD)

Proceedings of the Canadian Institute of Actuaries, Vol. XXXV, No. 2, June 2004

be learned from this, those of you that want to get into this business that, you know, woe betide you if you try to make people 
pay for their own health care insurance.

And finally, 1989 I think was when part C was repealed. Early this year, part D, the medicare Improvement and Modernization 
Act was passed, which does provide drug benefits. It does some other things as well, which if we have time I’ll get into. It’s 
going to be elective. It will be contributory. People will pay about 25% of the costs as premiums, and the rest will be covered 
by the budget.

George Bush did a smart thing. Nobody had been able to pass this Bill until George Bush got involved. Because this is a budget-
ary appropriation benefit it requires that congress stick to its own rules. Now, the US Congress has very few rules, but it does 
have this rule that says, if we’re going to spend more money on something we have to find that money somewhere else, decrease 
something in order to increase this, and that was one of the reasons that nothing had happened for a while. George Bush took it 
on himself to say, as long as this bill comes in at $400 billion over the next ten years or less, I will personally spend my political 
capital making sure that you guys get covered for this. And congress said, well, fine, thank you very much, we’ll design a benefit 
that will come in at just under $400 billion.

Now, talking about the financing of medicare - part A is financed from taxes, we all pay about 1.5%, and employers pay about 
1.5% of payroll each. The annual expenditure on the hospital benefit is about $150 billion a year. Part B comes in about $125 
billion. This is covering mostly physician benefits. And, as I said earlier, people who elect to take the benefit pay a monthly pre-
mium that’s about $66. Part D, the new drug benefit is expected to cost around about $37 a month for those who elect it when 
it comes fully on-stream in 2006, and will result in about a 25% increase in the cost of the system. Now, historically, revenue 
and expenditures have been about in balance. Obviously, this is going to change going forward.

So, that’s the background, those of you who needed the refresher, against which, or in which the medicare actuary operates. 
Medicare law provides that there be this person called a medicare actuary who reports to the medicare administrator. Important 
point - the medicare actuary reports to the medicare administrator, who is currently Mark McClelland, and until very recently 
was a man named Scully, Tom Scully - both of them political appointees by the Bush government. The medicare actuary’s role, 
he does three things, responsible for three things. One, he renders an actuarial opinion on the methodology and assumptions 
used in doing these trust fund projections. So, a trust fund is established, there are trustees of the medicare trust fund, and the 
actuary does not opine on whether the fund is solvent or not, he simply says that the assumptions and methodologies that have 
been used are reasonable and in accordance with generally acceptable actuarial principles.

He does projections of the overall direction of the, financial projection of the trust funds into the future, both short range ten 
year and long range 75 year, and their impact on the overall economy. There are two things in the United States; I don’t know 
if this is true in Canada, that everybody gets exorcised about. One is what percentage of the total GDP is paid in health care 
expenses. Now, frankly, I was brought up as an economist, and if people want to reveal their preferences by buying health care 
rather than McDonalds, that seems like a reasonable choice, and so if the number is 16%, as it is in the United States, I think that’s 
reasonable and I wouldn’t get too excited about it, but it’s a big political debating issue in the United States that this number is 
as high as it is. The other thing that people get excited about is the rate of increase, the annual rate of increase, and the medicare 
actuary makes some projections of that, and that is a reasonable number I think to become concerned about, because again, 
having been trained as an economist, if I see rates, prices increasing at a rate that’s much faster than general inflation, what this 
tells me is that there’s a mismatch between supply and demand, and there aren’t enough resources devoted to the particular area 
and something ought to be done to match supply and demand a little bit better.

And then finally, the medicare actuary does some consulting work to the executive branch, again stress executive branch of 
government about potential programs and potential program changes.

Now, an interesting fact that you might find amusing, although the medicare law provides for this person called the medicare 
actuary, you don’t actually have to be an actuary in the sense of having one of all those sort of credentials that we collect along 
the way in order to fill that position, and it’s said that the medicare actuary did not resign during this current fuss, primarily 
because he was concerned that if he resigned he would be replaced by a non-actuary health care person who had health care 
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knowledge, but wasn’t actually a member of one of our august bodies. So, he stuck to his job, and as far as I know is still stick-
ing to his job.

Now, unlike social security, which on balance requires, I think, much more actuarial training and skill in things like demograph-
ics, mortality, financial projections, all the things we learned in pensions, the skill set required for health care projections is 
different I think, and it’s much more multi-disciplinary. This is one of the lessons I’ve learned practicing in the United States is 
that we have our own particular view of health care and health care costs, but we’re not the only people with a point of view, 
others have just as valid points of view. An example of this is the current fuss over the part D estimates.

Now, you remember, the executive branch, when it said you could have this drug benefit, set a limit of $400 billion for the new 
part D benefit, and congress said, fine, we’re allowed to spend $400 billion, we have this designed, they passed the bill, everyone 
was, well, not everyone by any means was happy - there was a considerable amount of debate about it. The legislative branch 
had to approve the benefit, and they did. The cost estimates weren’t important per se I don’t think. What they were was a sort 
of a proxy for a much more fundamental debate that was going on.

