TOWARDS A COMMON UNDERSTANDING OF PROFESSIONALISM
Michael Pomery FIA (pomeryma@gmail.com)

ICA 2010 Reference No 226 - Professionalism/Education Track

ABSTRACT : The IAA Professionalism Committee is grappling with the challenge, set by
the IAA Strategic Plan approved by IAA Council, of finding a common understanding of the
meaning of professionalism. Internationally, different countries may have different
understandings because of cultural, historical, social or regulatory issues. There might be a
minimum set of elements to professionalism that all nations could accept, along with the
understanding that others might require more.

The Chairman of the Committee gives a personal view of some of the issues which have
emerged, focusing on three areas:

- Ethics and integrity — these are the cornerstones of professionalism and the area with the
greatest consensus

- Serving the Public Interest — another key aspect of being a professional, and for professional
bodies, but marked differences of approach exist around the world

- Non- technical Skills - a wider view post-Morris is that professionalism should cover all the
normative capabilities that actuaries need to deliver their technical skills. The UK
Professional Oversight Board is moving in this direction with its Actuarial Quality
Framework. This is particularly important for determining the content of subject 10 of the
IAA Associate syllabus.
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1. Introduction

1.1 The views expressed in this paper are the personal views of the author and do not
represent the views of the IAA Professionalism Committee nor of the 1AA.

1.2 In November 2008, the IAA Council agreed a Strategic Plan for the IAA. One of the
agreed Actions in the Plan is :

“Achieve a common understanding of the principles of professionalism, including code of
conduct and disciplinary procedures.”

This action has been included because the IAA leadership believes that member associations
do not have the same understanding of the meaning attached to the word “professionalism”.
This word can have different meanings in different countries because there are cultural, social
and historical differences, in addition to differences in regulatory regimes in the field of
financial services.



It seems to me that we must not start from a position that there is only one correct meaning of
the word “professionalism” and seek to dismiss all other possible meanings. Rather, we
should try to establish what beliefs are commonly held by actuaries of all countries. Then,
where there are differences, we should seek to understand the diversity of views and the
cultural influences and social history which have led to different views in countries other than
our own.

1.3 The IAA Professionalism Committee has begun to address this Action in the IAA
Strategic Plan. Over the last year, | have read a number of papers suggested by members of
the Committee from a range of different countries (1). I would be very pleased to receive
suggestions of any further relevant papers, particularly from any countries not so far
included. 1 would also be pleased to receive comments on any aspects of this topic.

1.4 It is quite clear to me that this topic is a very deep one and the potential written material
which could be researched is large. It would be well beyond the volunteer resources of the
Committee members to study all the relevant material. Much has been written on the nature
of a profession, which is directly relevant to our topic. In addition, there must be much that
has been written about other professions; law, medicine, accountancy and others. | am very
conscious that, in writing this paper, | am barely “scratching the surface”. Consequently, |
restrict myself to some observations on three sub-topics ;

- A common understanding of ethical behaviour, as evidenced by the IAA Code of Conduct
requirements

- Differing views on how a professional body and its members should “serve the public
interest”

- The evolution of professionalism in some countries to include non-technical skills, such as
communication and business awareness.

2. Ethical Behaviour

2.1 There seems to be a common understanding that professionalism is, first and foremost, a
matter of ethical behaviour. Standards of ethical behaviour are laid down in each
association’s Code of Conduct. Each member association of the IAA must have a Code of
Conduct which meets the requirements laid down in the IAA Internal regulations (see
Internal Regulation 2.1.4, reproduced as an appendix to this paper). It is no surprise that there
seems to be broad agreement about the main elements of the requirements in regulation 2.1.4.
However, at a more detailed level, there are probably differences of emphasis. There may
also be cultural or societal differences to take into account. One such example, supplied by a
member of the Professionalism Committee, relates to the subject of “whistle-blowing”. He
observed that Japanese and other Asian nationals tend to be hesitant in making direct
criticism of another person to their face, so problems are sorted out by indirect approaches.

