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Actuaries in the Community

Abstract

Actuaries make valuable contributions to society in manyswayhrough the organisations
they serve and the social equity contribution made by thoganisations, through the
community and NGOs (non-government organisations), and throogblvement in
significant public policy issues.

The purpose of the paper is to highlight examples where a comymeomtribution is
occurring at an individual level — and to highlight opportunifesfurther involvement of
actuaries. This potentially extends to programs thatheilto-ordinated through the Institute
Leadership development program.

A number of case studies are presented where actuanes rhade a useful contribution
through being involved in community initiatives.

We are very conscious that there will be many exceltamitributions being made by
actuaries that are not canvassed in this paper — we applesel unsung contributors. Our
goal in writing this paper is simply to canvass some actasurrent endeavour, and, by
increasing awareness, to encourage other members ofrtiession to make their
contribution, and indeed to ‘make a difference’ in areas lwhlign with their own interests
and passions.

Key words: community service, volunteer, leadership, micro insuraeeeloping
country, not-for-profit
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1. Introduction

The actuarial profession emerged alongside organisatiorgnddso help people face some
of life’s uncertainties (and harms). These organisatissve been both non-profit and for-
profit in nature and naturally linked to the government squoécty of the day.

A key part of the actuarial profession’s essence hasftihereeen awareness and obligation
of the public interest and public good. Indeed this featureng much what distinguishes a
profession from a trade body.

In more recent years with a greater focus on independemteobjectivity it appears that
actuaries have, at an individual level, softened their alatig or priority to serve the public
good in favour of clearer focus on the more direct cliBoth the UK and Australian Institute
Codes retain requirements for actuaries to have dweddg or serve the wider public
interest, though this is perhaps interpreted these wi@ys closely as following legislation
and standards.

Nevertheless, there is a general sense of dilution in thigcpotdrest focus over the years. It
is perhaps a consequence of this trend that actuariesdwsaed their energies on their own
organisations including of course their own actuarial prafeas bodies. Any social as

opposed to commercial based actuarial activity — for el@mpntribution to social policy

thinking (which was a role/activity that the professiodndi automatically take upon itself

until recent years) - has likely come though organisatiatieer than actuaries individually.

This paper suggests that there are benefits to actwareso the wider profession through
individual actuarial involvement with organisations that hasemuch a social focus and
orientation as a purely commercial orientation. Ingaiper on “Actuaries and Social Policy”
to 2002 Healthcare Conference, Brian Risdale wrote:

“A catalyst, in a chemical process, is a substance that increhgesate of a
chemical reaction without itself suffering any permanent chercltahge. | believe

we should not under-estimate the role that the Profession can ptayitsvspecific

skills and methodologies, as a catalyst for thinking about social ch&hdehat is

only half the story. By becoming involved in the debates and decisiormir
changing environment we become more able to change ourselves, and the way w
operate. This, too, will bring benefit to the profession

The paper addresses this: aiming to gauge the currentt eoftesimilar activities and
identifying some current examples of direct actuarial invoket with social not-for-profit
communities. We believe this is happening and continues toég aaluable component to
professional life.

We go on to suggest that this is something the profession mmggifiilly encourage of its
membership and especially so in regard to supporting Eaigeand personal development.
There is also likely to be additional networking opporigsithat arise.

We believe there is scope for more direct involvement ins@ndice to social communities
by individual members of the actuarial profession. We al§er some tips from our
experience to help any one wishing to pursue this opportunity furthe
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2. What does “Community Service” mean?

As actuaries we are in a privileged position to be &bimake major contributions to society
and the community in many different forms - and not just purely altruistic sense.

Many of us through our day-to-day work are making a st social contribution through

the institutions with which we work. This concept of &b&quity was alluded to in Graham
Rogers’ Presidential Address. It includes general insur@ocepanies and life offices

facilitating security and family protection, superannuafiords enabling a more comfortable
and dignified retirement, banks providing services which not enible our own financial

convenience, but “grease the wheels” of industry and commerah whables a prosperous
society. If we can assist these and other institutii@tter fulfil their charter, then this is a
valuable and noble contribution.

However, in this paper, we are considering community seoutgde actuaries’ traditional
roles in the financial services sector. There have Beae (though possibly few) outstanding
examples of actuaries who have been very influential andvedoh an actuarial capacity at
social/community level over the years. These examples include

* John Walsh - long term care of the catastrophically idjure

* Rod Lester (World Bank) - insurance industry regulataapital markets and disaster
relief schemes in developing countries

* Tony Coleman - climate change

Actuaries can make a major contribution to ensure a battérmore sustainable future
through our involvement in public issues and society-based .n€bsincludes retirement

income policy, health financing, aged care, population pobdyer intergenerational issues,
infrastructure planning and environmental impact awarereegs,climate change, resource
impacts and biodiversity. Actuaries have certainly been indolmepublic policy debates,

typically through voluntary services to the Institute orslpporting and being involved with
other organisations in their own public policy submissionise $tandard view of where
actuaries add value here is; Research, Information,dfda¢ Consultation — the profession
has often sponsored research, meetings, conferenceslanisions.

Community involvement includes contribution and service to NotHfofit (NFP) and Non
Government Organisations (NGOs) through for example investaaide, financial and risk
management and also governance support.

