INSIDE

TRACK

Pause and Record

S A FLEDGLING WRITER for a life insurance associa-
tion publication back in the mid-1980s, | attended a
life insurance industry seminar at the Carlyle Hotel
in New York City. Though the exact topic of the seminar es-
capes me now, | do recall that the executives on the dais that
day were decidedly defensive about inquiries from the press.

It wasn't a happy time for the insurance business. Fi-
nancial writer Andrew Tobias was calling insurance com-
panies “the invisible bankers” because of the opacity of their
practices and the ubiquity of their reach. Then-Washington
Post investigative reporter Ronald Kessler was chronicling
the excesses of the industry in an unflattering exposé called
The Life Insurance Game. And A.L. Williams’ “termites” were
preaching disintermediation as gospel to millions of dis-
enchanted and faithless policyholders.

Several of the rating agencies were also doing some se-
rious downgrading of major insurance companies’ portfo-
lios due to an over-reliance on junk bonds. The upshot was
a series of high-profile insolvencies (Mutual Benefit Life,
Confederation Life, Executive Life) a few years later.

So | guess its not surprising that those executives might
have been exhibiting a “circle the wagons” kind of attitude
in the face of probing questions.

But there was one in particular, | remember, who broke
the circle somewhat. He was a vice president of a major New
York life insurer and may very well have been an actuary.

He admitted that, yes, the inner workings of life insur-
ance companies can often be arcane, and the companies
themselves haven't exactly been stellar at explaining things
to outsiders. Until now, he said, the industry has always
perceived that as a good thing. People tend not to pay a lot
of attention to stuff they don't understand, which enabled
insurance companies to fly underneath the radar for a long
time. Now, he acknowledged, those days seem to be over.
Maybe the industry needs to work a little harder at being

not just understood, but also understandable.

Whether insurance industry efforts toward that end have
succeeded is debatable. But the same kind of dilemma is
beginning to develop for actuaries. Tom Bakos (“The Im-
pressions We Make™) makes the case that actuaries’ work
doesn't happen in a vacuum, that they're accountable to
more than just the people who pay them. And Joanna Os-
singer (“The Reality of Perception”), on the legislative front
lines at the state level, reports an alarming uneasiness among
regulators about how actuaries do their work.

Its possible that the success of the Academy’s campaign
to make actuaries higher profile players in public policy
has had something to do with that. No doubt it’s always
been a comfort (and not untrue) to be able to retreat be-
hind the “nobody could possibly understand what | do”
defense when confronted.

But actuaries themselves are beginning to understand
that being on the radar screen also makes them a tempting
target of legislators, regulators, and journalists—not to men-
tion attorneys. And rather than resort to evasive action, the
right response is to hold still, to make oneself more trans-
parent. In addition to raising their profile and asserting their
importance, actuaries are going to have to come up with
new and creative ways of demystifying what they do.

Its a tall order. Because to most of us, what actuaries do
is as mystifying as the programming instructions on a VCR.
But we laypeople can learn. We don’t need to be able to
pass the exams or sign off on a policy illustration. We just
need to know what buttons to push so we don't have to
miss our favorite shows. o
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