
d e velopments in actuarial and non-actu-
arial thinking

• Professional standards have been we a k ,
ambiguous or too limited in range

• Se l f - regulation has not been sufficient
to address these issues.

It is evident that the Morris re v i ew is
somewhat critical of the status quo in the
p rofession as indicated by the tone of its
critique in the following selective quotes:

• Useful inputs from the disciplines of
economics, statistics and demography
have less impact than they should

• Actuaries avoid or resist clear presenta-
tion of the risks and uncertainties that
accompany long-term projections

• Much of what actuaries do overlaps with
the work of financial analysts, economists,
statisticians, demographers and others

• Actuaries failed to allow adequately for
the persistently dow n w a rd path of infla-
tion and interest rates in the 1990’s; failed
to allow adequately for the subsequent
p recipitate fall in the stock market; failed
to question sufficiently the pre va i l i n g
o rt h o d oxy that high equity returns could
be expected to provide healthy long-term
returns with a degree of confid e n c e
a p p ropriate to bond inve s t m e n t s

• Actuaries we re too slow to adjust to the
changing circumstances, too infle x i b l e
to consider or re flect sufficiently on the
likelihood or the consequences of large
adverse movements

• Against a backdrop of considerable tur-
bulence and change, attempts are in
train to achieve a degree of international
convergence of actuarial standards

• Actuarial appointments may re s t r i c t
competition from non-actuarial pro f e s-
sionals, such as fund managers, who
wish to compete for services, in partic-
ular, advice on asset allocation

• Weaknesses in self-regulation by the pro-
fession include: inadequate pro t e c t i o n
of the public interest, for example, pen-
sion plan under-funding; standards and

Fo l l owing the financial difficulties
experienced by the Equitable Life
Assurance Society in the Un i t e d

Kingdom, Lord Pe n rose issued a re p o rt that
was critical of many parties invo l ve d ,
including the Eq u i t a b l e’s actuaries who
we re held responsible for the So c i e t y’s
inability to meet policyholders’ re a s o n a b l e
expectations. The Equitable incident also
led to a decision by the UK government to
u n d e rtake a “Re v i ew of the Ac t u a r i a l
Pro f e s s i o n” under the leadership of Si r
De rek Morris, with a broad mandate to
consider what professional and other re g-
u l a t o ry framew o rk would best promote re c-
o g n i zed, high-quality and continuously
d e veloping actuarial standards, openness
in the application of actuarial skills, trans-
p a rency in the professional conduct of
actuaries, accountability for their actions
and an open and competitive market for
actuarial advice in the UK.

Although the Morris Review is specifi-
cally a re v i ew of the actuarial profession in
the United Kingdom, several aspects of the
review may be considered as applicable to
the profession in other countries and will
be of interest and direct relevance to both
practitioners and users of actuarial serv i c e s
around the world. After an initial consul-
tation phase, in which the Morris Review
sought facts and opinions re g a rding the
actuarial profession, an interim re p o rt has
been issued by the Morris Re v i ew that has
identified the following major issues:

• The profession overall has been too
insular and slow to adapt to changing
circumstances

• T h e re has been insufficient transpare n c y
in actuarial advice

• T h e re has been inadequate scru t i n y,
challenge and market-testing of actuar-
ial advice by users

• T h e re has been a lack of clarity about
the accountability of actuaries to the
wider public interest

• The educational syllabus for UK actu-
aries has failed to take full account of
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practice perc e i ved as influenced by com-
m e rcial interests; absence of pro - a c t i ve
monitoring of actuaries’ compliance
with professional standards; a pro f e s s i o n
too intro s p e c t i ve, not forw a rd - l o o k i n g
and slow to modernize

• It is essential to overall financial stabil-
ity that assessments of long-term liabil-
ities of insurers and pension funds are
done well.

On balance, the findings of the Mo r r i s
Re v i ew are objective and accurate. Although
some members of the profession may have
d i f f e rent opinions from those expressed by
the Morris Re v i ew on certain aspects of the
interim re p o rt, the constru c t i ve criticisms
and likely recommendations of Sir De re k
Morris will serve to strengthen the pro f e s-
sion in the long run and improve the degre e
of public confidence in actuarial practices
and methodology.

In the United States, the actuarial pro-
fession will be studying the re p o rt of the
Morris Re v i ew and will doubtless take
c redit for being well positioned with re s p e c t
to its own standards of practice. But it will
also need to evaluate how it compare s
against the various areas of concern and
criticism detailed in the re p o rt of the
Morris Re v i ew. It is one thing to have an
i n ve n t o ry of approved standards of prac-
tice. It is another question, however, as to
the extent to which those standards are
implemented in practice. Mo re ove r, it
would seem to be appropriate to consider
a major concern expressed in the Mo r r i s
Re v i ew, namely, how to monitor the extent
to which compliance with published stan-
dards of practice is achieved.


