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GE^TER \̂L INTRODUCTION

-WM

T h i s r e p o r t d e s c r i b e s t h e o b j e c t i v e s , m e t h o d s , and

f i n d i n g s o f two e x p e r i m e n t s . T h i s r e s e a r c h f o c u s e d on

e l e m e n t s v ;h ich m i g h t be i n c l ' a d e d i n any l i f e i n s u r a n c e

c o s t d i s c l o s u r e s y s t e m l i k e l v t o be d e v e l o p e d and

s p o n s o r e d by t h e F e d e r a l T r a d e C o n . n i s s i c n .

The f i r s t s t ' j d y ( h e r e a f t e r r e f e r r e d t o as S t u d y LA)

e x a m i n e d a v a r i e t y o f q u e s t i o n s r e g a r d i n g how much and

j u s t '.v/hich i n f o r m a t i o n c o n s u m e r s a t t e n d t o i n m a k i n g

s i m u l a t e d p u r c h a s e d e c i s i o n .

The s e c o n d s t u d y ( h e r e a f t e r r e f e r r e d t o as S t u d y IB)

e x a m i n e d w h i c h o f s e v e r a l a l t e r n a t i v e f o r m a t s f o r d i s -

p l a y i n g c o s t i n f o r m a t i o n was b e s t i n t e r m s of i n p a c t on

t 'ae c o n s ' j m e r ' s a b i l i t y t o r a n k o r d e r p o l i c i e s o f d i f f e r -

e n t c o s t .
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STUDY IA: CONSir.F.R ACCESSI'̂ Ĝ OF COST INFORl-lATION

Background and Objectives

T'ne general Question addressed by Study IA is as

follows: Given a simulated purchase situation contain-

ing those kinds of infornation typically available (or

likely to be made available) to the consuner in an

actual purchase situation (eit'ner as provided in the

printed material he receives or as elicited by the

consuner from the agent via direct questioning), how

likely is 'ne to acquire cost r^isclosure information,

especially relative to these other types of infornation?

This general question nay be re-phrased in tems of

questions reflecting five specific objectives.

Primary Objectives

1. To what extent to consumers access cost infor-

mation when making a life insurance purchase decision?

2. To what extent do consumers access ot'ner rele-

vant types of infornation which might be included in a 

cost information disclosure system?

3. Do written statements which might be included

as part of a cost disclosure system increase the extent

to which consuners compare the costs of policies and

use indices other than oreniums to do so?

.̂ k.
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Secondary Objectives

4. (a) How inportant are preniuns (relative to

cost) for prosoective purchasers making life insurance

purc'nase decisions? (b) Specifically, will people

choose policies with low preni'ums even if they have

higher costs?

5. Does the accessing of cost infornation relate

to the selection of lower cost policies?

One might predict fron the available literature on

consuraer infornation acquisition (regarding s'JcVi factors

as unit pricing and nutrition labeling) that few con-

suners would use life insurance cost disclosure infor-

mation. However, the study was considered worth doing

for at least three reasons. First, life insurance is a 

qualitatively different kind of product than those pre-

viously studied. Not only is it an intangible, but it

represents a considerably nore exoensive and long-tern

purchase. Consuners may be more prone to pre-purchase

information seeking in such "high risk" situations.

Second, even if only a fraction of all life insurance

purchasers effectively used cost disclosure information,

the aggregate savings could be substantial, t'nereby

making disclosurs programs worth the effort and expense.

Finally, consumers can and do change over tine. Particu-

larlv as cost disclosure information becomes familiar
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to t'nem and a p p r o p r i a t e cons ' iner e d u c a t i o n programs are

implem.ented (and a l s o per'naps as a func t i on cf app ro -

p r i a t e word -o f -nou th conmunicat ion^ , i t i s e n t i r e l y

p o s s i b l e t h a t no re and more consuners '.v'ill beg in to

u t i l i z e l i f e i n s u r a n c e cos t d i s c l o s u r e i n f o r n a t i o n .
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'̂e t ho do IG:-? i c a 1 AD proa ch

S anoIe

T'ne sample consisted of 238 adults, approxinately

two-thirds nale and one-t'nird female, residing in and

around Lafayette, Indiana. This convenience sanple '.-/as

obtained via solicitations nade over the phone (for

the nore than 500 persons contacted by random.ly select-

ing numbers fron the phone directory), in newspaper ads,

and to various community organizations (e.g., PTA,

Jaycees, Lions Club, Kiwanis Club, etc.). Given that

the investigation '.jas exploratory and does not seek to

statistically extrapolate to the population at large,

such a convenience sanple was considered s'uitable.

Individuals in the sanple were required to meet the

following screening criteria: be bef.v/een the ages of 25

and 45, and have at least one dependent under the age of

15 living at home. This latter criterion was employed

to insure that the subject had at least a modicum, of

"insurable interest."

The subjects were paid for their participation.

Most received SIO; the first 54 received only $5. An

additional $1.50 v.'as paid to the sponsoring organiza-

tion for each subject that was solicited t'arough (and

participated on behalf of) that organization.

.^L
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The basic sociodemographic characteristics of t'ne

sample are presented in Table I. Satisfactorv distri-

butions appear to have been obtained for all the major

variables of interest.

In addition to ascertaining general sociodemographics,

questions were included to obtain an indication cf the

past experiences and policy ovv-nerships of th-a subjects in

regard to life insurance. Inspection of Tables 2 and 3,

which provide these data, reveals that, e.xcept for the greater

araount of family incone and insurance coverage reported by

group 5, subject assignments to t'ne six groups did not result

in the groups differing appreciably in regard to these

variables.

More specifically, subjects reported having been

contacted by a life insurance salesperson approximately

4 times over the previous five years (Table 2). Ninety one

percent of the sample reported having life insurance at

the present tine (Table 3). This figure agrees exactly

v;ith t'ne percentage of husband-wife families in the U.S.

who carry some life insurance, according to industry sources

(Institute of Life Insurance, 1973, p. 14). The subjects

further reported having approximately two-and-a-third

policies each for a mean coverage of .$50,000 (Table 2).

The considerable amount of skevmess surrounding this last

figure suggests that the median m.ight provide a more suitable

indication. The median amount of coverage was $35,003,375.

Further, approxinately 56% said they had some (or all)

of their insurance thro'ugh a group plan, 78% said they

bought some of their insurance fron a salesagent, and
1978 AP Consumer Accessing and Use of Information Jacoby BonkNote 124p 9 of 124



U 1 Sociodenographic characteristics of tlie sample.

Gro-ap : 1 "> 1 ' ^ 1 
1

1 b Total '.