Community involvement and community service are broad term&btie purposes of this
paper we have defined some boundaries to this term, andéat|

* A contribution to public policy

» Contributions to NFP community organisations (excl. Goventrogganisations)

» Actuarial services to individuals or small groups, e.milias

» Actuarial services (excl. to actuarial organisationsthwio or substantially reduced
individual remuneration

The boundaries are not clear but offer a starting péiat. example, while “community
service” might be considered more broadly to includeigyating and helping out in many
ways with sports clubs, charitable and other voluntargaesisons, we focus in this paper on
the extent to which actuaries have supported communitiestigirgith their actuarial skills
and knowledge.
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3. Why is community service valuable — and personally fulfilling?

Making a significant community contribution is worthwhile, andn be exciting and
personally fulfilling.

You may think that this is all very well as a concdpif that for you there are personal
imperatives that are more pressing right now, includinghallenging and successful
professional life with interesting work and career opynaties. These goals are not, and need
not be, in conflict. Indeed, they are highly congruent. A hapm falfilled life requires
purpose. In studies reported by Clive Hamilton (Executiveeddar of the Australian
Institute) inGrowth Fetish a key finding was that

“A sense of meaning and purpose is the single attribute most assomételife
satisfactiori’.

In his book ‘Servant LeadershipRobert Greenleaf asserts:

“Caring for persons, the more able and less able serving each oth#re isock

upon which a good society is built. Whereas until recently, caring wagljar
person to person, now much of it is mediated through institutionser Iairge,

powerful complex, impersonal ... If a better society is to bd builone that
provides greater creative opportunity for its people ... then the mostaopese is

to raise both the capacity to serve, and the very performanocenaasns, of existing
major institutions by new regenerative forces operating within them.

If just a limited number of organisations (financialtingions, NFPs, NGOs) can achieve a
position of distinction, and can sustain this performeartben the quality of society will
improve.

To achieve this, trustees and directors of these institutiust lead the way but they need
good support from competent managers and staff. As acgtuar@can help them with our
service and particular competency set at an overall lewvealell as in a myriad of more
specific actuarial service and contribution areas.

While the altruistic nature of community service can beljeewarding, there may be a few
readers who are pondering ‘this is all very interesting, boatw in it for me? The
Williamson Leadership Foundation in Victoria has been mmoommunity based leadership
programs for over twenty years. These programmes provider Seanagers across various
organisations (government, not-for-profit, for-profit) expesto challenges faced by less
advantaged people on a day-to-day basis and understaoiditig role of leadership in
creating a more equitable society. The feedback froricigeants is invariably that this has
been a life-changing event for them, which gives them levalss@ht and deep compassion
for others that was beyond their highest expectations. dloe Yo the individuals affected by
the program is that the breadth of their leadership capalality in particular their
appreciation of and regard for others is much great@ch in turn is of tremendous benefit
to their personal careers.

! Source: Headey & Wearing, quoted by Eckersley, “MeasiRiogress”



Actuaries in the Community

In the next sections, we provide the following case studiesendeiuaries have done just
this:

* Applying actuarial skills in the areas of micro-entespri microfinance and micro-
insurance which helps socially disadvantaged peopleingiegd those living in poverty,
to achieve improved lifestyles and with self-esteem arfdesgbect;

» Assisting less developed countries to develop regulatatemsg, regulatory capacity and
actuarial capacity to properly manage their finan@aVises industries; and

» Creating a new practical framework for children’s sgvand the financing of tertiary
education.

4. Case Study — Microfinance
4.1. Micro Insurance: Going back to basics in a familiar industry

Micro enterprise development, micro credit and micenfice have been a part of the
development aid solution for some thirty years, providing raitbans to help poor people
start their own businesses — enough to buy a sewing machinexafimple. Micro credit’'s
profile grew dramatically in 2006 when the Nobel PeaceePnias awarded to Mohammad
Yunus and his organisation, the Grameen Bank of Bangladgsaneer in providing ‘micro’
credit. However, to those working in development aid, anicredit is ‘old news’ and
attention has turned to other ways to use financiaica to help the poor. Over the last 5
years, micro insurancleas emerged as one solution and it is here that actuanesake a
difference.

Micro insurance involves providing low cost insurance to lowome households. In
developing countries, micro insurance is usually provided OBl (non-government
organisations) often working in conjunction with localurence companies. Initially micro
insurance products were offered as an add-on to mieditdoans in order to help protect
both the borrower and lender should something go wrong. Moraugigoéire emerging,
providing a perfect opportunity for those actuaries wantmngolunteer their time to offer
their services. A number of actuaries — Denis Garandlahd Wipf (Canada) and Francois-
Xavier Hay (France) — have been heavily involved in the dpweént of micro insurance,
either directly managing micro insurance programs or bykwgrwith organisations such as
the CGAP Working Group on Micro Insurance, to develop tools and guideselp those
working in the field. Australian actuaries are now beconmnglved.

4.2. What do micro insurance products look like?

The micro insurance products developed to date are sistpbet-tail products that meet the
very real needs of the communities they insure. The moshoorform is term life insurance
to cover funeral benefits or the value of loans takenutitoa micro credit scheme.
Recognising that health costs and crop failure are key ®ypeishing people in developing
countries into extreme poverty, crop insurance and hegeltliance are now growing. Micro
insurance is rapidly evolving as insurers better adaitmele products they first introduced
to suit the needs of the poor. Options that we take fontggla— deductibles, periodic
premiums, insurer-to-hospital direct payment rather thambee reimbursement — are now
being incorporated into the products. Actuaries can help bgibg developed country ideas
and adapting them to this new environment.