2.2 Within the topic of ethical behaviour, there is a strong consensus that the foundation of
good behaviour is integrity. It is surely no accident that the list of IAA requirements in
regulation 2.1.4 begins :



““a) An actuary shall perform professional services with integrity, skill and care.................
Similarly, the code of conduct in Mexico (1) lists a set of General Principles, starting with :
“Act honestly, with integrity, impartiality, high sense of probity and good faith,........ 7

In a paper entitled “The Actuary — Professional and Competence Profile” published by Het
Actuarieel Genootschap (1), there is a list of “Key values of the Profession”. The first one on
the list is :

“Acting with integrity............ ”

Lastly, among these examples, the recently revised Actuaries Code of the UK Actuarial
Profession (2) begins with this sentence :

“1. Integrity : Members will act honestly and with the highest standards of integrity.”

2.3 We, in the actuarial profession, are not alone in describing integrity as the cornerstone of
professional ethical behaviour. In 2009, the Federation of European Accountants (FEE)
published a Discussion Paper entitled “Integrity in Professional Ethics” (3). The following
extracts give a flavour of the views expressed by the FEE.

“FEE believes there is a case to argue that Integrity is the core [ethical] principle, as
without integrity, no professional activity can be relied upon”

“A distinguishing hallmark of the accountancy profession is its acceptance of its
responsibility to take into account the public interest. Integrity and ethics must be at the heart
of professional life in order to achieve full public trust.”

“Integrity often refers to the quality of a person’s character but is always about “doing the
right thing”. Integrity, therefore, is the cornerstone of professional behaviour. Amongst other
things, it is essential that the profession as a whole retains its reputation for honesty,
straightforwardness, fair dealing and truthfulness: without this, the profession will lose
credibility.”

The 1AA responded to this Discussion paper expressing our support for these views, as also
did the Groupe Consultatif.

3. The Public Interest

3.1 There is general agreement that a key element of professionalism involves “serving the
public interest”. The IAA Statutes (4) open with a set of six aims, of which the second is :

“Provide high standards of professionalism among actuarial associations and among
actuaries throughout the world to ensure that the public interest is served.”



Looking at the three documents quoted in section 2 above, we again find prominent
references to serving the public interest. In Mexico, the first principle of the Code of Conduct
already referred to continues with the words :

“[Act honestly............. good faith], always putting the public interest before any other
interest”

In the Netherlands, the first “key value”, previously quoted, finishes :

“[Acting with integrity............. ] and carrying out activities which promote the interests of
society.”

In the UK, the introduction to The Actuaries Code states its purpose as follows :

“The Code consists of principles which members are expected to observe in the public
interest and in order to build and promote confidence in the work of actuaries and in the
actuarial profession.”

3.2 In 2007, Fred Rowley (Co vice-chairperson of the Professionalism Committee) wrote a
discussion paper (5) for the Committee, based on a questionnaire completed by 14 member
associations from around the world. On the topic of the public interest, (or “public good”, in
Fred’s terminology), he wrote :

“Despite frequent assertions to the contrary, the key debates in this area do not seem to arise
from a failure to understand the concept of public good. They seem to arise more from asking
what actions should properly be taken in response to considerations of the public good, and
especially what requirements should be imposed on individual actuaries by their professional
body.”

He observed that the survey revealed a significant diversity of approaches. His paper
discusses in some detail the considerations for professional bodies in setting requirements for
their individual members.

On the question of the “public good” duties of the professional bodies themselves, he notes
that there is much common ground. He refers to the need to promote and maintain high
quality education and research activities, qualification standards, technical standards and
ethical standards (including discipline). He goes on to refer to the need to contribute to public
debate and to speak out on issues, particularly where actuaries have “knowledge and/or skills
that the public lacks.”