Source: Control :!.Aic FTC FTC .- _̂  T p I ?TC

Trigger: Absent Ab s en t Absent Present Present Present

Buv Gde: Absent Present Present -Absent Present Present

Sex: Male 26 27 25 26 30 25 159 67
Female 14 13 14 14 11 13 7'̂ 33

•.ge: 25-29 10 7 14 11 8 10 60 25
30-34 21 13 14 14 14 9 85 36
35-39 4 1 1 4 10 3 13 50 21
40-45 5 V / 5 11 U 0 17.5

Education:
Grades Completed

1-8 1 0 0 0 1 2 1
9-11 0 0 1 0 0 1 .05
1 n 
L 4- 11 11 8 7 10 12 5? 24.5
13-15 14 12 3 11 7 5 57 24
16 8 8 15 7 16 9 63 26 J
17 1 1 2 5 0 2 11 5 118 4 3 2 7 7 5 2 8 12 1
19 0 3 1 1 0 0 5 2
20 0 0 1

1. 2 0 3 6 3
21 0 2 0 0 0 1 3 1
22 1 0 I 0 1 -?

0 1

Total family income for
preceding year:

S 5,999 or less 0 1 3 0 1 0 5 9

$ 6,000-$ 8,999 3 6 2 4 1 3 19 8
3 9,000-311,999 8 5 7 5 5 5 30 13
$12,000-$14,999 4 5 8 5 4 4 30 13
S15,000-$17,999 4 8 4 5 5 8 34 15
$18,000-$20,999 8 7 4 9 5 6 39 16
$21,000-$23,999 7 2 5 4 3 4 25 10
$24,000-329,999 5 2 4 7 /

4 5 27 11
330,000 or above 1 1 U 1 13 3 24 10
no response 0 n 3 0 0 - . J 5 n

'0. of children: 1 12 12 12 12 12 11 71 30
(Q.17a) 2 12 12 20 17 17 12 90 38

3 11 12 6 7 6 8 50 21
4 2 3 0 3 2 3 13 5
5 2 0 0 0 2 ., /
6 1 0 0 1̂ i. 1 4 2
7 0 1 1 n i 1 r- ". >

N = 40 40 1 39 1 -0 i 4 1 38 o -; :;
...,
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Table 2. Lite insurance experiences and outiership; selecced questions

(means and standard deviation)

5. Agent contacts
during past
5 years:

7. No. of policies
on own life:

li. Total amount of
present coverage:

Group:
i
I

J J. - t tl J.

Source: ControiJ N'AiC , FTC j FTC
1 ' 

N'AIC 1 FTC

Trigger: .Absent j .Absent .Absent Presentj Present; Presen:
1 1 

BuyGde: Absent j Present Presentj .Absent | Present Presen:
1 1 i 

X = 40 1 40 1 39 j 40
1

i 1 ' 3S 238

X 4.27 3.63 3.97 3.95 4.22 4.15 4.05

S.D. 1.40 1.49 1.2'' 1.45 1.51 i.21 1.39

X n on 2.32 1 n 7 2.48 2.42 2.18 2.33

S.D. 1.42 1.2Q i 1.13 1.26 1.47 1.2 5 1.31

X 349158 $46180 351513 $48318 $62693 $"6189 35071C

S.D. S49164 35U14 S60376 ! $53481 S 613 4 7 S53i6i 554-3-

• ^ ' • -
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T a b l e 3. L i f e i n s u r a n c e e x p e r i e n c e s and o'^.Tiership: seicct-.='d

v a r i a b l e s ( p e r c e n t a g e af f ir^-st i.-e r-'.-s p cr. 3>.̂"i . 

' .vjm.x mm..tt
tir ji;p;

Currently own
life insurance?

Own insurance
through a group
plan?

Bought insurance
from an agent?

*10,

^12

;. A 

Source: Control ::AIC : 
i
FTC FTC 1 ::AIC Z'cZ

Trigger: Absent Absent | 
1
Absent | Present] Presentj

; 1 
Present

Buy Gde: Absent Presenq Presen" Absent ; Presend Present

M — '-. 0 in ' n n ( '.z \ ZI 7 Q 2 33

/o y e s

% y e s - F

Z y e s - X F 

;'; y e s - F

/<. yes-NF

Bought insurance '° y^^-F

through the mail? ,; yes-.\'F

Expect to purchase

life insurance

during next 5 

vears?

7„ yes-F

% yes-NF

9 0 % 95% 95% 88% 8S% 89^; 91%

54% 61% 1 51% 68% 56% 74.0

56%50'̂ 53- 49% 65% 63% 56%

S3X 90% 84% 90% 86% I T . a3/o 1 

78%75% 85% 79% 35% 76% p - --

a3/o 1 

78%

^
3% 0% 8% 3% 3% 3%

^

3- 0% 8% 8% o-y 3': * '-

45% 32% 51% 53% 38% 29% -4 1,4

43'; 30': _9% C r^. '̂ 34% S':'' • 

*Note: Tae designation "% yes-F" stands for the percentage yes response "filtered,"
i.e., only for the subjects who responded "yes" to question 6. The "% yes-NF'
represents the percentage yes response based upon the entire set of subjects
in that group, as indicated at the top of each column. Thus, "% yes-N'F'
stands tor the. non-filtered percentage yes response.
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10

4% said they purchased some of their insurance through

the mail. .Xlm.ost two-fifths (or 39%) of the tctal

sample said that they expected to purchase some life

insurance sometime during the next five years.

Design .and Independent Variables

The basic experimental design represents a 2 >; 3 

fully-crossed factorial with approxim.ately 40 subjects

per cell (see Figure 1). There were two levels of a 

trigger factor (present or absent)- and three levels

of a buyer's guide factor (none, NAIC, and FTC). This

design enables us to examine the impact on information

acquisition behavior of several t;''pes of "written

statements" which might be included as part of a cost

disclosure system. Specifically, the design enables us

to compare two types of buyer's guides (one developed

by the NAIC and the other developed by the PTC) against

each other, both with and without their respective

triggers and in comparison to a control (Group I) , the

latter representing conditions as they are in the field

today (i.e., no triggers and no buyers guides). Copies

-''A "trigger" is a brief statement alerting the consumer
to the fact that he(she) m.ight be able to save appreciable
amounts of money by shopping around.

1978 AP Consumer Accessing and Use of Information Jacoby BonkNote 124p 13 of 124



11

Trigger:

Buyers Guide:

Group N'o . : 

N'o. of Subjects:

.'Absent Fresent
j

None NAIC :-TC No:.e 1 ..AIC FTC

1 2 3 4
i

5

z
6

40 40 39 40 .;i 38 23-3

Figure 1. Study IA design and cell sizes.

.'otes: 1. Group 1 is the Control Group (having no trigger and no buyers guide;.

2. The four groups of priraary concern in terms of 'o '̂he JiC s educational
and 6,statements (i.e., buyer's guides and triggers) are Groups 1, 3,

The total sample is 238.
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12

of the buyer's guides and triggers are pre:iented in

Appendix A.