2 CGAP was established in 1995 by nine leading developmentiageand microfinance practitioners to support
the development of a sustainable microfinance sector. TGa4P serves as a global resource centre for
microfinance, providing advisory services and informatioa tade range of stakeholders.

7



Actuaries in the Community

A key feature of successful micro insurance schemes gsrnplement the financial services
they offer with advice and support to reduce the risk tizgd insured slide into poverty and
at the same time minimise the risk to insurers. Fomgka, in crop insurance, micro insurers
have helped farmers to access warehouses for their ¢repse optimising timing of sale to
improve the price farmers fetch for their crops and algamising risk for insurers, which
keeps premiums low. In health insurance, micro insuregetiate discounts with hospitals
and also arrange ‘health camps’, where GPs and otheordoaffer their services free of
charge to members, preventing many hospitalisations happertimg first place.

4.3. A detailed look at micro health insurance in India

India has no public health financer like our own Medicare @aditional private health

insurance is limited to employees of the government and dafge companies. As a result,
over 80% of India’s health costs are paid directly out-okptccompared to just 15% in
Australia. For Indians living below the poverty line, heatibsts often mean borrowing
money from a loan shark at extortionate interest ratedeoiding to forgo health services
entirely.

To meet this clear need, Uplift India Associatiofuist one of several organisations offering
micro health insurance in India. Uplift is a networkNBOs supporting the livelihoods of
people earning less than 2500 Indian rupees ($70) a monthshuthe of Pune, Mumbai and
Kolkatta. With financial backing from the French Governnaamd MACIF, a French insurer,
Uplift provides micro credit and micro insurance in ghems, and organises a range of health
and childcare services. For just $2 a year, Uplift provioesic health insurance, part-
reimbursing expenditure on hospitalisation and some other Isealtices.

Uplift uses a community-based mutual fund model, emphasisimmmunities that they
own the mutual fund money and must be involved in decisions alzooisclA committee of

representatives from the local community meet each maentletide on the benefits they
should pay. Indirectly, this is helping many in the communithedon just what insurance is.
Induction meetings for new members, wall charts with ugaie fund information and
monthly claims meetings all help the education process.

Uplift's health insurance product was designed and set wugnhbgctuary, FX Hay, who has
been based in India for some 8 years. Several Australtaaras have also played a role in
the development of Uplift's product — Colin Priest anddBaith Parmeswaran volunteered
their time to review data systems, Kirsten Armstropgns 3 weeks in India in 2007 assisting
Uplift with a major review of product design and pricing &zinon Kelly will be taking over
the running of the micro insurance program from May 2008.

4.4. Future work for Actuaries

The micro insurance industry is growing rapidly and theemital is enormous. In just one
state in India, Maharashtra, 5 million people inhalsitsiums. Opportunity International, an
international micro finance organisation with offices Sydney, Melbourne, Brisbane and
Perth, is currently on a fact-finding mission in India tmsider how they may have a role in
meeting health needs and providing health insurance. Andrésva®d Kirsten Armstrong
have co-ordinated a small team of Australian actuariee have established links with
Opportunity International and will be co-ordinating actalavolunteers to support product
development. World Education, an Australian organisatiorctwfocuses on educating and
supporting micro finance organisations throughout their dpweént, is developing education
material for micro insurers in Nepal, and Australi@tuaries are looking to volunteer their
support for this process.
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Working in micro insurance is personally rewarding, @®ittributes directly to lifting people
out of poverty. The work can be professionally rewardow thanks to the rapid pace with
which new ideas are incorporated into these small, agjansations and shared with the
growing network of micro insurers. Working in an environmeRe lthis does present
challenges, but these are not insurmountable. Often thétiei®r no legislation to comply
with, so the actuary can fall back to basic actugpihciples and their own country’s
practices, and Code of Professional Conduct, to guidedteice. The key is to understand
that the needs of the insured and the risks to the insgibe very different in a developing
country, and to ask a lot of questions.

5. Case Study — Building Regulatory Capacity in South East Asian Rancial
Service Markets

5.1. Background

For the last decade, a diverse range of actuaries havlanggaken part in the opportunity to
support the building of regulatory capacity in developing caesytan essential key to stable
and vibrant industries. The individuals involved express atgdatiand appreciation for being
involved in an endeavour that went beyond their traditional gpsadeal boundaries into

making a real ongoing contribution. How did this all begin?

In the latter part of the 1990s, the volatility in financmarkets across the Asian region
increased dramatically, challenging the underlying modelspiteatously assumed certainty
for policyholders and indeed broader industry stability.

While products with high guarantees were widespread, siterates were declining
dramatically, credit risk was emerging as a majarassnd currency risk had exploded as the
peg with the USD started to break down. In very few caesitdid the regulatory regimes
require capital to be held to cover any of these riskshémt, the forms and style of regulation
that had helped to create stable industries were the shigigeeat to governments and to
policyholders across the region.

Many countries faced the ever present paradox of verytelimregulatory funding,
professional bodies in their early stages of developmentrapidly growing markets that
needed much deeper and broader expertise to deal with thgreweng market risks.

