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Institute and Faculty of Actuaries: response to PRA CP18-23 Diversity
and inclusion in PRA regulated firms

The Institute and Faculty of Actuaries (IFoA) is a royal chartered, not-for-profit, professional body. We represent and
regulate over 32,000 actuaries worldwide and oversee their education at all stages of qualification and development
throughout their careers.

Overview

1. The Institute and Faculty of Actuaries (IFoA) is pleased to respond to the Prudential Regulation
Authority (PRA’s) consultation on Diversity and Inclusion (D&I) within PRA regulated firms. We note
that the respective consultation proposals build on those in the earlier joint Bank of England
Discussion Paper DP21/2 on D&l in the financial sector. In our response below, we make reference
to our earlier submission on DP21/2 where relevant.

2. As with any IFoA consultation response, we have considered the PRA’s proposals on D&l from an
independent, public interest perspective.

3. Inour response we use the terms D&l in the context of the PRA’s proposals, and Diversity, Equity
and Inclusion (DEI) in the context of related IFoA initiatives.

About the IFOA

4. The IFoA is the UK’s only chartered professional body dedicated to educating, developing, and
regulating actuaries based both in the UK and internationally. The IFOA regulates and represents
over 32,000 members worldwide, overseeing their actuarial education at all stages of qualification
and development throughout their careers. We set examinations, continuing professional
development, professional codes, and disciplinary standards for our members.
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The IFOA Diversity Strategy

5. As a professional body with a considerable number of our members working in the financial services
sector, we have a strong interest in helping to promote and encourage greater representational
diversity and diversity of thought.

6. The IFoA’s response is drawn from the IFOA Diversity Strategy, launched in January 2022. A
volunteer member-led Diversity Action Group (DAG) partners with the IFOA Executive in the
implementation and advance of the IFoA’s DEI strategy.

7. The IFoA has a strong commitment to DEI, rooted in our Charter principles which seek to act in the
public interest and for the good of society. We have a clearly stated purpose to 'Champion and
embody the benefits of a globally diverse and inclusive profession'. Embracing diversity of thought
and perspective is also essential to the role of an actuary. Our commitment to achieving our purpose
is unequivocal; however, it can only be brought to life by being made actionable, measurable, and
visible.

8. Full details of the strategy and the key activities that support it can be found here.

IFOA Opening Comments

9. As stated in the our Diversity Strategy, ‘Not only is there a moral case rooted in principles of justice
and fairness, but there is also a triple gain from improved equality and a fairer society’:

o first of all, more equality leads to improvements in productivity, mental health, and life
expectancy. In the UK alone, the Bridge Group ! highlights a potential for £39bn annual gain;

o secondly, employers gain from a greater array of talent and a broader perspective on the
challenges their organisations face;

+ finally, individuals gain through being able to fulfil their potential. Our profession benefits too, by
being able to attract and retain talented people from all backgrounds.

10. The IFoA recognises that small, niche professions - such as the actuarial one - need to be able to
attract talented individuals from the widest pool of potential. A strong and positive DEI approach is
necessary to be able to grow and develop a diverse profession. We believe that as part of their role,
individual actuaries should apply professional judgement and challenge group think in the
organisations they work in or advise.

11. It could also be argued that embracing DEI should be a commercial imperative for financial service
firms moving forward. Reflecting the needs, experiences, and backgrounds of the widest set of
potential consumers/customers in a firm’s workforce - in a manner relevant and proportionate to the
firm - makes good business sense.

1See: https://kpmg.com/uk/en/home/media/press-releases/2022/12/social-class-is-the-biggest-barrier-to-career-
progression.html


https://ifoa.foleon.com/dei-strategy/ifoa-dei/

What is the IFOA Doing?
Data

12. Through work to support our DEI Strategy, we are playing our part in gathering valuable data to help
drive improvements in DEI in the financial sector. Throughout 2022, the IFoA contributed to the work
of the City of London Socio-economic Diversity Taskforce. More than 1,000 UK-based IFoA
members contributed to the Taskforce’s baseline survey, and the IFoA has now become an official
supporter of the Taskforce’s new membership body ‘Progress Together’.