Decision Task

F.ach subject engaged in a simulated life insurance

purchase decision which involved "purchasing" (i.e.,

selecting) one out of three policies. Half the subjects

in each group were asked to choose from among three

whole life policies (all having a face amount of $10,000),

and the other half were asked to m.ake their choice from.

am.ong two whole life and one term policy (all having a 

face amount of ?;10,000).

The always implicit "I would buy none of these"

option was expressly prohibited; that is, subjects were

forced to select one of the three available policies.

The rationale underlying this decision is that the

study was not designed to see which policy the consumer

does or does not buy, but to see which inform.ation he

looks at when he does make a purchase decision. The

concern was that by permitting the subject to take ad-

vantage cf a "none of these" option, we m.ight find some

subjects terminating information search because they

felt they already had adequate coverage in real life or

perhaps because they were participating in the study

simply in order to earn $5 or $10.
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13

Policies Tested

The specific information and policies used -.vere

selected by the FTC Life Insurance Task. Force in order

to provide a satisfactory test for achieving the earlier

stated objectives. Almost all the inform.ation presented

to the subjects was "real," i.e., actual information for

specific product offerings currently available to the

public (see Appendix F>) . Since data on agent commissions

were not available, the information provided was accurate

within the range of commissions typically paid.

It should be noted that cost disclosure inform.ation

such as was provided in this study is typically diffi-

cult to obtain in the currently existing field situa-

tion. In contrast, this information was made readily

available in our test situation. The underlying rationale

is that we wished to test a state of events which might

result from imp lem.entation of a cost disclosure program,

not to test the state of events as they exist today.

This same rationale underlies the FTC's desire to examine

the impact of various education and motivational (i.e.,

"trigger") statements. Specifically, the levels of this

factor (see "Design and Independent Variables" section

above) are not present in the currently existing field

situation, but could be present in future field situa-

tions as a result of regulatory activities.
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15

the m a t e ' i a l s they were g iven ( i . e . , the i n f c r n - t i o n

m a t r i x as d e s c r i b e d in .Appendix 3 . and the b u y e r ' s guide

a n d / o r t r i g g e r s t a t e m e n t , as a p p r o p r i a t e ) . Aside from,

the f a c t t h a t the i n t e r v i e w e r s d id no t have the r e q u i s i t e

knowledge themse lves to answer m.any of the t e c h n i c a l

q u e s t i o n s , conside-** ib le e f f o r t had gone i n t o wording the

i n f o r m a t i o n p r o v i d e d so t h a t i t was e a s i l y u n d e r s t o o d

and would answer many of the q u e s t i o n s t h a t were a n t i c i -

p a t e d . 
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16

Re s u i t .̂

F ind ings which r e l a t e most d i r e c t l y to the s t a t e d

o b j e c t i v e s a re d i s c u s s e d f i r s t and fo l lowed by a d i s -

c u s s i o n of a n c i l l a r y f i n d i n g s which p r o v i d e a d d i t i o n a l

p e r s p e c t i v e . In g e n e r a l , the da t a which r e l a t e d i r e c t -

lv to t he s t a t e d o b j e c t i v e s a ra based on the s u b j e c t ' s

b e h a v i o r i n the s i m u l a t i o n t a s k which the a n c i l l a r y

f i n d i n g s a re based on the s u b j e c t ' s subsequen t ve rb a 1 

r e p o r t s r e g a r d i n g h i s t h o u g h t s , f e e l i n g s , and b e h a v i o r .

O b j e c t i v e s 1 and 2, which a d d r e s s the e x t e n t to

which consumers access c o s t and o t h e r types of in forma-

t i o n p r i o r to raaking a pu rchase d e c i s i o n , can be con-

s i d e r e d j o i n t l y .

How Iluch Inform^ation I s .Accessed?

To p r o v i d e a c o n t e x t from which to d i s c u s s j u s t

which inform.at ion i s a c c e s s e d , i t i s wor thwhi l e to f i r s t

c o n s i d e r how much i n f o r m a t i o n was t y p i c a l l y a c c e s s e d .

These d a t a a re s u p p l i e d in Tab le 4. From h e r e i t can

be seen t h a t the average l e n g t h of i n f o r m a t i o n s e a r c h ,

in terms of the t o t a l number of unique-'^ i tems a c q u i r e d .

^ E x a c t l y h a l f (n=119) of the e n t i r e sample engaged in a t l e a s t
some r e - a c c e s s i n g of i n f o r m a t i o n which they had p r e v i o u s l y a c -
c e s s e d . The mean nuraber of i n f o r m a t i o n v a l u e s t h a t were r e -
a c c e s s e d was 1.878; thus the mean t o t a l l e n g t h of s e a r c h was
a c t u a l l y (41 .97+1.88=) 43.85 i n d i v i d u a l c a r d s . The
o v e r a l l r e - a c c e s s i n g r a t e was 4% and i s com.parable to e a r l i e r
r e s e a r c h w i t h n o n - d u r a b l e p r o d u c t s . I t i s no t ewor thy t h a t 36%
of t h o s e who engaged i n any r e - a c c e s s i n g d id so on ly once and
the s i n g l e i n d i v i d u a l who r e - a c c e s s e d i n f o r m a t i o n 33 tim.es
(v;hich was 18 t imes m.ore o f t e n than the s u b j e c t who did the
second g r e a t e s t amount of r e - a c c e s s i n g ) c o n t r i b u t e d sub-
s t a n t i a l l y t o t h e 1.88 f i g u r e . In g e n e r a l , because s u b j e c t s
were p r o v i d e d w i t h p e n c i l and pape r on which to raake n o t e s as
they were a c c e s s i n g , one would e x p e c t l i t t l e subsequen t r e -
a c c e s s i n g to have taken p l a c e .1978 AP Consumer Accessing and Use of Information Jacoby BonkNote 124p 18 of 124



Table 4 . ..Xmount of i n f o r r i a t i o n a rces sc

17

Unique items acquired:

X*

S.D.

.Mdn.

Policies considered:

X

S.D.

Mdn.

Dimensions considered:

X

S.D.

Mdn.

G r o ' i p : I | 2 3 . H 5 . 'j . o t a i

i 1 
l . i l

S o u r c e : C o n t r o l NAIC , FZ-, . r^C ; N.AIC !--TC
1 ' • i 

T r i g g e r : A b s e n t A b s e n t | . A b s e n t ! Pre.sen:^ P r e s e n t P r e s e n t
1 1 ' 

Buy Gde: .Absent P r e s e n t j P r e s e n t j .Absent ! P r e s e n t ' P r e s e n t
t i l '

N= 40 j :*o ! 3^ i i-^ i - : : 3S " T .3

4 2 . 4 2 5 4 2 . 0 0 0 4 2 . 2 0 5 4 6 . 7 5 0

" 1 
4 0 . 0 7 3 138 .237 4 1 . 9 7 1

1 6 . 1 3 4 1 8 . 6 5 5 2 2 . 8 6 0 1 5 . 6 8 9 \ : i . o 3 7 j : : . ^ " ! I 3 .9S : -

3 9 . 0 0 4 1 . 0 0 3 9 . 2 5 4 6 . 0 0 0 ! 3 3 . 2 5 ; 3 5 . 5 0

2 . 9 2 5 2 . 8 7 5 2 . 8 4 6 2 . 9 2 5

1
1

2 . : -31 2 . 6 8 4 2 .841

. 2 6 7 .404 , 4 3 2 ; . 2 6 7 | . ^ " ; . 525 . 4 1 !