When you think about the two forces that work in the United States, are those who on the one hand want to bring more mar-
ket forces to bear on health care and health insurance, and they managed to get into the Bill a couple of things like the health 
spending accounts, which are a free market approach to trying to control expenses, and they fought tooth and nail to maintain 
independence between the drug benefit and the pharmaceutical companies. So, there was not going to be a centrally directed 
drug benefit in the same way that there is for either hospitals or physicians. In the United States, medicare administers these 
programs, they set the prices, they try desperately to control the volumes as well, but they set the prices that are paid to suppli-
ers on both the hospital and physician side. And on the other side, the people who are arguing against the free market, which 
I think is the right way to approach this, people who want to control through some sort of central means, and apply the same 
sort of model that they have for hospital and physician to the pharmaceutical companies, and start approving certain drugs that 
are covered, and the price that the government will reimburse for those drugs. So, there’s an intense battle that went on for a 
very long time, is still going on between these two approaches to solving the health care problem and all the fuss and bother 
about whether it’s $400 billion or $500 billion is simply a sort of a proxy for the real battle.

Now, congress, because it has to keep to its own rules and can’t spend more money than it’s allowed to spend, gets this thing called 
scoring from a body called the Congressional Budget Office. The Congressional Budget Office consists primarily of economists 
and low and behold, the Congressional Budget Office came out with a projection that said it’s going to be $398 billion over the 
next ten years. After legislation was passed, it was discovered that the medicare actuary had done this projection that came in at 
$534 billion, and everybody said, oh my God, this is terrible. And, if you could administer a truth serum to congress, which of 
course you can’t because it’s not a covered drug under the, …(laughter)… but if you could administer a truth serum to congress, 
they would all tell you that what they really want to do is spend more than $400 billion, more than $534 billion, they really 
want to spend even more, but they’re all getting exorcised because this Bill is going to cost $534 billion, and not $400 billion. 
So, there’s been a great deal of discussion around it. But, because there’s been public testimony, which is very interesting if you 
get hold of it and read it, it’s possible to analyze and understand the debate.

Now, we’ve got to the point in the program where there’s a quiz for those of you who’ve been paying attention up until now. 
Let’s say you’re an actuary, and you’re designing a new drug insurance product for seniors. It’s going to provide a 75% benefit 
after a $250 deductible to a maximum claim of $2,250 a year. The monthly premium your marketing people have told you can’t 
charge more than $35 a month, and we’re selling this into a market where 34% of people, about a third of the people already 
have rather generous drug coverage provided by somebody else, namely their employer, and a whole bunch of people have 
also bought what’s called Medigap Insurance that provides some drug coverage as well. So, the question for you is this, what 
participation out of the 100% of people who you’re going to offer this benefit to, what percentage of the people do you expect 
to take the benefit, to pay their $35 a month? Now, let’s have a show of hands. Who thinks it’ll be 100%? 94%? 87%? And, the 
rest of you don’t know? Okay. So, most of you don’t know. And, if I gave you one more piece of information, remember there’s 
a part B benefit, physician benefit where the premium is $66 a month, and 90% of the people who are eligible for it buy it. 
Anybody want to bet on 94%? Any more takers? 87%? Okay.
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Well, those of you who said 94% are voting with the medicare actuary. Those of you who said 87% are voting with the Congres-
sional Budget Office. Me, I don’t know. I’m just going to wait and see what happens. …(laughter)… But, it does point out, there 
are other reasons why there’s a $400 billion versus $534 billion estimate, but this is the primary driver, that they have different 
assumptions, and you know, those of us in actuarial work, and particularly consulting actuarial work are used to this kind of 
situation, but of course, we don’t always work with the government, so it doesn’t become this political.

There’s a lesson though, I think, well, a couple of …(laughter)… lessons to be drawn from this. This, for a medicare actuary 
who’s caught in all the middle of this, he’s just doing his job, but there are other forces at work. Politics is highly political. Are 
you sure you really want to get into this business? But, if you do, you know, make sure you know who the client is for the 
medicare actuary, who he reports to, and exactly what his job description is. Because a lot of the fuss has come about because 
he reports to the administrator of medicare, and the medicare administrator said don’t release that report. So, you can do this, 
but just be very careful about how you set it up and how you regulate it, what the regulations are in order to avoid some of 
these political hassles.

I think there’s another lesson in this for all of us, which sort of gets to the second part of what I wanted to say about what we’re 
doing on the Society Committee. You know, gee, wouldn’t it be nice if somebody out there had actually done some research, 
some actuarial research, published something that said, we’ve done a study, and in a choice situation where people are faced with 
different premiums that they could pay for a benefit, you know, if the premium is $25 then 95% of people take it, and if it goes 
up to $50 then so many people take it. There was some research done, some theoretical research published by Chuck Fuhrer 
and Arnie Shapiro - I think the late 70s or early 80s, on the theory of this, but I’m not aware of any practical stuff that’s been 
published, and it would be awfully useful in precisely this kind of situation if the actuarial profession had published research 
to back up the work of people like the medicare actuary.

So, this is our External Relations Committee of the Society. I’m sure you don’t know any of these people except Jorgen. Most of us 
are consulting actuaries. Kara Clark is the society’s star Fellow for health care. There’s a couple of academics, and one representa-
tive of an insurance company, and there used to be a government regulator, but he had to resign due to pressure of work.

We’ve set ourselves a couple of objectives to promote the role of the health care actuary, and to encourage interdisciplinary col-
laboration between actuaries and other health care professionals, particularly health care economists, health services researches, 
other financial professionals, epidemiologists, clinicians, and so forth. We’ve given ourselves some target organizations. I won’t 
bore you with the list, but the Canadian Institute of Actuaries is on there, and genuinely, the Society and the Academy are both 
thrilled that they had an opportunity to speak to you today.