13. Additionally, the IFOA has run its third annual DEI colleague survey, with a 72% response rate, and
published a gender pay gap report as part of the 2022/23 Annual Report. More broadly,
demographic data for the IFOA Council, Management Board, Regulatory Board, and the Executive
Leadership Team (ELT) was published for the second time in the 2022/23 IFOA Annual Report,
building on baseline data gathered in the 2021/22 report. We will seek to continue collecting this data
in future years to enable trends in the demographic diversity of these groups to be monitored over
time. Furthermore, all IFoA Committee and Board appointments consider DEI; it is also part of our
Nomination Committee’s Terms of Reference.

Working With Employers

14. Whilst we do not regulate firms ourselves (outside the context of our voluntary Quality Assurance
Scheme [see paragraph 20]), the IFoA can play a role in encouraging members who work within
regulated firms and to help focus diversity initiatives across the profession. This year, we launched
the DEI Employer Network. The network is designed to connect actuarial professionals and
employees who have DEI responsibilities. It facilitates conversations and provides a space for
sharing profession-specific trends, challenges, and best practice. We provide an opportunity to
engage in insightful discussions, exchange ideas, stay up to date with the latest industry trends and
gain valuable insights from diverse perspectives. During the launch of the network in June 2023, we
brought together 16 employers who share a common vision of championing socio-economic
diversity. This marked a significant milestone in our journey toward creating a more inclusive and
diverse profession, where individuals regardless of their backgrounds can thrive and contribute their
unique perspectives.

15. A further session took place in September, focusing on neurodiversity. Overall, the network has so
far brought together DEI specialists from 26 of our key employers, fulfilling our role as a sector body
and convenor of best practice. Early sessions received positive feedback and plans are in place to
continue to grow the network through quarterly sessions on various DEI topics.

Working with Schools and Universities

16. We seek to raise awareness of actuarial careers, particularly through engagement with schools
universities and routes through apprenticeships, to support best practice. This has included the first
ever online-only ‘Count Me In’ event, held in December 2022, linking bright young maths students
from historically under-represented backgrounds to employers, and supporting them in taking early
steps towards entering the profession. Further events are planned for Spring 2024. DEI
considerations have also been incorporated into the application and accreditation process for
universities seeking an agreement with the IFOA.


https://www.cityoflondon.gov.uk/supporting-businesses/business-support-and-advice/socio-economic-diversity-taskforce
https://www.progresstogether.co.uk/

Thought Leadership

17.

In 2021, the IFOA embarked on a thought leadership programme to help promote innovative thinking,
debate, and discussion both within and beyond the actuarial profession. The latest edition was
published in October 2023 in conjunction with GAIN (Group for Autism, Insurance, Investment &
Neurodiversity). It focuses on how firms working within the actuarial (and wider financial services)
sector can benefit from having a neurodiverse workforce, as well as providing advice on how to
support neurodiverse employees to thrive; it can be read here.

Encouraging Best Practice

18.

19.

20.

21.

22.

23.

24,

25.

The Actuaries’ Code is the ethical code of conduct to which all IFoA members must adhere. It is
important from a public interest perspective that the actuarial profession is a diverse one that draws
from the broadest spectrum of views and backgrounds. This diversity is important to ensure the
highest standards of both conduct and output. The IFOA has reviewed the Code, to reflect diversity
considerations and our commitment to ensuring that our regulatory requirements reflect these aims
whilst also setting DEI requirements that are proportionate, consistent, targeted, accountable, and
transparent.

Professional skills training on DEI topics has been shared with members to support them in
embedding DEI considerations in their activity.

The IFoA’s Quality Assurance Scheme (QAS) is a voluntary, outcomes-based accreditation scheme
for organisations that employ actuaries, supporting the highest professional standards. The
refreshed QAS was launched in April 2022, which included the introduction of DEI as a sub-outcome
to Organisational Culture. A DEI specialist review was undertaken in 2022/23 to provide support and
guidance to the accredited organisations in that regard. A further senior QAS representative forum
focusing on DEI was held in September 2023.

We note that tackling DEI is relevant not only within a firm’s Board/ Senior Management and its entry
pipeline; it is also important to consider DEI at mid-career stages and progression and we support
the work of the Progress Together as an official supporter in addressing this issue.