2 . 9 6 2 . 9 4 2 . 9 3 2 . 9 6 i 2 . 8 3 ; 2 . 3 0

1 7 . 9 5 0 1 8 . 2 0 0

1
1 1 
i

1

1 8 . 0 2 7 1 8 . 2 7 5 1 7 . 5 1 2 1 7 . 1 3 2
i 1 

1 7 . 8 5 ]

6 . 0 7 6 6 . 8 6 6 8 . 5 1 2 1 5 . 4 1 6 1 7 . 7 4 3 j 6 . 1 2 1 6 . 3 1 :

1 7 . 7 5 1 7 . 7 0 1 1 7 . 6 2 j 1 7 . 5 0 | 1 5 . 3 8 | 1 6 . 5 0

'-These figures exclude each subject's re-accessing of information which he/she

previously accessed-
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for the entire sample v/as 41.97 -- considerably more

than the 9 to 11 items typically accessed by comparable

groups of consumers m.aking breakfast ce"-real, margarine,

and analgesic purchase decisions (.Jacoby and Chestnut,

1977).* Further, the average nijmber of different types

of information considered did not differ meaningfully

across the various Groups, averaging 17,85 for all sub-

jects. It can also be seen that, compared to the con-

trol group (Group 1), subjects receiving educational

and/or trigger statements generally tended to access

about the same amount of information.

It should be pointed out that subjects in this in-

vestigation most probably felt that they were "expected'

to acquire information -- although their responses to

item 6 of the subjective state battery suggests that

this expectation and the pressure it produced were min-

imal. Regardless, no subject "purchased" a policy

without accessing at least sorae information, and the

amount of inform.ation accessed here probably more close-

ly reflects an upper (rather than lov;er) limit of what

the initial impact of written statem.ents might be in

the real world.

'̂The three shortest search lengths were 2, 5, and 8 cards,
while the three longest were 94, 9 5 , and 9? cards.
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J u s t Which I:-! formatio-.-^ I.s .\c ces sed?

In a l l , 13 of t he 3 7 a v a i l a b l e i n f o r m a t i o n dimensions

(or 35%) were c o n s i d e r e d to be e i t ^ : e r d i r e c t l y or i n -

d i r e c t l y c o s t - r e l a t e d . The 9 d i r e c t l v r e l a t e d dimensions

were : corapany r e t e n t i o n i n d e x , s u r r e n d e r cos t i n d e x ,

n e t pa-.TTient cos t i ndex , corapany r e t e n t i o n y a r d s t i c k ,

breakdown of premiums, y e a r - b y - y e a r payraents and bene-

f i t s , s u r r e n d e r c o s t y a r d s t i c k , y e a r - b y - y e a r c o s t of

p r o t e c t i o n and s a v i n g s y i e l d , and the n e t payment cos t

y a r d s t i c k . The four i n d i r e c t l y c e s t r e l a t e d dimensions

were : preraiuras, cash v a l u e s , s a v i n g s y i e l d , and i l -

l u s t r a t e d d i v i d e n d s .

Table 5a p r o v i d e s the b a s i c da t a for the e n t i r e

sample (n = 238) d e s c r i b i n g the r e l a t i v e degree to which

each type of i n f o r m a t i o n was s e l e c t e d ; Table 5b o r o v l d e s t h e s e

same d a t a fo r the f ive e x p e r i m e n t a l groups (n=198) ; Table 6 

p r o v i d e s t h e s e sam.e d a t a , b u t only for the C o n t r o l Group

(n=40) . "olumn 1 of t h e s e Tab les l i s t s the rank o r d e r of the

d imens ions in term.s of t h e number of s u b j e c t s who ac -

c e s s e d i n f o r m a t i o n frora t h a t d imension a t l e a s t once .

The a c t u a l number of t h e s e s u b j e c t s , and the p e r c e n t a g e

t h a t t h i s r e p r e s e n t s ou t of the t o t a l saraple of 238,

a re i n d i c a t e d in Columns 2 and 3 , r e s p e c t i v e l y . ColuraiP.

4 d e s c r i b e s t h e t o t a l number of tira.es i n fo r raa t ion was

a c c e s s e d frora t h a t d imens ion . Excep t fo r the dira.ensions

R e n e w a b i l i t y , Preraiura. fo r Renev.-'al, and Convcr t ab i l i t v
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23

(which a p p l i e d only to the terrai p o l i c y and, hence were

a v a i l a b l e for only h a l f the s u b j e c t s ) , the p r e s e n c e

of t h r e e p o l i c i e s n e a n t t h a t eac!i s u b j e c t could acces s

d i f f e r e n t i n fo r raa t ion on a g iven dira.ension a t l e a s t

t h r e e tira.es. Thus t he f i g u r e c i t e d for prera^iums r e p r e -

s e n t s 592 out of (3 ••• 238 =) 71^^ such o p p o r t u n i t i e s .

In a d d i t i o n , t he s u b j e c t s were a b l e to r e - a c c e s s i n f o r -

mat ion i f they so d e s i r e d and, as p r e v i o u s l y n o t e d , 50%

a c t u a l l y d id so fo r an ave rage of 1.88 tira.es. Colura.n 5 

r e p r e s e n t s t he m.ean number of t imes i n fo r r aa t i on from a 

g iven dimension was a c c e s s e d by the e n t i r e saraiple, i . e . ,

Col 4 / 2 3 8 . Colura.n 6 r e p r e s e n t s the s t a n d a r d d e v i a t i o n s

a s s o c i a t e d wi th the ra.eans , and Column 7 r e p r e s e n t s the

median. Column 8 r e p r e s e n t s the p r o p o r t i o n of the i n f o r -

mat ion a c q u i s i t i o n t h a t the e n t i r e sample de\'Oted to each

d imens ion . Colura.n 9 r e p r e s e n t s the o r d e r in which the

dimens ions were a c t u a l l y d i s p l a y e d in the a p p a r a t u s . -

Column 10 r e p r e s e n t s the raean nuraber of tira.es each d imensio :

of i n f o r m a t i o n was a c c e s s e d based only on the s u b j e c t s t h a t

a c c e s s e d t h a t dira.ension ( i . e . . Col 4-=- Col 2 ) .