I asked the committee when I started this as chair to think about some strategic issues, and I think these are things that you 
want to think about as well when it comes to the role of medicare actuary in Canada. Number one, we compete with many other 
professionals in health care finance. What differentiates actuaries from the pack. What do we have in our toolkit as actuaries 
that is unique that we can offer to our clients. And then, how can we get the word out and so forth obviously.

Some of our activities to date; we’re collaborating with a number of organizations. We had a joint seminar in risk adjustment and 
predictive modeling. It was very successful, attended by over 150 people in Chicago in April. We’re sponsoring a similar one 
at the end of the year with another group called the Health Care Financial Management Association, which consists mainly of 
people who work in controller, CFO type positions in health plans. We are currently going on a call for papers for a symposium 
probably next year, looking at the change in focus within the US health care system from an acute based, or maybe more of a 
surgical based, acute based system to much more focus on chronic care - a lot of interest in this area in non-actuarial health 
care circles.

We had a very successful meeting in New York with all sorts of different groups, including society groups, the Robert Wood 
Johnson Foundation, and the Commonwealth Fund, which are both groups that finance research in health care. Gery Berry was 
there, and the Greater New York Hospital Association. And so, we’re beginning to talk with all these outside groups about how 
we can collaborate, how we can do joint research and symposia. We had a successful drug benefit symposium at the society’s 
Anaheim meeting, 150 attendees, multi-disciplinary, Canadian representation by a gentleman - and I’m sorry I forget his name 
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- from the University of Victoria, who gave a very well received paper on substitution of generic pharmaceuticals for the other 
kind.

We’re planning another symposium we think in 2005 in connection with the annual meeting, and we’re looking for topics that 
can be multi-disciplinary within the actuarial profession, and one that has come up, which seems to intrigue people, is the 
notion of individual financial responsibility, and how you manage your own individual financial risk using insurance products 
that are available to you. This is much more of an issue obviously in the United States, where more responsibility devolves upon 
the individual to take care of themselves, but this may interest you all. Kara Clark spoke to the Academy Health Conference a 
week or so ago.

We’re also trying to promote more research. The society is considering a new practical papers journal. If you practice in health 
care I think there’s been one paper in the North American Actuarial Journal in the last, well, as long as I can remember on 
health care. It was Harold Bolnick, and it was about international health care. There’s just, there’s a desert out there of research 
by actuaries in health care, and we need to do something about that.

We want to get more recognition for the profession, and that means publishing more, so we’re looking to bring out a third 
edition of a book by Harry Sutton, which is much used in the US, or was much used at one time on issues of how to deal with 
basically risk within health plans. And then, I’ll put in a plug for my own personal favourite, the Applied Actuarial Research 
Conference. We held one in March of this year in Orlando. There was a good representation from actuaries and non-actuaries 
around health care. We’re going to do it again in March next year in Orlando, and I’m hoping that we can do a separate sort 
of one day on health care research methods to equip actuaries who might become more involved in health care research with 
some of the methods that they might be able to use.

So, that’s, as you can see, a busy time for all of us, and with that I’m going to turn it over to Georges.

Speaker Georges Kephart: Thank you. That’s a nice segway actually into my presentation, because I’m going to talk a lot as 
well about the need for interdisciplinary involvement in the role of actuaries. As my title showed, I’m going to be providing an 
outside perspective, and I thought I’d start a bit by explaining to you a little bit about who this outsider is who’s giving you a 
perspective.

As Jorgen mentioned, I’m a demographer by background. I have a PhD with the folks in demography from the University of 
Wisconsin. I’ve had a bit of a humbling moment though, I was thinking about, you know, what is a demographer, and realized 
that all it really is is kind of an actuary who doesn’t care how much it costs or whether you can afford it. …(laughter)… So, 
that’s kind of a bit humbling. But anyway, with that said, I’ll try to offer something of worth.

But, I found myself about 12 years ago, for family reasons, moving out of my nice cozy academic environment where I got to 
hang out and only talk to other demographers. We’re not too good at socializing with other folks. But anyway, I found myself 
in an epidemiology department in a medical school in Canada, with a lot of expectations that I use my skills to enhance health 
services and health policy research. And I’ve been immersed in that for the last 12 years, primarily looking at issues around, 
a lot of issues around drug policy and evaluation, in fact, looking at the effective user fees on drug use, looking at equity and 
access to health care, to what degree have we eliminated socioeconomic barriers in Canada. And, in the last number of years 
my big area is health human resource planning, so trying to forecast the need for different types of health professionals, and 
also needs based resource allocation, how do provinces decide how to allocate financial resources between different regions in 
the province.

Now, through this, I’ve learned some important lessons that I think are applicable to actuaries thinking about their involvement 
in medicare. The first thing is to realize just how foreign the perspective is from what you take, to the way people in medicine 
and health tend to think about their problems. They tend to be very “cause and effect” oriented, thinking about individuals rather 
than populations. And yet a lot of the issues around health care involve a population focus, and yet we have this huge volume 
of research that’s focusing on what is the effect of this drug versus that drug, what’s the cost effectiveness of drug A versus drug 
B. Those aren’t issues that necessarily help us to think about population perspective about sustainability in the system.
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But, the other big lesson I’ve learned is something that Ian has alluded to as well, which is that I bring one set of skills, and I 
have to combine those with other people’s skills. I rely completely in almost all of my work on collaborations with clinicians, on 
collaborations with economists, on collaborations with other social scientists, a wide range of skill sets are required to address 
many of the hot topics in health care.