We also note that there are occasions where the actuarial skillset requires different treatment of
different classes of individuals where appropriate; for example, in relation to setting reserves where
men and women have different life expectancies.

The case studies (paras 24/5) below illustrate the impact that actuarial employers/ consultancies can
have on increasing DEI outcomes and transforming DEI practice.

Hymans Robertson joined the Social Mobility Index, an annual benchmarking and assessment tool
for employers, as part of a commitment to recruit and retain the best talent from a variety of social
backgrounds. They report that they have moved into the top 75 firms based on a variety of initiatives,
including introducing a key household occupation question to measure social mobility within the firm,
and helping young people with reading in identified social mobility cold spots.

PwC has also focused on increasing socio-economic diversity and improving social mobility and has
removed its 2:1 degree classification requirement from its recruitment process. They state: ‘This
move isn’t primarily about attracting more applications but opening our roles to students from a
broader range of backgrounds, including those from lower income households.’


https://ifoa.foleon.com/dei-strategy/ifoa-dei/
https://www.hymans.co.uk/insights/blogs/blog/social-mobility-index-were-in-the-top-75/#:~:text=%E2%80%9CThe%20Index%20has%20transformed%20how,mobility%20and%20inclusion%20within%20Hymans
https://www.pwc.co.uk/press-room/press-releases/pwc-removes-2-1-criteria-for-undergraduate-and-graduate-roles-to.html#:~:text=Media%20centre-,PwC%20removes%202%3A1%20criteria%20for%20undergraduate%20and%20graduate%20roles,t%20miss%20out%20on%20talent&text=PwC%2C%20one%20of%20the%20UK's,graduate%20roles%2C%20internships%20and%20placements.

IFOA Response to Consultation Proposals

Our comments on the proposals under consultation are grouped by theme within the PRA consultation
paper.

PRA: Overview

26. We note the proposal to differentiate the D&I requirements between large firms and otherwise, using
a 250 employee ‘cut-off’. It would be good to understand the extent to which the proposals would
apply to the population of regulated firms, if applied in full only to firms above this cut-off level.

PRA: Firm-wide strategies

27. In our response to DP 21/2, we stated that ‘We believe it is important to articulate and demonstrate
strong organisational values. It is appropriate for these to be backed by a D&I policy. However, we
believe the focus should be on initiatives and outcomes rather than the mere existence of a policy,
which could be produced with relatively little effort and could result in a culture of box-ticking and
paying lip service.’

28. In CP 18-23 the PRA state the need for clear objectives and goals for improving D&l in the firm, and
a plan for meeting these and ways of measuring progress against the objectives and goals. The
IFOA supports the increased focus on initiatives, objectives, outcomes, and ways of measuring
progress.

PRA: Targets

29. We agree with the sentiment in PRA CP 23-10 on not mandating prescriptive targets for firms. We
agree that this helps to avoid a one-size-fits-all approach and allows for proportionate application.
We also agree that it is appropriate for the mandatory data to be extended, as suggested, as the
new regime matures/ is embedded.

30. We are aware that the D&I proposals build on a number of different existing voluntary metrics and
initiatives to address historic under- representation in financial services e.g. Women in Finance
Charter, the Parker Review etc. These have made a difference, such as to the number of women on
Boards. It is important that these proposals are consistent with what has gone before.

31. In our view more guidance may be needed on issues relating to data collection and the efforts that
will be required to build up a meaningful level of data. It is recognised that it is not mandatory for
employees to provide this data; some may have privacy concerns for example. Firms will need to
explain why the data is needed.

32. The experience of Progress Together data collection and the experience of organisations collecting
data over a long period of time is that it can take time to build-up to a viable level of data completion.
Sufficiently high levels of data completion may be necessary before meaningful insights and actions
can be taken. However, we believe that a lack of data should not be a blocker to progressing
initiatives in D&l.



33. The impact of small data samples compromising the anonymity of data is noted, but perhaps firms
should be given more of a steer as to how to manage this challenge e.g., minimum cohort sizes,
increased aggregation. lllustrations would be helpful.

34. As we mentioned in our response to DP21/2, neurodiversity is a particular focus for the actuarial
profession and, in our view, it is an area that warrants explicit mention in any requirements or
guidance. We are therefore disappointed that neurodiversity is not included within mandatory or
voluntary data.