" A Spearraan rank o r d e r c o r r e l a t i o n between Col'omns i 
and 9 ( r = .19) of Tab le 5a i n d i c a t e s a . n o n s i g n i f i c a n t
a s s o c i a t i o n between the o r d e r in which the dimensions were
p r e s e n t e d and the o r d e r in which they were a c c e s s e d .
The mean rank of the f i r s t 12, middle 13 , and l a s t 12
dimens ions (Column 9) v;ere 1 8 . 0 , 1 7 . 6 , and 2 1 . 5 , a l s o
s u g g e s t i n g the absence of any irapact of p r e s e n t a t i o n o r d e r
on a c q u i s i t i o n . The c o r r e s p o n d i n g raean ranks fo r the
Con t ro l Group s u b j e c t s (Table 6) were 1 7 . 0 , 1 9 . 9 , and
2 0 . 0 , r e s p e c t i v e l y .

1978 AP Consumer Accessing and Use of Information Jacoby BonkNote 124p 25 of 124



Examinat ion of Table 5d r e v e a l s t h a t , in terra.s of

the nura.ber of s u b j e c t s a c q u i r i n g In fo r raa t ion frora. t h a t

g iven diraension a t l e a s t once ( i . e . , Colura.n 2) , the h i g h e s t

ranked of the n i n e d i r e c t l y c o s t r e l a t e d diraensions i s

Savings Y ie ld - - and t h a t ranks onlv lOth . This i s

p a r t i c u l a r l y notevjor thy v.-hen i t i s rera.erabered t h a t the

average s u b j e c t c o n s i d e r s fewer t han 18 d i f f e r e n t i n fo r r aa t i on

dira.ensions ( see Table 4 ) . The raedian rank for t h e s e n ine

d i r e c t l y c o s t - r e l a t e d diraensions i s 29, which would appear

to be s i g n i f i c a n t l y belo'.; the ra.ean rank for the reraa in ing

in fo r r aa t ion d i raens ions . These n ine diraensions r e p r e s e n t

247, of the 37 a v a i l a b l e i n f o r r a a t i o n dira.ensions y e t ,

c o l l e c t i v e l y , they account for only 17", of the i n f o r m a t i o n

a c c e s s e d (Column 8 ) . In c o n t r a s t , two of the four i n d i r e c t l y

c o s t r e l a t e d dira.ensions ' ' i . e . , prerai'ums and cash v a l u e )

rank f i r s t and t h i r d , o v e r a l l , and account for a d i s p r o -

p o r t i o n a t e 10% of a l l the in-*^orraiation a c c e s s e d . I t must

be r e c o g n i z e d t h a t , in a d d i t i o n to be ing i n an obvious

t e s t s i t u a t i o n in which s u b j e c t s were aware t h a t t h e i r

i n fo r r aa t i on a c c e s s i n g b e h a v i o r V7as b e i n g ra.onitored, f i v e -

s i x t h s of the t o t a l sara.ple
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r e c e i v e d sora.e e i u c a t i o n a l or t r i g g e r stateraient v/hich en-

couraged in fo r raa t ion a c c i u i s i t i o n in the s e r v i c e of cora-

p a r a t i v e shopping ' i ence , t h e s e o v e r a l l " p e r c e n t a c c e s s -

ing" r a t e s a re no doubt sora.ev.^hat i n f l a t e d , r e f l e c t i n g

the upper l i r a i t s t o vjhat raight be e x p e c t e d to occur

in the f i e l d ( a t l e a s t e a r l y on) i "̂  t he d i s t r i b u t i o n of

t h e s e b u y e r ' s gui . ies and t r i g g e r s were ira.pleraented r a t h e r

than V7hat c o n d i t i o n s a re raiost p r o b a b l y l i k e t oday .

Table 6 p r e s e n t s the sam.e d a t a as Tab les 5a and 5b,

bu t only for the C o n t r o l Group. Taking i n t o c o n s i d e r a -

t i o n the l i m i t a t i o n s ira.posed by our convenience sample ,

t h e s e d a t a a re p r o b a b l y raore a c c u r a t e l y r e f l e c t i v e of

the p r e s e n t s t a t e of a f f a i r s e x i s t i n g in t he f i e l d t o -

day than a r e the d a t a in Tab l e s 5a or 5b.

Tab le 7 coirpares the rank o r d e r s of the In fo r raa t ion

a c c e s s e d for the C o n t r o l Group v e r s u s the t e s t s u b j e c t s

(Table 5b) . There were tv/elve i n s t a n c e s in which the ranks

d i f f e r e d by f ive or raore between the two g r o u p s . S p e c i f i c a l l y ,

s u b j e c t s in the e x p e r i r a e n t a l groups devo ted l e s s a t t e n t i o n

to seven i n fo r r aa t i on dira.ensions ( se t t l e ra .en t o p t i o n s ;

in b u s i n e s s s i n c e . . . ; mon th ly , q u a r t e r l y , s e ra i - annua l

prera.iura; c o n d i t i o n s fo r r e i n s t a t e r a e n t ; y e a r - b y - y e a r c o s t of

p r o t e c t i o n and s a v i n g s y i e l d ; y e a r - b y - y e a r payments and

b e n e f i t s ; and s a l e s volume) and devoted r e l a t i v e l y g r e a t e r
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,'able 7. Comparing r.;.nk order-
CT > - , 1 1 1 "

. i n t o
:-iinin:

rra.atLon accesse i
• c; 11 ' - , i _i <~ r c, f - n = 

by Con t ro l

Dira.ension IJame

Rank
Order

for
C o n t r o l

GrouD

L. i n c
Order

for
Change

x.oer f - ' 1 
! , > - n i ! p Q

Name of Corapany
Preraiuras
Cash Values
Guaranteed I n s u r a b i l i t y
.Accidenta l Death
Uaiver of Premium
F i n a n c i a l Ra t ing
S e t t l e m e n t Opt ions
P o l i c y Loan I n t e r e s t Rate
In Bus ines s S ince
P a s s i n g P h y s i c a l Exam P.eq'd
Monthly, Q u a r t e r l y

1

/
8
9

10
11

Preraiura

So ld

Serai-Ann'1
Savings Yie ld
New York L icense
Cond i t i ons for R e i n s t a t e m e n t
Dividend Pa;/ment H i s t o r y . . . 
Mutual or Stock Company?
Other Kinds of I n s u r a n c e
Con ve r t ab i 1 i t y 
I l l u s t r a t e d Div idends
Yr-by-Yr Cost of P r o t e c t ' n £: Savings Yie ld ,
Net Payment Cost Index
M a t ' l Rank in A s s e t s
Yr-by-Yr Payments & B e n e f i t s
Corapany R e t e n t i o n Index
S u r r e n d e r Cost Index
A g e n t ' s Comraission
R e n e w a b i l i t y
Inves tmen t P o r t f o l i o
-Assets
Sa les Volume
Breakdown of Premiums
Company R e t e n t i o n Y a r d s t i c k
Premium fo r Renewal
Net Payment Cost Y a r d s t i c k
N a t i o n a l Rank in Sa l e s Volume
S u r r e n d e r Cost Y a r d s t i c k

12
13
14
15
16
17
18
19
20
21
22
23
24
25

27
28
29
30
31

2
1
3
7
4
6
5
15
8

16
12
22
9

14
20
13
11
18
23
21
-i.<t.