3.3 The origin of the paper by Fred Rowley was in response to the Morris Review of the UK
Actuarial Profession in 2005. Sir Derek Morris was appointed by the UK Government to
carry out an independent review of the actuarial profession in the UK. He took evidence from
a wide range of interested parties, in particular, users of actuarial advice. He recognised the
importance of the public interest element and summed up his views in this extract from the
Executive Summary of his final report (6) :



“Actuaries have obligations and duties to protect the public interest. The statutory regulators
place whistle-blowing and reporting requirements on actuaries holding reserved roles. The
review makes a number of recommendations to the Government and to the statutory
regulators to clarify the reporting and whistle-blowing requirements to ensure that actuaries
understand when they have a duty to report and that they have an appropriate degree of legal
protection when they do so. In addition, all actuaries have a duty to comply with professional
standards — both ethical and technical. Taken together, the duties upon actuaries to whistle-
blow to the statutory regulators, and to comply with professional standards are the
mechanisms through which the public interest is protected.”

3.4 Undoubtedly, some actuaries might feel this is a fairly narrow and restricted view of how
the profession serves the public interest. For a broader interpretation, here are some
quotations on the subject of professions and the public interest taken from a speech given to
the Society of Actuaries in 1989 by Mr Judge Willard Estey (1) :

“The distinguishing feature [of]a profession......is the overriding interest of the professional
in the public well being, whether or not that comes into conflict with his professional goals.”

“A commitment by each and every member ........... towards community interest, humanitarian,
and other altruistic goals overriding the immediate economic necessities of life of the
professional in his daily work.”

“The highest, first, last, and almost always paramount consideration in a profession is the
component of public interest over and above self-interest. The promotion of the public
interest through one’s profession is not an overnight task. It must be a long-standing, deeply
embedded operating principle of any profession.”

4. Non-technical Skills

4.1 In this section, | consider the boundaries of a definition of professionalism. Is there a
common understanding of what the term “professionalism” includes? The particular aspects |
wish to consider are the non-technical skills, such as business awareness and communication
skills. Throughout my career as an actuary, | have believed that it is not enough to be a good
technical actuary. In addition, an actuary must be able to set his or her results in the context
of the employer’s or client’s business needs (“business awareness”). An actuary must also be
able to explain the results of his or her work clearly, concisely and logically to non-actuaries
in writing or by the spoken word (“communication skills”).

4.2 1 would like to illustrate the importance of this by telling a story. In 2005, when | was
President of the Institute of Actuaries, the UK Actuarial Profession carried out a strategic
review. As part of this review, the President of the Faculty of Actuaries and I interviewed the
Chief Executives of the ten employers with the greatest number of actuaries in the UK (the
four largest insurance companies, the four largest consultancies and two of the big four
accountancy firms). We asked each of the Chief Executives about the qualities of the
actuaries they employed, many of whom were in senior positions. The Chief Executives all,
independently, gave us a very similar message, as follows :



“All our actuaries are superb technically. But, compared with the other employees who are
not actuaries, they are generally weak in three areas :

- Communication skills
- Business awareness
- Contributing to multi-disciplinary teams”

We were not surprised by these conclusions. The UK profession had already introduced
communication skills into our examinations several years earlier. We were also about to
introduce business awareness into our education syllabus from 2005, while the third
weakness was largely a direct result of the first two. On the other hand, what did surprise us
was the remarkable consistency of the responses from the ten different organisations and the
strength with which the views were expressed.

4.3 Mickey Lowther, an ASSA member, has co-authored two papers (1) which address this
topic, particularly in the context of teaching professionalism. He confirms that a number of
the larger, more mature actuarial associations have, like the UK, included material on these
non-technical areas in their education structures. We can conclude that, in these associations,
a professional education (and subsequent CPD) comes in three parts : technical skills, ethical
behaviour, and non-technical skills.

4.4 One can feel sympathy with the newer and smaller associations, who may still be working
hard to make sure that they adequately meet the first two parts, technical skills and ethical
behaviour, only to discover that the larger associations have “moved the goal posts” and
introduced a third part. That thought leads me to a couple of questions:

- Within the 1AA, are all associations, large and small, ready to agree that professionalism
includes certain non-technical skills?