Now, for the remainder of my presentation what I’d like to do is focus on three things. First of all, I want to just offer a few 
comments on my general impressions as an outsider on the strategies that are currently being used by the CIA, stuff that David 
presented. A lot of that material was shared with me before as I was preparing my presentation. Second, I’d like to identify what 
I consider to be some of the hot topic areas in which actuaries could be making major contributions in Canada. And third, if 
you’re going to take a multi-disciplinary approach I’d like to talk a little bit about who are the potential partners and points of 
entry into the system that you haven’t explored to date.

First of all, general impressions - the first one is one I’m not going to have a hard time convincing anyone of here - the lack of 
involvement of actuaries in Health Canada and provincial departments of health is really quite remarkable. It’s a bit mind bog-
gling. I guess I’m also a bit mind boggled that I hadn’t thought about it that much until fairly recently, until I came into exposure 
with actuaries who are addressing this issue. But, in terms of the CIA’s efforts, I would say that the current efforts that David 
talked about need to be supplemented, and they need to supplemented by very active involvement by actuaries, in conjunction 
with others, in providing solutions to some of the hot issues of the day. And this is going to have to be done in multi-discipli-
nary environments, in which actuaries are going to have to find ways to engage themselves with other types of professionals in 
terms of addressing those hot topics.

So, first of all, what are the hot topics. It came to my attention, I got an e-mail here a while ago, and there was a draft report 
from something called Listening for Direction II, and you kind of expect music with it or something, but this is a consultation 
effort that involves a number of organizations in Canada. The Canadian Health Services Research Foundation and the Canadian 
Institute for Health Research, which are the two major research bodies funding health services research in Canada. Also, the 
Canadian Institute for Health Information, which manages, sort of mandated federally, with managing health information, and 
the Canadian Coordinating Office for Health Technology Assessments, which is in charge of evaluating the cost effectiveness of 
new technologies. And then, something called the Committee on Governance and Accountability, which is an advisory committee 
for the deputy ministers of health. So, there’s a lot of different partners involved in this, and they’ve sort of had a traveling road 
show going the last year trying to identify what are the priority areas that research funding agencies ought to be focusing on. I 
thought rather than listing my own priority topics this would be more ideal, because it represents a lot of input.

So, what are some of those priority areas, the listening for direction in priority areas that actuaries could be involved in. The 
number one area that’s been identified, and it was identified five years ago as well, is workforce planning, training, and regulation. 
And this is really the issue of what is the volume and mix of human capital resources that will be required to meet future health 
care needs. And of course, the huge financial aspect of this, because health care professionals are the major cost component of 
health care.

There’s also a lot of concern about the changing workforce demographics. In particular the increase, for example, increased 
involvement of women in medicine, and how that’s changing the workforce configuration. And a huge focus on the need for 
integrated forecasting models. We can’t focus on forecasting models for physicians, and a separate forecasting model for nurses 
- we need an integrated forecasting model because of increasing requirements for mixes of health professionals.

If actuaries are going to be involved in this area, they’re going to have to build heavily on the work that’s already been done in 
this area. And, this is an area that actuaries could immediately jump into with lots of ideas, and I’ve seen some materials from 
actuaries on this area, but they’re going to have to build on the existing work. For example, some of the things that have been 
focused on, people have learned through empirical experience that you can’t use utilization based approaches. In other words, 
you can’t take current utilization by age and sex, layer it on top of population projections and come up with a picture of what 
the future’s going to look like. All we have to do is look back in past years and see that it doesn’t work. Utilization is not the 
same thing as need, and need’s not the same thing as demand. And, if we’re going to take a needs based approach, which we 
agree we generally should, then we have to focus on how do we measure need, not utilization. So, obviously demographic shifts 
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in population are important, but the big driver of changing needs to a fair degree is chronic disease trends, and then how we 
manage those trends, what are the disease management strategies that we can use. We also need to understand the cost implica-
tions of alternative resource deployments. In fact, and we look at the whole primary care area, we’re looking at well how do we 
change the way physicians practice and provide a mixture of other types of health professionals. We’re talking about offering 
different baskets of services, and this whole issue of productivity is a huge issue, and the productivity of health professionals 
changes all the time with new inputs on technology, and inputs of other health professionals. So, the modeling and forecasting 
has to take these things into account, and if actuaries are going to contribute, they’re going to have to build on the work that’s 
been done in this area.

Another huge issue of interest is identified as a top issue through this consultation process, is management of the health care 
workplace. What are the threats to a safe and healthy workplace. Huge interest in disability, a huge interest in sick leave, as 
well, but you know, actuaries right now could be addressing a hot topic by figuring out how to engage the data that you have 
within your companies and your systems, as well as your modeling strategies to look at disability risks and LTD termination 
experience for health professions, and you’d want to be saying how is that changing over time, with some specific focus on 
health professions, huge topic for generating tremendous interest.

Waiting lists - it’s called timely access to quality care for all, but this is basically the issue of waiting lists. How do you model and 
manage wait times for different kinds of procedures. It occurs to me when I thought about it, this is a problem ideally suited 
to actuaries. What are the health resource requirements, instead of financial requirements to manage that risk. What is the 
distribution of potential loads on a system given the size and attributes of the population being served. It occurred to me that 
we can think of the waiting list problem in the Canadian context, think of it as a bunch of small insurance companies with no 
re-insurance, okay. The question is they, you know, they have fairly small human capacity, and how well equipped are they to 
manage regular type fluctuations that occur in the system. What kind of, from a management point of view, what kind of risk 
pooling strategies are there. This is a big issue that I’ll come to in a minute out of the Naylor Report that was issued on SARS, 
after the SARS case. The big issue was how do you move health professionals from one place to another, how do you ensure 
that you’re able to move that human capital to where you need it.