32
33
34
35
36
0 7 

19
24
31
10
17
27
30
28
26
37
29
25
33
3 A 
36

1
0
3
1
0
1

7
1
6
1

10
4
0
5
3
6
0
4
1
X

14
3
1
7

15
9
6
2
1
4
6

8
1
1
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a t t e n t i o n to fi'v'e i n fo r raa t ion dira.ensions (!I-atuaI or s tock

corapany; Corapany R e t e n t i o n Index ; S u r r e n d e r Cost Index;

Company R e t e n t i o n Y a r d s t i c k ; and S u r r e n d e r Cost Y a r d s t i c k ) .

This p a t t e r n s u g g e s t s t h a t the w r i t t e n s ta tem.ents raay have

raade a d i f f e r e n c e . This i s s u e i s more f u l l y a d d r e s s e d

below.

Do W r i t t e n S ta te raen t s Make a D i f f e r ence?

The NAIC and FTC B u y e r ' s Guides and t h e i r r e s p e c -

t i v e t r i g g e r s were i n t e n d e d to i n c r e a s e the araiount of

a t t e n t i o n p a i d to four s p e c i f i c c o s t i n d i c e s : t he

Company R e t e n t i o n Index and Savings Y'ield in the case of the

FTC, and the S u r r e n d e r Cost and Net Payra.ent I n d i c e s in the

case of the NAIC.'-'' Table 8 p r e s e n t s the da t a for t h e s e

four d imensions - - a long w i t h the d a t a on preraiuras, for

pu rposes of coraparison - - broken do'.v-n for each of the s i x

t e s t g r o u p s . I t can be seen t h a t 80% of t he peop le in

the C o n t r o l Group ( i . e . , t h o s e who r e c e i v e d no b u y e r ' s

guide and no t r i g g e r ) looked a t prem.ium inforra .at ion

a t l e a s t once . S ince t h i s f i g u r e i s h igh t o beg in w i t h ,

the f a c t t h a t the f i v e groups r e c e i v i n g some forra of

w r i t t e n statera.ent d id n o t r a i s e t h i s araount a p p r e c i a b l y

i s p r o b a b l y the r e s u l t of a c e i l i n g e f f e c t .

' ' 'Since the y a r d s t i c k s were ranked very low in terra.s of
a c c e s s i n g r a t e s and no eraiphasis was p l a c e d on t h e s e yard-
s t i c k s in the w r i t t e n s t a t e ra . en t s , a t t e n t i o n v.-ill only be
d i r e c t e d to t he four i n d i c e s t h e r a s e l v e s .

1978 AP Consumer Accessing and Use of Information Jacoby BonkNote 124p 29 of 124



T^bie 8 . impadc u or w r i t t e n s t a t e m e n t s on access t i i c
II

•roup: j 

rates ot target inror::;ation.

! . I 5 I 6 

bource:
Tr; ;;er

Control
.Absent

Buv Gde:

Premium

No. of S's who acquired
% of S's who acquired
No. of values acquired
'7, of all values acquired
X times acquired by S's

who accessed
.\ times over ail S's in group

Company Retention index

No. of S's who acquired
% of S's x-;ho acquired
No. of values acquired
li of all val-ues acquired
X times acquired by S's

who accessed
.X times over all S'^ in group

Surrender Cost Index

No. of S's who acquired
% of S's who acquired
No. of values acquired
% of all values acquired
X times acquired by S's

who accessed
X times over all S's in group

Net Payment Cost Inde.x

No. of S's who acquired
% of S's who acquired
No. of values acquired
% of all values acquired
X times acquired by S's

who accessed
X times over all S's in group

Savings Yield

No. of S's who acquired
'. of S's who acquired
No. of values acquired
% of all values acquired
X times acquired by S ' .̂

who accessed
X times over all S's in group

.'-.Lsent

32
bO,'
96

3.

.0

15
38%
29

3Z-,
1.93

.73

15
3b%
30
11.:;

2.00

.75

16
40%
33
12%
2.06

.83

22
55%
58
17%
2.64

1.45

I

N.-.lC
.Absent
P-esent

-iosent

-iZ 39

37
Q T '

lL08
18%
2.92

2.70

16
40%
43
12.%

.69

1.08

22
55%
60
22%
2.73

1.50

23
5S%
66
25%
2.37

1.65

26
65%
65
19%
2.50

i.62

! 65
19%
2.60

1.67

I 1 5
j 38%
34

I 12%
2.2;

.37

17
4it%

41
16%
2.^1

1.05

26
67%
63
18%

1.62

iL NAIC
Present! Present

Present .AbsentI Present

Û 41

r iL

Present
Present

I

31
79%
39
15%
2.37

2.28

2J

64%

}6
95%
n 0 
^^
21%
3.21

3.o5

30
75%
96
28%
3.20

2.40

16
40%
44
16%
2.75

1.10

18
45%
46
1 - t a /

t /3

2.56

1.15

18
45%

13/
.39

i
36

88%
95
ib%

z .,

1.32

14
34%
30
9%
2.14

.73

25
61%
62
22%

7 4 0 

i.5i

23
56%
58
22%

1.0$

z^
60%
54
16%

1.32

32
84%
82
14%
2.5b

2.16

29
76%
80
23%
2.7o

2.11

18

4 7%

4̂5

16%
2.50

1.18

9
24%
20
8%
l . i l

.5}

22
55%
58

2.64

1.53
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The N.AIC B u v c r ' s Guide seeras to have had a d i r e c t

and c l e a r - c u t e f f e c t on the tv.-'o c o s t i n d i c e s eraphasized

t h e r e i n ( i . e . . S u r r e n d e r Cost and Net Payra.ent). Regard-

l e s s of whe ther a t r i g g e r was or was no t p r e s e n t , the

NAIC B u y e r ' s Guide a lone was s u f f i c i e n t t o g e n e r a t e a sub -

s t a n t i a l i n c r e a s e in the a t t e n t i o n p a i d to t h e s e c o s t

i n d i c e s , as corapared t o t he a c c e s s i n g r a t e s f e r s u b -

j e c t s in the C o n t r o l c o n d i t i o n and the t h r e e o t h e r ex-

per i ra .enta l c o n d i t i o n s (Groups 3 , 4 , and 6 ) .