John F Kennedy once said that out of crisis comes opportUfiom this challenging

environment was formed the APEC Managing Regulatory ChargggdMmme, a programme
targeted at building regulatory capacity across the regiorgss various financial service
industries. To support this initiative, a community wasmied comprising individuals and
entities with the common interest of supporting capacity imgldThe members of the
community included APEC, APRA and ASIC from Australiae tAsian Development Bank
(ADB), the World Bank, the IMF, several industry repréagwes and a diverse and
committed group of actuaries.

Countries that signed up to the programme and have been idvelyelarly include China,
Fiji, Hong Kong, India, Indonesia, Malaysia, Papua New Guiirdaljppines, Singapore,
Thailand and Vietham. The countries with more developegulatory regimes actively
support the initiative through providing insights into besttica.
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5.2. Wide-ranging involvement

The programme that began from the “ashes” of the Asiamdial crisis has continued on to
today. Over that time over fifty actuaries have been involbgdpresenting, training,
supporting and advising regulators from countries that lekentpart. The core body that has
been involved throughout this period include Jules Gribble, d#&rnox, Bob Glading,
Andrew Brown and Robert Baillie. The success of the pmogne has been highlighted
through the encouraging development of many industries,otinenanity of participants that
has been formed and the expansion of the programme intopkaions and banking in
recent years.

Participants from each country attend a two week progr@muin from Melbourne on a yearly
basis. The programmes support the development of the raguthtough sharing of models
and methods, through challenging case studies, and througlgudialThese support the
participants in developing a greater awareness of multgrigppctives, of understanding the
risks and subsequent consequences of industry praaticeso provide them a network of
other professionals to call on. For many participants ighe once in a lifetime opportunity
and their delight at being part of something extraordindsytfie training room.

The roles that actuaries have played in this programraeecrucial in terms of providing
insight to both systemic and technical issues. On sopat level, the actuaries who have
participated have felt a tremendous sense of pride andaséitisfin being able to contribute
in a powerful way to the development of regulations in developmgtries, and to the
development of participants who have taken part. In somenicss, the programme has been
heavily influential in the development of contributing aciesir careers, both within and
beyond actuarial fields.

Regulatory development such as this has not been linaitddia. With the support of a range
of donor agencies, such as the UK Department for Irtiena Development (DFID), the
World Bank, EuropeAid and the European Bank for Reconstrucnd Development,
countries in the former Soviet Union have been supportedvihaul their financial
regulation and expand their regulatory capacity. Individutlaaes such as Chris Daykin
from the UK and Rod Lester, now with the World Bank, hgueasheaded the development
of actuarial capacity in these countries. Work continneésia and South America while
Africa will be one of the next major regions in need of thisp®rt.

6. Case Study — Developing low-cost savings schemes for familie&NZ
6.1. Background

In 2001 a small group called FUNZ was formed to explorelaimdy about ways for New
Zealand families and children to meet tertiary edocatiosts through saving rather than
borrowing. The group itself was not-for-profit (fundedrfr philanthropic sources) though
members of the group were remunerated for their worgortprised six people with broad
skills covering social services, communications, propahagement, financial services and
modelling. All the members of the group had prior experienctn@fbusiness world. The
group included one actuary (Charles Hett).

The group worked with a strong outward focus through consdamsilding at a national scale.
The success of any idea would be highly dependent upon catiopefrom all sections of

society. Government, business, education, social & philanthmganisations as well of
course of families needed to support the idea fully. A ipepproach was identified,

researched and tested for viability; it comprised afoeprofit (or mutual) savings scheme
that adopted asset-based welfare principles.

10
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The development and build activity happened principally betv2@92 and 2005, though
there were more recent follow-on developments from Fuioiher organisations.

6.2. Scheme Outline

The scheme was a cost effective, not-for-profit natiosedle arrangement providing
individual savings accounts to members (who were chijdrEhe initial organisation and

scheme development would be supported by the state and ongoing@ sdstswould be met

from corporate sponsorships as well as through minimaluatctees. The corporate

sponsorship approach proved viable given the not-for-profit nagfirthe arrangement.

Examples of this co-operation: the banks in NZ agreedharge no transaction fees for
monies transferred to the scheme accounts, a natioak sstail operator with presence
across the country agreed to handle even small aaghbutions, suitable sponsorship was
provided for information/statements to members.

The scheme incorporated initial kick-start funding and dmuion matching derived from a
wide range of sources — from businesses on behalf of th@logees, through cashing-in
loyalty scheme points, and from state and charitable suppbe scheme would adopt
commercial arms-length based administration support and meestmanagement services
with a conservative investment mandate. The scheme weghel@go attract genuinely new
savings as well as additional savings and contributiongwvaitable to individuals on their
own.

The arrangement was sufficiently attractive to enable-ihcome families (with several
children) to save into an individual multi-contributor asebfor each child and build up a
useful fund as a young adult. An example of a viablengglgvel was $2 per week per child
and even saving at these lower levels, example funds beu$d2,000 by age 18.

The financial viability of all aspects of the scheme wwasritical factor; this encompassed
operational viability for the costs of the scheme itgblith the initial set-up period and
ongoing in the long term), good value for members in ternfieasiible contributions leading

to useful accumulated funds and potential positive etk loops for scheme sponsors.
Another very important aspect was the financial viabilityany state support required. A
business case compared the near term and ongoing financial sapjgonts of set-up costs

and kick-start contributions with the longer-term result beiaduced financial support

required by the NZ student loan scheme.