Big issues - this is another big issue identified in this report, sustainable funding and ethical resource allocation. The big issue 
facing the reforms in medicare are how to define the services to be covered by public funding, how do we define what the revenue 
requirements for those are? So, what is the incremental cost or cost reductions of changes in services covered. Certainly in the 
areas of adding, the areas that aren’t currently under medicare, pharmaceuticals and home care. But this also delves down into 
particular types of health technologies. For example, the new Alzheimer’s medication is really a big issue. Regional allocation of 
resources is another big issue; how do we determine how federal transfers, for example, for health care ought to be allocated.

Another big issue - one that there’s a lot of talk about, and we haven’t seen a lot of action, but one about governance and ac-
countability. This is really a lot of the stuff that a lot of the previous speakers have talked about, but I would say that one of 
the big issues is can you develop performance measurement tools that would focus on the financial sustainability. I would say 
actually coming out with standard indicators or standard measurement tools that could be proposed for, that could be issued 
on a regular basis for provinces on their financial sustainability would be well received.

Other big issues are in the regionalization of health care services. There’s a big debate around should resources be distributed 
more broadly geographically or more concentrated. Concentration helps with waiting times, because you get that law of large 
numbers thing, you’re better able to manage your risk, the fluctuations in demand that occur, but on the other hand, it raises 
access issues, a big issue, for example, on cardiovascular surgery.

Linking public health to health care services - modeling the effective disease prevention and health promotion on health care 
resource requirements. There was a presentation from Atlantic Blue Cross on this yesterday, talking about workplace environ-
ment, because it’s a huge issue in Canada. In order for governments to be able to justify their re-investment in disease prevention 
and health promotion we need modeling to understand what is the return on investment, okay.
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Another huge issue identified in the Naylor Report, also identified in this report is this issue of surge capacity around infectious 
diseases. What are the human resource requirements, and financial requirements to cope with the new influenza pandemic that 
may eventually come.

A few other hot issues not identified in this report that occurred to me are particularly important - a huge one is catastrophic 
drug insurance. Over the last month and a half, when I’m dealing with different provincial governments I’ve made a point of 
asking them, you know, do you have any actuaries involved, do you consider looking at actuaries, and the number one thing 
I’ve heard is involving actuaries in planning around the potential for catastrophic drug insurance system. New Brunswick has 
engaged an actuary to do this. Nova Scotia is saying, well, we anticipate that we’re going to need to engage actuaries to do this. 
Something that I imagine the CIA could do a pretty good job of pretty quickly without a huge investment of resources would 
be to come up with some recommendations and planning information around catastrophic drug insurance for the provinces. 
They’d be very receptive to that at this point.

Another big issue is alternate payment models for physician services - people trying to move away from fee for service in dif-
ferent provinces, particularly those interested in capitation payment systems.

Now, those are hot topics, and those are the things where I think actuaries could contribute, and where you would receive the 
greatest reception at this point in time. Now, how about partners - what are the potential points of entry. The first thing I need 
to mention would be the two main funding bodies that are funding research in this area - in particular the Canadian Health 
Services Research Foundation requires partnerships. In fact, they have a mandate to get researchers out of their academic en-
vironments and make them network with other professions and with decision makers. And so, researchers being funded by 
the Canadian Health Services Research Foundation are required to have other partners. It would be very well received to have 
partnerships with the CIA, and/or with the insurance industry to address major issues that are being funded by the Canadian 
Health Services Research Foundation.

CIHR, the Canadian Institute for Health Research – another, the main funding body for health research in Canada, is made of 
a set of component institutes. One of them is the Institute for Health Services and Health Policy, and that is one that actuaries 
should be more involved in.

There’s also a new association that actually grew out of the Canadian Health Economics Research Association. There was a rec-
ognized need to have a major association for health services and policy research in Canada. They had their first main meeting 
this year. It’s a very large organization. It’s commonly referred to as CASPER, by its acronym, as in Casper the Ghost, but the 
Canadian Association for Health Services and Policy Research has an annual meeting, okay. I would suggest, for example, if 
actuaries were going to have a section on public health care, that you would probably like to do that in conjunction with the 
annual CASPER conference. And, it is a place where actuaries should have visibility. There should be actuaries presenting at 
that conference every year.

In terms of collaborators, there are a series of health services research and policy research centres across Canada, most of them 
are provincially funded. For example, in Ontario there’s the Institute for Clinical and Evaluative Sciences, which receives some 
$4 million a year from the Province of Ontario, has close affiliations with the University of Toronto, and there would be a natural 
place to look for partnerships and collaborations. The Manitoba Centre for Health Policy, the Centre for Health Care Policy and 
Research at the University of British Columbia - those are all examples. The Population Health Research Unit, which I am the 
director of in Nova Scotia would also have numerous projects that would be keen to have actuaries involved in. The Canadian 
Institute for Health Information, I understand there’s been some brief interactions with them, but given that they are sort of 
the major body in charge of health information in Canada with that mandate, and received a considerable amount of federal 
funding, that’s a natural place to try to involve actuaries to a greater degree. And obviously, there need to be presentations and 
raising the awareness of actuaries before the Committee on Governance and Accountability, which this advisory committee is 
to the deputy ministers of Health.
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Just a couple of last slides here, just a couple of quick concluding remarks, just for a summary of my main points. I think why 
aren’t actuaries involved now? I think the answer to that is that actuaries have been too isolated in traditional industries, pension 
plans, and academic programs. You haven’t had much need to interact outside of that environment.