The r e s u l t s w i th r e s p e c t t o t h e FTC's Company

R e t e n t i o n Index do not appear as s t r a i g h t f c r v ; a r d . As

one might e x p e c t , the t h r e e FTC groups ( 3 , 4 , and 6) do

d i s p l a y g r e a t e r a t t e n t i o n to t he Com.pany R e t e n t i o n Index

than d id e i t h e r t he C o n t r o l Group (Group 1) or t h e tv;o

NAIC groups (Groups 2 and 5 ) . However, i n s p e c t i o n of

the d a t a s u g g e s t s t h a t t he FTC t r i g g e r e x e r t s a s t r o n g e r

impact than the FTC B u y e r ' s Guide . In f a c t , t he i r .pac t

appea r s t o be v i r t u a l l y t h e same or pe rhaps even a b i t

b e t t e r when the t r i g g e r a p p e a r s a lone (Group 4) than

when i t a p p e a r s in c o n j u n c t i o n w i t h t h e B u y e r ' s Guide

(Group 6 ) .

The i s s u e i s c l a r i f i e d by t h e d a t a p r e s e n t e d in

Table 9. This t a b l e p r o v i d e s t h e mean num.ber of t imes

the Company R e t e n t i o n Index was a c c e s s e d by the four

most r e l e v a n t groups (Groups 1, 3 , 4 , and 6 ) . I n s p e c t i o n
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Table 9. .Accessing -oi Company Retention Lnde:< infor- .a t i jn for four t e s t ^-roups.

No Buyers Guide Buyers Guide ; • =

X = 

S.D. = 

N = 

•jt.JUP 1 JtJUD J 

No Trigger

X = 

S.D. = 

N = 

.7250

1.0619

40

1.6667

1.4204

39

1.200U

X = 

S.D. = 

N = 

CrouD 4 G r 0 u u o 

Trigger

X = 

S.D. = 

N = 

2.4000

1.5326

40

2.1053

1.6240

38

2.2500

X = 1.5625 1.8831 N = 15 7 

N = 40 + 39 + 40 + 38 = 157
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of the ra.arginals, as w e l l as t he r e s u l t s of an a n a l y s i s

of v a r i a n c e (Table 1 0 ) , i n d i c a t e q u i t e c l e a r l y t h a t the

i n c l u s i o n of the t r i g g e r had a s u b s t a n t i a l irapact on

the a c c e s s i n g of Company R e t e n t i o n Index i n f o r m a t i o n ,

whi le the o r e s e n c e of a B u y e r ' s Guide a long wi th t he

t r i g g e r s e rved to d i l u t e t h i s ira.pact. This i n t e r a c t i o n

i s p l o t t e d in F igu re 2.

F i n a l l y , Table 11 p r e s e n t s da ta to show t h a t , excep t

for Savings Y i e l d , o v e r a l l , the w r i t t e n s t a t e r a e n t s had

s i g n i f i c a n t ira.pact on the a c c e s s i n g of the t h r e e o t h e r

types of t a r g e t i n fo r r aa t i on v7hose a c c e s s i n g they were

meant to a f f e c t .

.Another ira.portant q u e s t i o n i s c o n t a i n e d in O b j e c t i v e

5: Does t he a c c e s s i n g of cos t inforraiation r e l a t e to the

s e l e c t i o n of lower cos t p o l i c i e s ? Table 12 p r o v i d e s the

da t a of i n t e r e s t in r e g a r d to the four c o s t i n d i c e s :

Com.pany R e t e n t i o n , S u r r e n d e r Cos t , N'et Payra.ent, and Savings

Y i e l d . C o n s i d e r i n g only t he 115 s u b j e c t s who made t h e i r

cho ice frora araong t h r e e whole l i f e p o l i c i e s , t he l e f t hand

colura.n of t h i s Table b r eaks t h e s e s u b j e c t s out i n t o s i x t e e n

g r o u p s , depending upon whe the r and j u s t which of t h e s e

cos t i n d i c e s were a c c e s s e d . The p o l i c i e s a c r o s s the ton

of t h i s t a b l e a r e a r r a y e d from the lov,-est t o t he h i g h e s t

cos t ( i . e . , frora P o l i c y B to P o l i c y C) .
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Table 10. Analysis of variance

Sum o i Sn HF .-'ean bn . bi-'nit icunce

Main Effects

Buyers Guide

Trigger

Interaction

BG X Tr.

Residual

Total

4.210 1 4.210 2.079 P = .151

44.321 1 44.821 22.134 P = .001

14.994 1 14.994

309.821 153 2.025

373.669 156 2.395

7.40: .oo;
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•'-ean number 2.5
Jf times the 2.3

-0. Retention 2.1
-adex was 1.9
accessed 1.7

1.5

1.3

1.1 . 

.9 • 

.7 -I

.5

>o Trigger

'̂o Buyers Guide

Buyers Guide

Trigger

--igure 2 

FTC Buyers Guide and Trigger.

• • o t e :

enced bv

- • - n - b e r s 1. 3, 4, „ d , , , „ „ ^

- ' > « - (1 - cont ro l G „ „ p . , ' " " " ' ^ " ^ ' • • ' = - ^ - " P
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Table 11. The impact of written 3tatea<:;nt3 on the accessing rate

of target information.

I . Company Retention Index

FTC witten statements
(Groups 3, 4, & 5)

compared to

Other Conditions
(Groups 1, 2, & 5)

Surrender Cost Index

.\'AIC written statement;
(Groups 2 & 5)

corapared to

Other conditions
(Groups 1, 3, 4, ^ 6)

3. Net Payment Index

NAIC written statements
(Groups 2 & 5)

compared to

Other conditions
(Groups 1, 3, 4, S. 6)

4. Savings Yield

FTC w r i t t e n stateraents
(Groups 3, 4, & 6)

compared to

Other conditions
(Groups 1, 2, & 5j

5. Premiums

Control group (Group 1)

compared to

All other groups

(Grcup? 2-6)