It was designed to have the credibility of a public instbtutbperating through partnerships
between families, social/charitable communities, busesesand government. Many
associated benefits were identified.

A wide range of large and small businesses were involved amthsupported the idea, as
they recognised that ultimately this would lead to additispansorship and/or employment
costs for them. The state offered both government and tahinister support through close
interaction with the Treasury and Ministry of Educatienveell as cross-party briefings (to
keep as apolitical as possible). Social and charitable guipptuded churches, Iwi (Maori
tribe-based groups) as well as education organisaticaistgpes.

The scheme was designed to:

* reduce the requirement for students to fund educatiamfgaihrough debt;

* increase the range of students who can take up tertiacagon/training;

* help build the expectation in families that their childrenll vattend tertiary
education/training;

* encourage regular savings habits; and

» support an improved level of financial literacy in youngempeo

11
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6.3. Current Status

The scheme was an original idea and for a period in 20046meepart of New Zealand

government policy in regard to savings but in the end, it dijorateed to become reality.

An alternative (and subsequent) savings policy target@e et the current workforce rather
than current/future generations of children was also carsidend adopted (and became NZ
Kiwisaver). There are some familiar features in Kiwerathat may have come from Funz
ideas.

Some smaller scale organisations have nevertheless takie aheas behind the original
national scale children’s savings scheme and are comgiddréem. A Maori organisation
Ngai Tahu has now set up an Iwi based savings arrangenilat ‘8&hai Rawa” (Path to
Prosperity) and drawn on a significant component of theraidiunz idea, which was made
freely available to them.

The scheme objective is to help Ngia Tahu members ofgal under 65) but especially
those under 16 save for their futures. For further informagitsase refer to:
http://www.ngaitahu.iwi.nz/Ngai%20Tahu%20Whanui/Whai%20Rawa

Members of the original FUNZ group have ongoing involvemenh warious aspects of
Whai Rawa and also still encourage other organisatmosnsider similar arrangements.

6.4. Features of the community experience
The involvement in this community experience was very positiegving great satisfaction

from working in a financial and actuarial capacity withestpeople to achieve goals outside
of the standard commercial working environment. It alsblexdsan actuary:

To broaden the connections with different people and or@fzomis:
o Cabinet Ministers and Government Policy Advisers
0 Ministry of Education and Treasury modelling teams
0 NZ lwi organisations

* To participate in the consideration and development of gowamholicy (including
political aspects).

* To encourage serious consideration of long-term perspectieer than a short-term
view.

* To reaffirm the potential value of mutual, not-for-ptdfased solutions to problems as
opposed to profit-oriented, market/commercial solutions.

* To realise some groups - perhaps understandably - put seifshiabove anything. The
only sector of society that explicitly opposed the Funargements was the current
generation of tertiary students.

7. Results of Actuaries in the Community Survey

The authors of this paper are very conscious that the gasgkes covered in this paper are
only a small sample of the many interesting and valuatagributions that actuaries are
making in the community, and that there are may other rmil&ributions being made by
actuaries which we have not covered. In many cases, tines@g heroes go about making
their contribution in a selfless manner and without seelgaggnition.

12
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The reason for this paper, even if it illustrates onfgva case examples, is to exemplify the
sort of contributions that actuaries are making, andgpsrtinspire other actuaries to make
their own particular contributions in areas which aligrhwhiteir particular passions.

To gain a somewhat broader understanding of actuaries’ coiymumolvement, we
undertook some simple surveys through the Australian and Nelartkeprofessional bodies.

Two surveys were undertaken each adopting the same questienén Australia via “The
Pulse” online survey and the other in New Zealand througheatdémailed survey to the
entire NZ resident Fellows (FNZSA). An opportunity foryacomments was also provided.

There were 111 responses from the Australian survey and 28 reshimra the New Zealand

one. The results of the survey are summarised below:

Q1 Have you ever provided any actuarial services that could beonsidered a
contribution to public policy?

Choice Australia New Zealand
Yes 42% 75%
No 58% 25%

Q2 Have you ever provided any actuarial services that could beonsidered a
contribution to a not-for-profit community organisation (this excludes services to
Government organisations)?

Choice Australia New Zealand
Yes 32% 43%
No 68% 57%

Q3 Have you provided any actuarial services to individuals or sall groups eg families?

Choice Australia New Zealand
Yes 39% 64%
No 61% 36%

Q4 In the last 10 years have you provided any actuarial servicgexcluding services
relating to examination or tutorial systems or committee invtvement with actuarial
organisations) without remuneration?

Choice Australia New Zealand
Yes 36.0% 57%
No 64.0% 43%

Q.5 Have you ever been involved in any other community activitygf any kind?

Choice Australia New Zealand
Yes 78.4% 79%
No 21.6% 21%

Some high-level patterns and insights could be identifiennfthe various response
combinations and comments made.
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The following table gives a summary of the type of commuadgtribution provided by
those who responded:

School Teaching Place of Individuals NFPs Overseas Sport Charitable

Support Worship & families Clubs Orgs
Australia 7 4 7 2 9 5 6 6
NZ 5 0 2 6 1 0 1 1

Conclusions from the survey include:
* Actuaries do, albeit in small numbers, carry out commyumdrk across a broad spectrum.

