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A Introduction 
That the topic "Future Trends in Actuarial Consultancy" 

is on the program of IACA 1982 is a challenge to us, (who after all, 
are in a profession which demands that we make studied 
judgments about future contingent events) to forecast with respect 
to our own activities. If this paper is considered alongside others 
on this topic written from different perspectives (be they differing 
by country/firm size/ consulting activity/or career stage),'then I 
hope that the reader will have a better feel for what may be in store 
for us in the years ahead. 

So that you may know my vantage point, my background 
is, in stacatto form, United Statedlarge firm/employee benefits, 
primarily pensions, internationahid-career. The views 
expressed are purely my own. 

Although in our work we are called upon to provide advice 
which is based upon projections extending in some cases many 
decades into the future, I am going to take the more risky course of 
attempting to predict trends only for a short, 10-year or so, future 
period. More dangerous, yes, because the longer the period of 
prediction, the more likely those predictions will have been for- 
gotten and therefore not shown to be wrong. So, 1 will forego the 
fantasy of forecasting that in some future century (or nearby 
decade?) the Buck Rogers'actuary will be wired to a machine 
which communicates instantaneously his thoughts (brain 
impulses) and which eliminates his need to work with the anti- 
quated media of pen and paper. Just think ofthe drudgery elimin- 
ated as the length and intensity of brain impulses are translated 
real time into charges for work being done and communicated that 
very instant. 

Back now to the more humdrum, if more comprehensible, 
environment of the 1980's and to some of the specifics which I 
believe are ahead of us. 

B Predictions 
1. Size and Shape of Our Profession 

Let us begin by looking at ourselves, or a subset thereof. In 
this case the subset chosen was consulting members of the Society 
of Actuaries in the United States and Canada. The intention for 
the choice was not parochial, only convenience. But since we are 
looking initially at numbers of consulting actuaries, I am on safe 
ground by stating that no other two contiguous countries have so 
large a total. We will look at the composition of the consulting 
actuarial profession in 1970 and 1981 as measured by the number 
of members (Fellows or Associates) of the Society of Actuaries 
who are involved with consulting actuarial work in the United 
States and Canada. I have based the analysis on the listing by con- 
sulting firm in the Sociefy ofActuaries 1981 Yearbook and on an 
analysis of the general membership list from the 1970 Yearbook. 
As with any classification, there could be differences ofopinion as 
to whether two different firm listings really represent the same 
firm or not. Moreover, firms involved with brokerage activities are 
included here in accordance with the North American tendency to 
group consulting and brokerage firms together; accounting firms 
were also in this classification. With those codicils stated, set forth 
below is a comparison of our profession's status in the United 
States and Canada in 1970 and 198 1. 

Society of Actuaries Members in Consulting Practice and  
Their Firms: S t a tus  in 1970and  1 9 8 1  

Ratio 
1 9 7 0  1 9 8 1  1981 :1970  

Number of members in total of 
which: 636 2,301 3.62 

Solo ~ractitioners 80 396 4.95 
In 2-member firms 60 72 1.20 
In five largest firms 179 704 3.93 
In 6th-loth largest firms 105 343 3.27 
In remaining firms 

(26 firms in 1970; 
80 firms in 1981) 212 786 3.71 

Compound annual growth over the period has been at the 
rate of more than 12% per year. (Continuation of this rate of 
growth - relative to total SOA membership and population 
growth rates - would mean that by the year 2007 there would be 
more SOA members in consulting activity than in all activities 
and that by 2087 every man, woman and child in the United 
States and Canada would be a consulting actuary.) But enough of 
this parenthetical silliness; you already knew that the profession 
has been growing very fast. Nevertheless, it is still microscopic in 
relation to  the general population and small in relation to other 
major professions (accountancy and law, for example) orientated 
to the business world. 

Let us look at some relationships shown by the table. 
Explaining them is subjective. Forecasting from them is even 
more so. The United States' passage of ERISA in 1974 was 
probably the most important single event propelling the growth in 
consulting actuaries. It came as no surprise t o  me that, with the 
increasing specialization imposed by ERISA and the accountants' 
expanded requirements ofus, the very largest firms increased their 
share ofthe total membership. 