Also, in order to succeed in doing that you need to apply and demonstrate the value of actuarial skills and perspectives to the 
hot topics of Canadian health policy. By so doing, what you’re going to do is convince other health professionals of the value of 
your tools, and I firmly believe that if we’re going to have an oversight body, it can’t just involve actuaries. Actuaries are ideally 
suited to deal with the financial accountability issues, but not, for example, the health outcomes accountability issues, so it’s 
going to need to be a multi-disciplinary approach.

There needs to be increased involvement in multi-disciplinary teams in multi-disciplinary environments. And the other thing I 
would suggest is that there’s huge potential for expanded provision of data and support to health services and policy research. I 
give my example of disability experience among health professionals - huge topic area. The insurance industry has huge amounts 
of data I’m sure that could be brought to bear on that, and you have people like Jorgen, so for their tons of work around long-
term disability experience would have a tremendous amount to contribute, and would greatly further the understanding in 
that area. Thanks.

…(applause)…

Moderator Have: Well, thank you very much. This has really been quite enlightening, three quite different perspectives. Now, 
we have time for a few questions.

Sheldon Laveman: Hi. My name is Sheldon Laveman. A couple of comments and questions, just scribbling this down for the 
group - I was trying to recollect in my earlier studies what is the statutory division of labour between the federal government 
and the provinces with respect to health care, and like who’s accountable today for doing all the stuff that, you know, we think 
actuaries should get involved in and help with. And then, I thought a bit more broadly; this is really kind of a massive change 
management exercise, like we have to figure out, the points of entry were mentioned, who are the people that will be impacted 
both negatively and positively by an actuarial involvement, and how do we go about influencing those people and organizations, 
and you know, whether it’s bureaucrats, politicians, etc., and I wondered if there were some comment about that.

And then the second piece was, you know, we probably almost all of us have had some level of experience with the Canadian 
health care system, and I wonder if people on the panel have had any particular personal experiences that have helped shed light 
on the best way to go about this. Sometimes, the things we hear about in the media in terms of, you know, lack of technologies 
or waiting lines and such are sort of, it’s hard to know how much of that is truly based in fact, and whether there are other con-
ditions we’ve experienced that could be again good influencers, good entry points, and I think it’s something GPC could really 
help with if there were other examples where we could sort of enter because of false, or faults in the system.

Moderator Have: Do you want to respond to that Dave? There was a lot of information there.

Speaker Pelletier: That’s a lot of questions. …(laughter)… I’ll try to see if I, I think I scribbled them down quickly, but I usually 
can’t read my own writing anyway. First of all, in terms of division of responsibility between the two levels of government - the 
federal government is basically a funder, okay, I mean, like we have a lot of our tax revenues that go to the feds, it’s the provinces 
that have to deliver, and that’s one of the causes of all this concern within Canada. And so that’s why we’ve had to aim at both 
levels because we think it is basically a national issue, but because of the difficulties the provinces have with the feds controlling 
what the provinces have to deliver there’s all sorts of issues around that. So, it’s really both is the answer.

In terms of people that are, of who’s doing what we think we should be doing - part of the, I guess the real answer to that is 
nobody. And there’s all sorts of good, good people out there doing lots of good things, as Georges said, there’s lots of good 
demographers, health economists, all sorts of people, but they don’t have the background and training the actuary brings to 
help bring it all together, make use of the wonderful things the other areas are doing, and bring it together in a way that can be 
properly used to assess implications of decisions made today. You know, we’re not health outcome specialists, as Georges said, 
but we can help get at the financial implications better than anybody else can, so it’s really not being done.
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In terms of people that will be affected positively or negatively by say our getting into this - I think years ago, in the past, I think 
as we began to talk many years ago about getting into health care, we were too reluctant to do what Georges has identified as 
finding the key players to work with. I think too many people in our profession somehow said, oh, those bloody health econo-
mists, they’ll never let us near the thing, or those bloody bureaucrats, and that was a real mistake, okay. We should have been 
identifying, doing a better job identifying what we bring and how we can add to, add value to what they do already, rather than 
thinking in our own minds they’re the enemy, and that’s going to generate a feeling on their side, well, we’re the enemies. So, I 
think that was a bad mistake, and so I don’t see enemies out there. I see people with which we can be aligned, and I think the 
kinds of people that Georges mentioned and the analogous ones that Ian mentioned in the States, I mean, those are all people 
we need to partner with.

Speaker Duncan: There is a sense that once you become an actuary and you’ve done all those exams and you have all those 
letters after your name, people should come flocking to your door for your opinion. That does not happen in health care.