» There appears to be an orientation towards strong ‘yesgonses and strong ‘no’
responses. The hypothesis here is that people who ha@ stientation to community
work are likely to participate broadly.

* There are some differences between Australia and Nea#d. While we need to use
some caution due to small sample sizes, the New Zealarittigsgion rate was
substantially higher than Australia in all areas except fatbenmunity activities'.

* In New Zealand about half the cases had never undertakeprafyono work — so
presumably much ‘community related work’ was done througin émeployer. For most
of these cases community involvement covered public policy isslims or worked in
some capacity for small NFP organizations or alternigtitteere was no community
involvement.

* The dominant focus for those who had undertaken some pro-bankcawpears to have
been providing financial help to friends and family. Thererevalso a few private
submissions on public policy.

8. Current Initiatives & Involvement

In our case studies we highlight some recent examples aberaries are or can be involved
in community initiatives. Many of these are ongoing and vokmaetuarial support would be
well received. Some other recent, current or emergin@tings are covered in summary
form below, to illustrate both current endeavours but atepesareas for further actuarial
contribution.

8.1. Micro Insurance

As mentioned in Section 4.4, there is an emerging smallpgof actuaries who have pledged
their support and involvement to assist Opportunity Interndtionds endeavours, with a
particular initial focus on micro health insurance in India

India has over 860 million people living in poverty (less thad$3 per day), with most of

these people located in the north and north east. Opporlotgtyational’s objectives are to:

e create or sustain 5 million livelihoods by 2012, and 10 millip2@25;

» lift a cumulative 2.5 million poor families out of poverty by 2020d

* lead and influence the microfinance, livelihood and enisgpdevelopment sector in
India.
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The three core elements in pursuit of these objectivesrecrofinance (broadly defined),
enterprise development and community development. Particoidatives will include
partnering with existing microfinance institutions (20)pgorting the development of 40
start-up microfinance institutions, and launching the Oppiytiicro Insurance Agency in
India.

The small group of actuaries who have expressed interestiignarea are looking at
contributing their skills and capabilities to these iniies$i, especially where we can provide
‘actuarial value-add’. This group is also in discussioith an Australian-based organisation,
World Education, which focuses on educating and supportingorfilgance organisations
throughout their development. This is expected to takeeshagr the next 6 months. Those
interested in offering support are encouraged to contiasteld Armstrong or Kelly Cusick.

8.2. World Bank

Rod Lester has already made a major social contributidhe various senior capacities in
which he operates with the World Bank, for which he vex®gnised as Actuary of the Year
in 2005. These contributions include pensions and insurangstigdupervisory reform and
resolution work, development of private pension mechanignts an emphasis on natural
disasters funding

Rod has written several Policy Research Working Pajpfiesy with a World Bank senior
economist as co-author. Topics have included ‘Rapid ongetahalisasters: the role of
financing in effective risk management’, ‘Developing ralhbased index insurance in
Morocco’, and ‘Managing disaster risk in Mexico: markeicentives for mitigation
investment’. An Australian social impact issue identifiy Rod is the issue of flood damage,
and his belief that some poorer demographics (e.g. WeSiatney) are disproportionately
impacted by the lack of coverage, which increases the itiyeefar actuaries in conjunction
with the Insurance Council of Australia (ICA) to find sabuis to this issue.

The World Bank is involved in a significant number ofiatives globally with major social
impact implications and indeed intentions — including comityu based insurance
mechanisms led by Vijay Kalavakonda, and the developmemii@bfinance and micro-
insurance arrangements — for example, currently theaenised for someone to assist with
microfinance/micro-insurance arrangements in Rwandaafocouple of months. These
facilities can have a major positive impact on the livegens or hundreds of thousands of
people living in poverty.

Given the growth in micro-insurance needs and potergialce providers, there is a need to
develop a textbook on micro insurance under the auspices of #mmalinbnal Labour
Organisation (ILO). Australian actuaries could contriliotéhis initiative.

8.3. Emerging Initiatives — Micro Enterprise Development (MED) and Microfinance —
Australia, especially with Indigenous Australiang

Just as there is a major need for micro enterprise @@wieint and microfinance in developing
countries, so too does this need exist in Australia — egfyetor those who are effectively
denied access to our financial system and have evolved ipassive welfare culture rather
than taking control of their own future.

% In this sub-section, we primarily source our comméwis a report by Leigh Coleman entitled
‘Discussion Paper on the Establishment of a Nationadjémsbus Micro-Enterprise Development
Initiative in Australia: Options and Recommendatiaors@onsideration
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In 2000, the Aboriginal and Torres Strait Islander Commis$ATSIC) initiated discussion

with Opportunity International (and later Emerge Aak#i) which led to a series of pilot
programs designed to test whether MED approaches and teesintgveloped overseas
might have relevance to Indigenous communities in Austraiiar # these pilots, MED had

not been seriously tested or implemented in Australia.

The pilot results have been encouraging and have hadtagaspact on MED clients and
their communities. Other deliverables have included a MEChadelogy that works in
Australia, the development of four retail enterprise huldssatlesign for a national rollout.

The recommended way forward is a Private/Government psinipeoption for MED.
Microfinance is a specialised area combining banking analsskills. There is a need to
build skills and capabilities at a range of levels, including:

* Managers and information systems of micro-financetirtgins (MFISs);
* Central banks (and other government agencies) that regu@atefiance; and
* Donors (see below).