What may come as a surprise to some is the growth at the 
other extreme. The figures on two member firms are only 
moderately interesting; their growth was small, but undoubtedly 
many of those from 1970 have grown up  to become larger firms in 
198 1 .  What was most intriguing was the growth in the number of 
solo practitioners. How may this growth be explained? Certainly, 
only by a detailed survey. However, thoughts which come to mind 
to explain the phenomenon include the possibility that these 
single Society members are associated with actuaries who are not 
qualified through the Society of Actuaries. Moreover, it may be 
that many are in fact "one-man shops" and are  practicing in very 
specialized areas or are consultants to small corporations or 
insurance companies. No doubt the advent ofthe home computer, 
and the growth in time sharing and computer bureaus, have 
fostered the viability of inceasing numbers ofso!o practitioners. 

T o  sum up with a prediction, I would foresee substantial 
continued growth in the 1980's, but a t  a rate slower than 12% per 
year. Factors to be discussed in the following parts of this paper 
will be among the reasons for this sustained growth. Only if there 
is a star of the ERISA magnitude, which in these times can 
probably only be created by legislation, would the stunning 
growth rate over the past I I years extend through the 1980's. For 
the reasons of further governmental legislation and regulation, 
and increasing diversification and competitiveness, the largest 
firms will'continue to grow at least slightly faster than the pro- 
fession as a whole. It is the solo practitioner category whose 
growth is toughest to predict. Here one might look to those who 
predict that ever increasing proportions of the population as 
a whole will be performing their work from their homes - 
computers being the main reason -to forecast that this solo prac- 
titioner category will possibly increase further its share of the 

-profession. 
My predictions forgrowth are largely independent of the 

general economic conditions we are going to  experience in this 
decade. So long as there are future contingent financial events, 
there will be a need for our services. I believe that our profession's 
experience over the years has been that our services have been 
needed in bad times, as well as good. 

2. Our Reaction to External Change 

Interest and inflation rates, two external economic vari- 
ables which profoundly affect our work, have in the recent past 
exhibited wide fluctuations over short time intervals. This adds to 
the complexity of our establishing assumptions for projections 
which extend into very long future periods. Moreover, the high 
levels of interest and inflation rates found in many countries pre- 
vailing now and in the recent past have led us in some cases to 
alter our judgement about their future patterns. We will need to 
guard against setting assumptions about relevant future experi- 
ence based upon emperical data taken from too.short a recent 
period. Our further challenge will be that we will increasingly be 



called upon to reconcile for our clients our long term economic 
assumptions with the realitiesofthe recent past. 

If we are aided in our work by ever more powerful com- 
puters and ever more sophisticated software leading to computing 
possibilities undreamed of when we began our careers (which for 
me meant green worksheets and the mechanical desk calculator), 
so  must we guard agaist being carried away with the notion that 
more calculations, more variables, more patterned assumptions 
mean more "sophistication" and better overall results. We should 
not lose sight of the fact that our profession is not to be distin- 
guished primarily for its manipulative capabilities. These 
capabilities will be admired, but ultimately it is the judgement 
developed of study, examination and experience that our clients 
rely upon us for, and not our  role a s  conveyor of numbers generat- 
ed by the computer as  deity. Our bases should be only as complex 
as  we can justify. With the myriad computational possibilities 
before us, we will have to  caution ourselves against excesses and 
against, a s  the French say, being more royal than the king. 

3. Relationship of Pension Fund to Company Fiscal Health, 
Part 1 

For those of us who advise major companies on their pen- 
sion funds, I predict that we will be challenged to alter our tradi- 
tional priorities and to re-examine certain tenets which are 
publicly considered to be synonymous with the profession of 
actuary. This challenge will come from our clients who must pay 
the cost of the  pension plans and will result from a closer integra- 
tion of the  pension plan funding into the corporate financial plan- 
ning than has prevailed heretofore. 