…(laughter)…

Speaker Kephart: You know, in terms of the accountability issue, yeah, I agree with David. Essentially nobody is in charge of 
it. Who sees themselves in charge of it is provincial departments of health, okay, and Health Canada, CIHI also to some degree. 
The problem is that there’s a great political tension, people are afraid of evidence. They’re afraid of accountability, and one of 
the big cultural changes that’s having to take place in Canada is governments being willing to be accountable, and that means 
having the research and having the evaluation done at arms-length from themselves. There’s a great deal of variation between the 
provinces and the degree to which they are open to that external accountability. Provinces like Manitoba, for example, Manitoba 
or Ontario have setup very arms-length, very independent research and evaluation groups that are very well funded that crank 
out incredible amounts of good evaluation work. Interestingly almost none of it involving actuaries, and none of it really deal-
ing with financial sustainability most of it focussing on outcomes. Other provinces want to keep all that in-house. They want 
to keep in the, Alberta is a good example. Alberta doesn’t particularly like having that stuff outside of its government. So, part 
of it is transforming that culture.

In terms of the advocates for external accountability, the strongest advocates you’d find in CASPER, in this new association, 
because it’s made up of a lot of the researchers that are involved in these agencies, it’s involved with a lot of private sector peo-
ple that are involved in external accountability issues, and there you would be joined by other people who are saying we need 
external accountability structures.

Moderator Have: Well, I guess I’m probably confusing the whole issue. We’ve gone through an election in Ontario, and we’re 
currently going through one in Canada, and McGuinty said, well, I’m basically in charge, and of course, if you listen to the leaders 
debating the other night, this is, whoever, you put one of us in there we’re in charge, well, everybody can’t be in charge.

Charles McLeod: Charles McLeod. Two questions for Ian Duncan. In the US, in the Office of medicare actuary how many 
actuaries actually work there, other than the medicare actuary himself or herself?

Speaker Duncan: This is definitely not my area of expertise. I’ll caution you with that health warning. I believe that the medicare 
Actuary has a staff of 30 or 40 people. How many of those are actually actuaries, they’re not all actuaries, but they’re not under 
resourced for what they do.

Mr. McLeod: Okay.

Speaker Pelletier: Incidentally, yeah, we did have the chief actuary of the US up here for a meeting with Ottawa about a year 
ago, and yeah, Ian’s number is right, it’s about 30, 40, maybe 50 people in total, some demographers, some health economists, 
and about 15 people that call themselves actuaries, yeah.

Mr. McLeod: Second question, maybe even harder is, (inaudible) historical, I don’t know if you were involved at the time, how 
did the office of medicare actuary get setup in the first place? Like, someone must have convinced the government that there 
needed to be a medicare actuary, who was it, and how did it happen?
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Speaker Duncan: Yes, you’re right, that is a completely impossible question for me. I’ve only lived in the United States for 20 
years, and it’s before my time, I’m sorry.

Speaker Pelletier: Again, simply because of the meeting with Rick Foster a year ago, there always has been an actuary within the 
US Social Security system for the pension side, and because the health piece came up within Social Security then they realized, 
well it was just sort of natural there be actuarial involvement in these cost projections, and then they kind of separated out the 
office of the chief actuary for the health piece about, oh, in the last ten years or so.

Mr. McLeod: Well, does that suggest in Canada then that given that there’s an actuary for say the Canada Pension Plan we should 
be sort of a spin-off from that, or even that department taking over the work?

Speaker Pelletier: Well, there’s, that’s an argument, in fact we’ve talked about, like there’s one for CPP why not for medicare. 
Part of the difference though is, again, the relationship between the provinces and the feds, different funding, different depart-
ment, different everything, and, but that certainly is one place we could advocate putting it, but the provinces would probably 
have it over their dead bodies.

Mr. McLeod: The states in the United States do, of course, operate Medicaid programs, which I suppose gives them a role 
somewhat like the provinces, and the states regularly interact with consulting actuaries, a lot of consulting actuaries work for 
the states. So, it’s not entirely clear to me why this ought to be sort of a regulatory or statutory person, and not just simply an 
opportunity for consulting actuaries to consult with branches of government.

Speaker Pelletier: Is this another ten part question?

…(laughter)…

Mr. Laveman: No, extremely brief. What is a health economist?

Speaker Duncan: Somebody whose background is economics, but who happens to specialize in health care. And, okay, you 
can grimace, but what they end up doing I think is, you know, obviously in the US, and probably true in Canada, we have 
huge databases of data, and so what they become is they become specialists in particular sources and use of data, and so they 
can apply some of the techniques like, you know, remember all those curves in the Samuelson textbook from economics 101, 
if you move this then that happens to price, so they apply those kinds of techniques to all this data that they have access to. I 
mean, it becomes a lot more sophisticated than that, and in fact, some of those techniques I think are very much of great value 
and very useful.

Moderator Have: Actually, for those that attended yesterday’s session, actually, Tom Brogan is probably one in that category. He’s 
an economist, and he actually worked 15 years in public policy before he started his own company.

Speaker Kephart: There are a lot of health economists in Canada now. They’re a very hot property. You get to write your job 
ticket if you’re a health economist these days. In Canada, there are a lot of them involved in doing drug policy evaluation. 
They are involved in all these major centres that I talked about. They will all have health economists. A lot of them are doing 
technology assessment. They’re doing cost effectiveness, cost benefit, cost utility studies of new health technologies. There’s a 
lot of them studying the major issues around sort of public versus private. They’ve done a good job of taking away the over-
simplification of that distinction, because there’s a lot of mixture in there, and doing a lot of studies on things like the effect of 
user fees. They do a lot of microeconomics, a lot of studying how economic incentives, or different incentives alter provider 
and patient behaviour.