Actuaries can contribute to these initiatives. Andrew Galie early stage discussions with
both Opportunity International and another affiliatedtgrtalled Many Rivers Opportunities
(MRO) and its CEO, Leigh Coleman, regarding what fohis tcontribution could take,
including assistance with regulatory frameworks, eoitributing strategic/business planning
skills to MRO and assisting it with a national roflcstrategy from its early stage MED and
micro-finance initiatives.

8.4. University Education initiative - Philanthropy and Social Investment

There is scope to significantly increase the sizeasaoointribution and effectiveness of the
Philanthropy and Social Investment sector in Austrabaying 2007, a consortium of
universities, business representatives, and representatbrastlie NFP and philanthropic
foundation sectors got together to address these issumsglththe development of a
Philanthropy and Social Investment program through theetsities.

The group was known as the Working Group on Education in riehitzpy & Social
Investment — the universities represented in this groupdediBwinburne, Sydney, Edith
Cowan and QUT. Andrew Gale was one of the business egpagives. The Working Group
proposed to the Department of Prime Minister and Cabirtogram to be implemented
through the universities focussed on increasing effectivemesteadership in this sector.

Co-incidentally, and concurrently, a parallel proposal Watg developed by another
consortium including the University of NSW and Melbourne vdrsity, which was also
submitted to Department of Prime Minister and Cabinet.

The Government recommended that the two consortia coll@avhich they did and which
has led to the formation of the Centre for Social Imhp&he Prime Minister announced this
initiative in October 2007 together with $12.5 million in governnfending for the Centre,
with matching funded to be secured from the private setitavill carry out teaching and
research aimed at fostering greater co-operationdegtvibusiness, community groups and
government on philanthropic activities.

It will also conduct courses to boost the skills of peoplerking in not-for-profit
organisations and to improve reporting standards andpaearscy of these organisations to
make them more attractive partners for the corporatersdthe Government said University
of NSW will lead the project but there will also be inv@hent by the University of
Melbourne and Swinburne University of Technology.
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Swinburne's 'patch’ is grant making and fundraising. Andrale (S involved in the Advisory
Committee to the Swinburne initiative. There is scope dliteonal input from actuaries for
those who are interested, passionate and have relamtiilities.

8.5. Climate Change & Sustainability

In recent years, Tony Coleman and Elayne Grace havedotigrs participants in promoting a
better understanding of global warming and climate change inrgoeet and the community

by collaborating with eminent scientists, business leadeds aaganizations. This included
working with World Wildlife Fund (WWF) since 2004 as paftloe Australian Climate Group

of scientists and with the Australian Conservation FotioddACF) since 2005 on initiatives

that included, in particular, the Australian Business Rabidton Climate Change in 2006
where six major corporations (BP, IAG, Origin, Swiss, Risy, Westpac) joined with ACF to

undertake economic modeling which demonstrated for the firstitilustralia (and before the
Stern Report was published) that taking early action mnaté change would have a much
lower adverse economic impact than delayed action.

Tony Coleman was also a contributing author to the Fourdesssnent Report of the IPCC
report published in 2007 and has also been a member of thedUsétions Environmental

Program Climate Change Working Group for several yearss Harrently active in various

discussions on the design of an Australian carbon emissidingrscheme.

Consistent with his interest in climate change andagasbility, Tony is also a Director of the
Antarctic Climate & Ecosystem Co-operative Resed&ehtre (ACE-CRC) which focuses on
scientific research in Antarctica that impacts orbglcclimate change and sea level rise. He is
also a member of the Steering Committee of Green Qrogaustralia (a NGO originally
formed by Mikhail Gorbachev after the 1992 Earth SummiRim) which focuses on raising
awareness on the humanitarian consequences of clinstgehnd rising sea levels.

8.6. Forestry Management and Protection

Since retiring in 2001, and moving to Tasmania, Naomi Edsvaad become deeply involved
in initiatives to protect Tasmania's forests and algbrmw light on the underlying economics
of some of Australia's forest management issues. Froentative first approach from the
Tasmanian Conservation Trust, Naomi has provided advicehdo Australian Senate
Committee on Plantations, the Resource and Planning [pewetd Commission and various
Federal and State Environmental Enquiries. She has miiégers on various topics,
including:

» The financial risks of Gunns' proposed pulp mill
* The returns being achieved on Forestry in Tasmanidésfstasts
* The MIS prospectus industry and the aggressiveness of Mi&pta forecasts.

Her papers are used by the media and by environmental groupsasutie Wilderness
Society in communicating the financial aspects of tleampaigns. Although few of the
papers require deep actuarial knowledge, they all requiredsfmracasting abilities and
understanding of financial accounts. Naomi has had suppbdr work from the Institute's
Energy and Environment Committee, and public knowledge of her watkei environment
led to her being asked to join the Board of Australiandathinvestments of which she is
currently Chair.
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9. Getting started and developing the opportunity

The case studies show that there are some strong persowditsbelerived by getting
involved in community initiatives and providing support and serw either through the
organisation you work for or individually.

At a more structured level of involvement there is clearlgood opportunity to develop
leadership and governance skills. The case studies idantifye range of other benefits:

» Becoming known/experienced in a new developing subjectoe.s

* Widening the range of contacts and networks — both profeslyioaatl also in a
community.