35. In relation to socio-economic diversity, we collect relevant data from key IFOA Boards, volunteers,
and other members as part of our data gathering exercises, in line with the Social Mobility
commission recommended questions. This follows our involvement in the City of London Socio-
Economic Diversity Taskforce, and the understanding that data gathering is critical to enable
organisations to measure diversity and for progress to be made. We have also gathered information
about socio-economic diversity from colleagues in our anonymous annual DEI colleague survey.

36. As an official supporter of Progress Together, and as part of our continued work to follow the
recommendations of the Taskforce, we advocate for organisations and actuarial employers to work
similarly towards systematic collection of socio-economic diversity data. We would therefore suggest
that this data collection should be mandated to ensure further progress.

37. We note there is no proposed metric to capture philosophical or political beliefs despite this being a
key aspect of diversity of thought, which is one of the consultation aims. Some philosophical beliefs
are afforded protection against discrimination in law and are an important aspect of diversity. We
also note that diversity of thought is very important both at and below Board level, to avoid group
think and to ensure plurality of thought/ challenge to the status quo. It is important that the focus on
characteristics is matched by the need to encourage diversity of thought which is less metrics-
orientated. For example, the IFoA’s work on neurodiversity is a clear example of this.

PRA: Individual accountability

38. The PRA proposes that (lack of) D&l is to be treated as a non-financial risk. If the proposed
coverage of non-financial misconduct is to be expanded, then it is important that definitions are as
clear as possible. Phrases such as ‘disgraceful’, ‘moral soundness’ and ‘morally reprehensible’ may
have different meanings to different people and cultures. Many actuaries work in the relevant firm’s
risk function and will already have been referencing such factors in their work. The IFOA believes this
will now need to be more formally recognised in risk registers with the appropriate measurement,
management, mitigation, and reporting. Research and training will be important across the
profession to support and facilitate this increased focus and requirement.



39.

40.

The IFoA has its own ethical code of Conduct, the Actuaries Code (as referred to above). We have
always had a requirement that members must show respect for others. The changes consulted upon
in relation to the Actuaries Code aimed to amplify these requirements in relation to DEI. In
developing these proposals, the IFOA Regulatory Board was mindful of the need to develop
requirements that do not place unrealistic or unreasonable obligations on members. Our aim is to
ensure that DEI is appropriately reflected, in a proportionate, targeted, and clear manner. Following
the Board’s approval of the changes in May this year, the IFoA will begin a further engagement
exercise in the early new year, focussing on guidance to assist with understanding of the application
of the new Code provisions and to help members consider and adjust to these changes.

In relation to the PRA’s proposals, notwithstanding the caveat in the revised code of conduct
guidance of 4.1.1 CG to 4.1.1 IG (which sets out clearly that not every lapse of the enhanced
Conduct rules would constitute a breach), the extended areas now covered (in COCON 1.1.7F R (4))
could be viewed as very subjective. We believe that firms may need a greater more steer on how to
interpret these requirements and may feel apprehensive about the sensitivity around navigating
through this.

PRA: Monitoring Diversity and Inclusion

41.

42.

43.

In our response to DP 21/2, we agreed with the statement that collecting and monitoring of D&I data
would help drive improvements in D&l in the financial sector. We have demonstrated our
commitment to this statement by leading several initiatives on monitoring diversity data within the
actuarial profession.

One potential challenge to data gathering (and subsequent monitoring) of D&I relates to employee
attitudes/ confidence in sharing sensitive/ personal data. Employees may be reluctant to disclose
their own personal information, particularly if they have concerns with the security and anonymity of
the data collection process.

It is important that for data collection to be both robust and useful, that clear and consistent
definitions are used. Clarity and consistency is necessary in measuring absolute progress and also
comparing progress between firms.

PRA: Regulatory Reporting

44,

Aside of whether reporting should be mandatory, we believe a key focus should be on gathering
robust data. However, as mentioned above, one reporting (and data collection) gap relates to social
mobility, which could be regarded as cross characteristic data.

Should you want to discuss any of the points raised please contact me, Steven Graham, Technical Policy
Manager (steven.graham@actuaries.org.uk) in the first instance.

Yours Sincerely,

Steven Graham

On behalf of Institute and Faculty of Actuaries