Speaker Duncan: Just excuse me, but I also want to add one thing, because it comes to a question that I asked and I continue 
to ask people, what makes an actuary different in this area. Here’s one thing that I’ve observed from working with non-actuaries 
and economists - we all learn to reconcile data when we were actuarial students, you know, you don’t use data until you make 
sure that it reconciles to some valid external, hopefully published source, and there are a lot of people in health care who are 
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doing work on databases and coming up with numbers that don’t always make sense, and it’s because they have these databases, 
and they do stuff with it, but they don’t reconcile it, and it’s one of my pet peeves, and I think that sets us apart.

UM: Okay. Dr. Georges, your diagnosis and prescription was right on the money. For someone to demonstrate value they’ve got 
to solve important problems, and my question to Dave, and actuaries in general is, where are we going to find the actuaries to do 
this work who are going to take the personal risks to get into these fields where, presumably, you know, maybe the compensa-
tion isn’t as high as what an actuary should think they should get, so where are we going to find these people to do these, and 
it’s not just for health care, it’s for a lot of areas where actuaries can, you know, demonstrate their value?

Speaker Kephart: From what I see about sort of entry level, from my sense of entry level actuarial salaries, I don’t think the 
salaries are going to be that off. For people that are experienced actuaries a lot of the salaries being offered, at least in sort of 
full-time normal positions aren’t that great, but there’d certainly be a lot of consulting opportunity. Again, it’s not going to be 
a consulting firm that just consists of actuaries that’s going to be successful. It’s going to be consulting teams that are engaged 
with actuaries involved with other professionals, and you know, there’s definitely good financial return there. You know, in the 
area of health human resource planning, for example, there’s a lot of money out there for consulting teams, and they’re in quite 
high demand.

Speaker Pelletier: And, I guess, just to elaborate on that, we’ve actually had the same question in our task force, because as I sit 
on the task force, at least a few of us on it aren’t particularly adept in these areas. But, I guess a few points, first of all, the States 
has shown that there are, like something like 2,500 actuaries whose primary focus is health care, so they’ve taken basically the 
same skill set we started with, and have evolved it into health care, and so we should be able to do that. You can get that right 
off the Society of Actuaries’ database if you look for primary interest, and you can see there’s about 2,500 people.

Secondly, some of the traditional areas for actuaries in Canada are declining. All those mergers of health companies, and I mean, 
sorry, of life companies, even some re-insurers, you know, has to some extent reduced the number of positions available. On the 
pension side, it hasn’t been quite as drastic, but the defined contribution, sorry, defined benefit plan is not a growth beast right 
now, and so there may be some reduction going on there, you know, what more exciting area to enter than health care.

And, I guess, we as an institute would have to do a little more than we’ve done so far in providing better support I think for 
people entering that field, you know, look closely at our education as well, and maybe spruce it up a little bit what we’re doing 
in that area, and emphasize also what Georges has said several times is the fact that, you know, there’s a lot of good stuff out 
there being done by different people, different databases, different research, and part of what’s being done here is using the skills 
we already have in terms of model building, taking assumptions, taking data and making good sense out of it, and so we’ve got 
that skill already, but it’s getting to know and make use of the tools and so on that are out there.

Speaker Duncan: There are 2,500 or so actuaries who practice in health care, primarily in medical health care in the US. How-
ever, 98% of them - this is my guess, but I don’t think I’m much, that far off - 98% of them do one of two things - they either 
do pricing and product filing, or they do reserving. Now, what are those jobs. Those jobs are arms of the regulatory system. The 
number of actuaries who are doing anything outside of those two main streams is very small, and it requires, it does require an 
enormous investment on your own part to get into something different, because you’ve got to learn all this other stuff that’s not 
part of our normal bag of tricks, and there ain’t much of it out there, so you’ve got to invent it as you go along. And, the Society 
is, I think, trying to get, trying to sponsor some research, and you know, this chronic versus acute call for papers for example 
is something that Canadians ought to respond to from a Canadian perspective. We are trying to get more research going in the 
sort of non-traditional medical areas.

Moderator Have: Like Georges mentioned that him and I have talked a little bit about the resource model, and he was par-
ticularly interested in my LTD, the LTD termination tables that we put together, and it’s just a little bit of a chat with Georges, 
it became rather apparent that some of the models we use to model our own, in fact, insurance policies, or whatever, could 
actually, would with a little bit of modification quite readily be used to model health care resources and manpower. And so we 
sort of have, we have the tools, we need to tweak them a little bit, and we need to work with other disciplines, and I think it 
could work quite easily. I’ve actually had an opportunity to work with Workers’ Comp for quite a few years, so that was quite 
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enlightening because really in that environment I was probably, I think there was another full actuary in the whole building, so 
I was, you know, I was, actually, it turned out that half the time I was teaching people there about, you know, risk analysis, that 
seemed to be a big part of what I was doing.

How are we doing on time?

UM: A little over, but I guess we can take one more question.

Moderator Have: Okay.

Marc-André Belzil: It won’t be a long one. It’s Marc-André Belzil. I was just wondering if the committee has contacted Claude 
Gastonguay, who was basically really involved in the public health care system in Canada, and also more recently in Québec 
with the drug insurance plan. He might have some really good insights.

Speaker Pelletier: Yeah, it’s a good thought. We did discuss that at one point. I think, it’s been a while since he was heavily 
involved, and also he no longer carries the initials FCIA, which is a bit of a downer as well. So, for whatever reason, we looked 
at talking to various people, and he was on the list, but we didn’t go that route, but maybe we should have, yeah.

Moderator Have: Any other questions?


