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This paper presents and compares different risk classification models for the frequency and severity
of claims employing regression models for location, scale and shape. The differences between these
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Actuarial Science: “Traditional” versus “NonTraditional”?
Welcome to another issue of Variance, the Casualty Actuarial Society’s peerreviewed journal.

A Note

from the Editor

If you are interested in articles in the realm of “traditional” actuarial topics,
you should find this a particularly satisfying and substantial issue. Look at
the subject matter of these papers:
•

Excess loss modeling and its underlying mathematics

•

Contagion models and aggregate loss processes

•

Workers compensation and the individual risk experience rating plan

•

Parameter risk (two articles)

•

Classical versus Bayesian approaches to inference

•

Quantitative judgments by analysts versus underwriters

•

Comparison of different risk classification models

A nice, basically “traditional” set of actuarial topics.
But then, after initially making this observation, I predictably stopped short
and asked myself what I meant by “traditional.” Well, I responded to me,
of course, I mean, well, er, well… not “non-traditional.” Raising to myself
one querying eyebrow in Spock-like fashion, I proceeded to, if not define,
at least provide examples of what I considered to be “non-traditional” actuarial papers. Which is hard: we inhabit a multidisciplinary and evolving
profession, and one of its great attractions is its potential adoption of, and
responsiveness to, developing quantitative techniques, changing socioeconomic conditions, and emerging risks.
Early in my career, the use of financial insights and models in actuarial science seemed “non-traditional” — they really don’t anymore. Dynamic financial analysis was once non-traditional — it has since become naturally
embedded in how we think and what we do. Predictive modeling and analytics may sometimes seem non-traditional — until one realizes that, as actuaries, we’ve been working in that space for decades.
And this thought stream ultimately led me to ponder, more generally, this
journal and its mission. When you think about it, we are really asking Variance to do quite a lot. It’s a forum for research in traditional functions like
ratemaking and reserving and all their relevant sub-topics, but also for the
non-traditional, such as those mentioned in the prior paragraph and many
others. It publishes both applied and more theoretical papers (with a definite desire that the vast majority have relevance and practical value for our
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readership). It publishes both research-oriented and survey papers. It publishes both original papers and discussions of prior articles. And it’s a potential outlet for the work of both practicing actuaries and academics.
And, thus, it’s difficult, if not impossible, for an individual paper in, or a
specific issue of, Variance to satisfy everyone equally.
I think that’s OK — indeed, if each issue of Variance contains even one article of particular interest to a given CAS member, over time that’s an impressive amount of research relevant and useful to that actuary. It does
suggest a question, though: is the current Variance structure the best, or
are there viable and preferable alternatives? Multiple sections of Variance
each issue for different types of papers? Multiple journals rather than just
Variance? Dedicated or special issues each year for different purposes? The
status quo?
As always, your comments and opinions are welcome. This is your journal
— it is our honor and duty to serve your needs.
Happy reading!

Rick Gorvett, editor in chief, Variance
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