In many cases these challenges will have been born ofsheer 
economic necessity. With the increasing rate of change and the 
increased competitiveness within industries on a worldwide basis, 
some companies which have enjoyed great financial strength and 
vigor will be among those who look to their pension funds as a 
source of relief in their time of troubles. Through the use of 
actuarial cost methods which generate long term level costs, in 
many pension plans we have seen this pace of funding develop 
funds which greatly exceed the value of accrued benefits. Make no 
mistake: I am not challenging our traditional wisdom, and I 
believe our traditional attitudes have been well founded. But I do 
believe that we will increasingly encounter situations where our 
clients challenge us to think creatively in giving advice where they 
face extreme economic problems. This is not mere ivory tower 
thinking. The point was vividly driven home to me when discuss- 
ing the situation o fan  economically ailing subsidiary with a client. 
In exploring alternatives, I expressed them in terms of their effect 
over the long run. He abruptly asserted that for this subsidiary, the 
long run may be next month. Our  duty remains, however, to 
explain as  fully as  possible the ramifications o fa  particular course 
ofaction on which we have advised. 

1 further predict that among the variations on traditional 
funding concepts t o  be adopted will be the gradual introduction of 
book reserves to reflect. in part, accruing pension plan costs in 
situations where heretofore such costs have been entirely funded. 

4. Relationship of Pension Fund to Company Fiscal Health. 
Part 2 
Running counter t o  the likely need for more flexibility. 

indeed "creativity" in pension plan funding in the future, is the 
trend towards more of what I like to call "protectionism" - 
which means more uniformity and less flexibility. We are seeing it 
in the United States in the form of ERISA, and its fallout of regu- 
lations. and in the more stringent requirements imposed by the 
accounting profession. Other countries also have their constraints. 

We have seen it in some of our professional bodies which have 
been inclined to establish detailed rules and standards which 
should not have been required of responsible actuaries in the first 
place. We have seen it in the explosion of meetings and confer- 
ences orientated to the "how to" side of our work; that is, how to 
think more like one-another and, ultimately, to find the safe 
course in complying with increasingly onerous regulatory 
standards. 

T o  sum up, we must meet the more complex needs of our 
clients, while at the same time not running foul of the increasing 
burden of regulation. This will be a major challenge ofthe 1980's. 

5. International Collaboration 
We will have more opportunities to work together, inter- 

nationally. As pension funds grow in their relative importance in 
the financial structure of companies, we will see more and more 
multinational companies looking into their pension plan funding 
practices worldwide and developing overall strategic objectives or 
guidelines. In every step of the way, from analysis to formulation 
of guidelines to implementation, they will be aided by the parent 
company's consulting actuary and by the actuaries of the-pension 
funds of the foreign subsidiaries. This will be a major area for 
increased communication which has already started for some 
multinational companies. Then, too, with the increased manage- 
ment awareness of pension plans' effect on mergers and acquisi- 
tions, we will hnd ourselves more than before talking and nego- 
tiating across international borders. A third category of inter- 
national collaboration will be the result of multinational laws such 
as the United States Public Law 96-603 which created the new 
Internal Revenue Code Section 404A. The implementation of this 
Section will almost certainly require substantial input from both 
the US parent company's consulting actuary and the affected 
foreign subsidiaries' consulting actuaries. 

6. The Big Bang 

Finally, I believe we are likely to be challenged by an 
occurrence of such force in the 1980's as to cause us to re-think 
one or more of the very foundations upon which we base our 
work. My own expectation as to a forthcoming "big bang" is the 
failure of a social security system in a developed country. In this 
"failure" is the key word, and it is not necessarily limited to out- 
right bankruptcy. In fact, with governmental powers of taxation 
and money creation, I believe bankruptcy is unlikely. In the 
context ofsocial security, failure ofa  system can include erosion of 
traditional collective belief that such a system can be relied upon - 
to provide economic security. I believe that by the end of the 
1980's there will have been at least one developed country in 
which this collective belief will have eroded to such a level that the 
system can properly be said to have failed. The big bang may not 
be a blow out, but rather a slow leak. Our  challenge will be to 
recognize the gradual characteristics ofsuch a failure and to arrive 
at insightful ways to advise our  clients in the face of it. 

C Conclusion 
If you who have survived this paper have found yourself 

nodding (not off to sleep, I hope) in agreement, then I am partly 
pleased but mostly disappointed. For although we are all consult- 
ing actuaries, our backgrounds and experiences, and therefore our 
expectations, are highly variegated. My forecasts were intended 
neither to be exhaustive nor to promote a concensus. If the placing 
of this topic on the program of IACA 1982, and for its part this 
paper, have encouraged you to forecast what lies ahead for .us, 
then their purposes will have been served. 


