
Paper for discussion: 
J. R. D. Orrett (UK): 

"The life office actuary-employee or consultant?" 

Summary of Discussion 
The topic was re-phrased as  three questions: 

- What are the expectations of the actuary by the public at 
large in view ofthe resources and responsibilities he has? 

- Can these expectations be met if the actuary is an 
employee? 

- What role should the consulting actuary play? 

Mr. John Orrett's excellent paper, "The Life Office 
Actuary: Employee or Consultant" describes the situation in the 
United Kingdom where an appointed actuary must be designated 
under the Insurance Companies Act of 1974. His observations 
served as a back-drop for discussing the restated questions a s  they 
apply in other countries where the actuary functions with less 
statutory recognition. 

The actuary's responsibilities were variously viewed as 
encompassing collecting and maintaining adequate figures, pre- 
paring statements required by statute or by company manage- 
ment, or by inquiries from outsiders (finance interests, consumers, 
or regulatory authorities), and advising management on actuarial 
matters. The aspects of overlapping responsibilities with auditors 
and accountants were discussed a t  some length and compared in 
different countries. 

The actuary's resources are assumed by the public to 
include use of all the information and data pertaining to the 
company, irrespective ofwhether or not it is readily accessible. An 
actuary is tacitly assumed to have the ability to interpret and 
report such information. The public's expectations are that state- 
ments describing the financial and business operations of the 
company are accurate and adequate. 

It was the concensus that the in-house actuary in large well 
operated companies has or can obtain complete enough infor- 
mation to prepare such statements as are needed. However, the 
constrictures of performing as a loyal employee, carrying out all 
his duties in the time available, and having the ingenuity required 
by the complexities of current problems often makes his job very 
difficult. The consultant can add an outside viewpoint as well as a 
broader base of information because of his concurrent o r  past 
work with other insuring organizations. However, there was 
divided opinion as  to whether or not as  much of the company's 
basic information becomes available to the consulting actuary as  
to the in-house actuary. 

What are the advantages and disadvantages of the Actuary not being an employee of the Life 
Off~ce he is advising, having regard to his resources and responsibilities? 
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Greater credibility is often ascribed to the consultant than 
to the company's own actuaries. This is sometimes attributed to 
the whims of management but also may arise because of the 
individual actuary's ability to express and project his facts and 

. fwdings. 
For a smaller company, the consultant can usually add a 

much needed dimension for solving a problem because of his 
insight into related problems based upon his experience (or study) 

of other companies. This assistance can be enhanced by his exper- 
tise or from the time priority he may be able to apply. In many 
instances the actuary of the smaller company is a Board member 
or is the top executive. He may not be able to devote the time or be 
entirely objective about actuarial matters. 

The range of the actuary's obligations from his responsi- 
bility for assembling and stating facts and figures to the role of 
broadly advising management was discussed. The independence 
of the actuary was emphasized in light of the dual role often con- 
fronting him as  a "public-watchdog" and as a defender of manage- 
ment. Perhaps in this duality may rest the future faith in the 
actuarial profession. In any event, the martialing of facts and 
figures is a condition precedent to accomplishing the two roles. 

Discussing the relationship of the auditor and the actuary 
in its practical ramifications within each country brought out the 
many functions the actuary performs for the company, his 
independence in expressing opinions, and what the public thinks 
it wants or what it actually gets. In the US there seems to be a 
tendency to play down public acknowledgement of the actuary's 
opinion more than in the UK. A growing interrelationship of 
insurance companies to other related (or unrelated) businesses has 
led to great emphasis on generally accepted accounting practices 
(GAAP) where distinctly different applications ofactuarial princi- 
ples are needed as  compared to what is required in statutory state- 
ments for testing solvency. 

Providing audited statements for management, for stock- 
holders and for the public in the current regulatory climate calls 
for more involvement of consulting actuaries - perhaps to a 
greater extent in the US where the actuary's role within insurance 
companies is less formalized (publicly, at least). Confidence in the 
company's reporting of its surplus is strengthened by a consul- 
tant's viewpoint, particularly with respect to liabilities. 

The complexity of the role of the actuary, whether as a 
company employee o r  as a consultant, was further alluded to in 
mentioning various places in the discussion of such self- 
identifying connotations as  "technical actuary", "auditing 
actuary", "arbitrating actuary", "Directors actuary" and 
"management consultant". These connotations point toward an 
expanded definition of the actuary and the actuarial profession. 
There is the question of how far that should go, officially for the 
public or within the profession. 

Different viewpoints were expressed relating to such 
matters as  (a) whether actuarial results should be expressed as 
exact figures o r  as  a range, (b) who should be  responsible for the 
variety of basic assumptions, (c) at what points the actuary should 
participate in o r  be responsible for "judgments" and (d) the 
responsibility of the actuary, because of his sensitivity to prob- 
abilities and recording ofthe past, in determining trends. 

In any event, the public's expectations of seeing the right 
figures and of having and knowing whether o r  not a company is 
properly run are reasonable ones. The company actuary, as an 
employee, may not be able to satisfy these expectations as  well as 
the consulting actuary can. The consulting actuary's responsi- 
bility is to know what an  actuary can do, to be alert to what the 
consultant can do  and to be prepared to perform as called upon. 