- If not, should the IAA be moving towards a target of achieving that agreement in the future?
4.5 1 also have one other question on this topic.

- Is it the job of the actuarial association to try to ensure that its members acquire (and
maintain) these non-technical skills, or is this the responsibility of the employers of actuaries?

It seems to me that there is a perfectly respectable argument which says that the employer
(whether insurance company or consulting firm) benefits from having employees who have
good business awareness and can communicate well, so the employer should provide the
necessary training in these areas. Maybe the best answer to this question lies in a co-ordinated
approach by the actuarial association and the employers of actuaries, who both have an
interest in seeing that actuaries have the right skills to do their jobs well.



APPENDIX - IAA Internal Regulation 2.1.4

2.1.4 The association must have a Code of Professional Conduct in place. A copy of the
association’s current Code of Professional Conduct must be made available to the members
of the association. Its provisions need not use identical language but should be consistent
with the principles described in the provisions of this section 2.1.4 a — k, except that an
association’s code need not include provisions whose description contains optional language,
such as “An Association may” or “for example”. An association may provide additional
guidance in its Code of Conduct provided that the additional guidance does not reduce any of
the obligations set forth below.

a. An actuary shall perform professional services with integrity, skill and care. An actuary
shall fulfil the actuary’s professional responsibility to any client or employer. An Association
may provide more specific guidance if it wishes to do so (for example, an Association may
indicate that an actuary could consider advising a client or employer where a proposed course
of action would, in the opinion of the actuary, be contrary to the public interest).

b. An Actuary shall act in a manner to fulfil the profession’s responsibility to the public. An
actuary shall act in a manner to uphold the reputation of the actuarial profession. An actuary
shall not engage in any advertising or business solicitation with respect to actuarial services
that the actuary knows or should know is false or misleading.

c. An actuary shall co-operate with others serving the actuary’s client or employer. An
actuary shall not disclose to another party (unless authorised by the client or required by the
discipline process of the member’s association, but subject to legal requirements) confidential
information (that is, client information that is not in the public domain and of which the
actuary becomes aware as a result of providing actuarial services).

d. An actuary shall perform professional services only if the actuary is competent and
appropriately experienced to do so. An Association may permit actuaries to operate otherwise
in defined and specific circumstances (for example, where an actuary is working with another
actuary who is fully competent and appropriately experienced, or where the client would be
disadvantaged if available advice was denied).

e. An actuary is responsible for ensuring that the actuary’s work conforms to applicable
practice standards in the actuary’s work. An actuary must take into account any relevant
practice-related guidance issued or endorsed by the actuary’s Association that is binding on
the actuary, and may take into account any non-binding practice-related information that is so
issued or endorsed. An actuary must know the current requirements of the applicable Code(s)
of Conduct.

f. An actuary shall, in communicating professional findings, show clearly that the actuary
takes responsibility for them. An actuary shall indicate the extent to which the actuary or
other sources are available to provide the client or employer with supplementary information
and explanation about scope, methods and data.

g. An actuary shall, in communicating professional findings, identify the client for whom
these findings are made and in what capacity the actuary serves.

h. An actuary shall not perform professional services involving the actuary in an actual or
potential conflict of interest, unless the actuary’s ability to act fairly is unimpaired and there
has been full disclosure to all principals of the actual or potential conflict. An Association
may also require that an actuary may not perform professional services under these
circumstances unless all principals have expressly agreed that the actuary may do so.

i. When an actuary is asked to take on professional services previously provided by another
actuary, the actuary shall consider whether it is appropriate to consult with the previous



provider of the professional service to ensure that there are no professional reasons to decline
taking on this new responsibility.

J. An actuary shall disclose to the actuary’s client sources of material compensation or
income from any other source that are related to any service on behalf of a client as soon as
such a source is identified.

k. An actuary shall be subject to the disciplinary procedures prescribed in the rules of the
actuary’s Association, and, subject to the right of appeal within those rules, shall accept any
judgement passed, or the decision of any appeal procedure.
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