» Directly rewarding to be a part of the outcomes/results.

* Opportunity to work at a more fundamental level and atewanging issues, often more
thinking than doing.

* Being more directly involved in human level real worlsuiss.

We would therefore encourage actuaries and actuarialnssu@ough we recognise the
focus naturally is more on study and exams) to consider findingroject/activity or
community to support.

Think about what the interests or concerns of differmmmunities might be, your own
issues and concerns, your passions and put them togetherwill hislp shape the direction
you could choose. Speak to other actuaries or contactignanouit what's needed (Note our
suggestion at the end of this section).

If you're interested in making a contribution to the comryyrnwe’ve compiled some tips to
help you get started.

i Do some research

You don't need to be an expert, but becoming armed witHeKitbwledge of your new area
of interest will help you to identify the key issues and mehgur actuarial skills can be of
most benefit.

. Talk to colleagues

The survey completed for this project reveals thatrabmu of actuaries have already played
some role in volunteer work and public policy, so talk teetd about your interests to learn
about their experiences and ideas for making an effectiieilmaion. They may be able to
suggest further contacts in the sector.

ili.  Find out about people in the field and talk to them

Use your contacts to help you find the right people, but devafpaid to cold-call charity

organisations working in the field. Charity organisatjangdustry peak bodies, lobby groups
and political parties are always interested to hear fpwople who want to help out,

particularly if you have some clear ideas on how you can useskiisrto help. Many people

outside the finance industry won't be familiar with actuaskills, so developing your own

ideas of how your skills are relevant will really help.

iv.  Volunteer your time

Volunteering your time is one of the best ways to get yoat in the door to achieve real
change. Even if the work being offered to you doesn't seeite dhe right fit, use the
opportunity to get to know the people and issues in thersgou’re working and start
offering your skills where they are most valuable. You Wi surprised how quickly
organisations are to accept advice from skilled profesisiona
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v.  Organise your friends and colleagues

Combining the efforts of your colleagues, both actuaia others, is likely to prove more
successful, particularly if it gives you the opportunity tormmuiyour ideas off others.

vi. Express a view

If you've done your research, don't be afraid to express a \ietters to the editor of major
newspapers and well-written letters and submissionsetetgto the right members of
Parliament or submission of inquiry will be read.

10. A Possible Blueprint for Action by the Institute

We are not the first authors by any stretch of thegination to address the involvement of
actuaries in the community. Another relevant publication avaarticle by Richard Cumpston
and Colin Priest in Actuary Australia (August 2004) regagdactuarial work for the public
good (“pro bono” work).

In some respects, it is easier for actuaries workingrafiessional services firms or private
consulting to be involved in community initiatives which invohatuarial advice (as opposed
to more general services) — this is because these pemgeahlot of the ‘infrastructure’ in
place to provide such advice (Pl arrangements, risk assassand client acceptance
processes, etc.)

The Priest/Cumpston article was also followed up at tine toy a member survey, which
indicated an overwhelming level of support from members to vedurtheir time to help
causes that would help the general community. On the béret, the survey showed that a
vast majority of actuaries were not currently giving ahyheir time to these causes. At that
time, Colin Priest observed in a letter to the Instithtd:

“This mismatch between intention and practice appears to be due t& aftac

o technical knowledge about the practice areas (e.g. environmental
modelling)

professional indemnity cover

knowledge of the needs of different community causes

professional guidance notes

community awareness of actuarial skills

knowledge about how to determine which projects should be done on a
commercial basis, and which can be done on a pro bono basis”

O O O0OO0Oo

Colin then proposed to the Institute that the actuprikssion develop a culture of working
for the public good much like the pro bono culture that existsmitte legal profession, and
recommended the following initiatives to the Institute:
1. schedule Horizons sessions to discuss the practicalities of pro bokp wor
including presentations from a lawyer, environmental actuaries and aetuari
involved in charitable work

2. create a register of volunteers that can be used to match up asttarie
community causes

3. release a guidance note about actuarial work for the public good (adfiat

was attached as an indication, based upon the Law Society of NSW'’s pro bono
policy and the Australian Pro Bono Manual)
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4. arrange a blanket professional indemnity cover for all actuarial workHer
public good

5. schedule Horizons sessions / papers that cover practice areas relgiatlic
good (e.g. the Energy and Environment committee presented a paper in 2005
about methods of valuing nature services)

6. create a data / research repository for the use of members

7. publicise the availability of actuaries, and administer public actesise
volunteer register

8. organise activities that give opportunities for not for profit organisationsieet

actuaries, present their aims, express their needs, and rectuaréad
volunteers.”

11. Conclusion

Brian Risdale referred to a catalyst in his papel &e believe there are some very positive
role-model “catalysts” amongst the actuarial professidhis is a great starting position and
perhaps, as also mentioned in that paper, there isaalsge the Institute can take in
encouraging and facilitating members to consider and tfiedt own opportunities to get
involved; as actuaries, in a community project or inigti

We have outlined a range of examples, presented an indiaaitithe current level of such
activity and raised some ideas for action.

Like many complex changes, this is not something that caslysime done or put in place. It
needs a mix of genuine action and activity by greater pusnisome positive reinforcement

of the opportunity and the approach and also a good feedbagkd the full membership to
show why this is something that each one of us should gchestonsidering and pursuing.
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