N V S .̂ . -^ < •

117 2.0598 1.5441

44.549 .0000

121 .8430 1.2584

31 1.5062 1.4416

7.614 .0062

157 .9745 1.3911

81 1.5309 1.5739

11.516 .0008

157 .8917 1.2633

117 1.4017 1.4146

.118 .7315

121 1.4628 1.3294

40 2.400 1./365

1

.186 .6664

198 2.505 1.3281
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T.iblc 1 1 . Th.-' .-is:-oc-l .-It i-:n ^^.twoc•n cor.; I n d i c e s . i cccrsud

f-

co.'">T I N D : ^ " : " ; A C C H S-^C " " "N

CG:.T CK POLICV

. C ' J l ' J T l : i . :
i

1 . .None 0
7 2 . 7 1 3 . 2

1
9 . 1

2 .Comp. iny Re ton t i o n 8
eo.o

0
0

2
2 0 . 0

3 . S n v i r : £ s Y i e l d 7
7 0 . 0

1
I C O

2
2 0 . 0

4 . S u r r e n d e r C o s t 5
6 3 . 3

1
1 6 . 7

0
0

S . N e t P a y m e n t 1
1 0 0 . 0

0
0

0
0

6 . C o m p a n y R e t e n t i o n & 
S a v i n g s Y i e l d

7
7 0 . 0

2
2 0 . 0

1
1 0 . 0

7 . Company R e t e n t i o n £<
S u r r e n d e r C o s t

3
7 5 . 0

0
0

1
2 5 . 0

8 . C o m p a n y R e t e n t i o n & 
N e t PavT.icnt

9
1 0 0 . 0

0
0

0
0

9 , S a v i n g s Y i e l d & 
S u r r e n d e r C o s t

N 1
5 0 . 0

1

5 0 . 0
0
0

1
1 2 . 5

1 0 . S a v i n i - , s Y i o l d ^ 
N e t Payr . ;ent

N 6 . 
7 5 . 0

1
1 2 . 5

0
0

1
1 2 . 5

1 1 . S u r r e n d e r C o s t (t
Me t P a y m e n t

N 6
1 0 0 . 0

0
0

0
0

12.Co;v.pany ' . ' . o t c n t i o n £<
Savinj ' . r . Y i e l d

N
%

9
1 0 0 . 0

0
0

0
0

S u r r e n t l e f C o s t

1 3 . Cor.ip.any l ^ c t e n t i o n d 
N o t P a y m e n t f«
Sav in f jS Y i e l d

> 1

7.
5 . 

8 3 . 3 
0
0

1

1C .7

1 4 . C o m p a n y I ' o L c ' n t i o n & 
Sur r enc ' . ' . v C e s t & 

N 1
1 0 0 . 0

0
0

0
0

N e t P a y i . . n t

I S . S a v i n t ' . s Y i e l d S,
Suv ) - end i r Cos t 5.

5
7 1 . 4

2
2 S . 6

0
0 ! 

N o t F.iyi-.HMit i

n

1 3 . " •:
1 6 . A l l 4 I n d i c e s N 12

8 " . " 
1
e . 7 

i

n

1 3 . " •:

y ' ' ' •> 0 i .. .. l i

X 7. 8 0 . 9 9 . 0 9 . 6 i 

f e t a l

11
9 6

10
S. 7

10

6
5 . 2

.9

10
8 . 7

4
3.5

7 .8

2
1.7

8
7.0

6
5 . 2

6
5 . 2

1 7 n 

11 j 

\.
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Table 12 i n d i c a t e s t h a t , o v e r a l l , f o u r - f i f t h s (80.9%)

of the saraple s e l e c t e d the lowes t c o s t p o l i c y . S ince f i v e -

s i x t h s of the sample had been g iven e d u c a t i o n a l raaterials 

and raore than 90"'3 of the sample a c c e s s e d a t l e a s t one

i tem of c o s t i n f o r m a t i o n , t h i s S0.9'"o f i g u r e i s no t too

s u r p r i s i n g . What i s s u r p r i s i n g i s t h a t the s u b j e c t s v;ho

did no t a c c e s s any cos t index i n f o r m a t i o n were ab le to

s e l e c t the lowest c o s t p o l i c y 72.7% of the t i rae . However,

i t must be era.phasized t h a t t h e s e f i n d i n g s a re based on

very sma l l numbers - - only e l e v e n s u b j e c t s f a i l e d to acces s

any of the four t a r g e t cos t i n f o r m a t i o n dimensions and,

of t h e s e , e i g h t (72.7%) ra.anaged to make a good p o l i c y

s e l e c t i o n c h o i c e . I t must a l s o be rera.erabered t h a t Study

lA was s p e c i f i c a l l y d e s i g n e d to exaraine i n f o r m a t i o n a c c e s s i n g

b e h a v i o r , no t p o l i c y s e l e c t i o n b e h a v i o r .

I-rhile Table 12 focused on the r e l a t i o n s h i p of the

a c t u a l access in? : of c o s t i n f o r m a t i o n on the s e l e c t i o n

of low cos t p o l i c i e s , i t i s a l s o of i n t e r e s t t o examine

hoxv exposure t o v j r i t t e n s t a t e m e n t a f f e c t s p o l i c y s e -

l e c t i o n b e h a v i o r . The r e l e v a n t da t a a re p r e s e n t e d in

Table 13 . From h e r e i t can be seen t h a t even t hose

s u b j e c t s who were exposed to no w r i t t e n s t a t e m e n t s

( i . e . , b u y e r ' s gu ides o r t r i g g e r s ) s e l e c t e d the lowest

c o s t p o l i c y 73.77o of the t i rae . The g r e a t e s t iraiprovement
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T.ible 13. The ass.relation bet'.;een exposure t:" -.critter, statements nnd

cast of policy selectee.

Cost of Policv Selected:

Low (B)

•lediuin (E)

oroup:

source; Control :»'A

Trigger:' .Absent

5uv Gde:i .Absent

-M
.•\Dsent 1 .-\Dsent P re sen t ! P resen t ] P r e sen t !

P re sen t ! P r e sen t ! .-Absent i P r e s e n t ! P r e sen t ;

1 ^ 

N

N

%

: 1 8 i : ^ I 1 Q \ "̂  '^
mm*t**i « > M r a H W W M i

14

7 3 . 7

14

7 0 . 0

i 17

I 9 4 . 4

17

8 5 . 0

14

7 3 . 7

3 3 j 0 

15.8 i 13.0 I 0 

1

5.0 15.8

J- / 

«9

93

8 1 . 0

I 11
I
! 9 . 5

H i g h (C) N

% 10.5 15.0 10.0 i 1.0.5

11

a
» j > - i j » I mf . • ] - j i j » i . ••_1.11. < » T K - i m i m - ' K < .^M. j wf^ • • I • . « . AJ>
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over t h i s r a t e o c c u r r e d in the "PrC B u y e r ' s Guide, No

T r i g g e r " c o n d i t i o n , where '^^.4% of the s u b j e c t s s e l e c t e d

the lowest cos t o o l i c y . The o t h e r FTC t e s t groups (•''• and

6) seemed to be in te r ra ied ia te in e f f e c t i v e n e s s (85.0% and

89.5%, r e s p e c t i v e l y ) . S u b j e c t s in the two !I.-\IC groups

(2 and 5) d id no b e t t e r in s e l e c t i n g the lev; c o s t p o l i c i e s

(70% and 73.7%) than did s u b j e c t s in the C o n t r o l group

who were exposed to no bu^/er ' s gu ides or t r i g g e r s . Again ,

the sraal l nurabers of s u b j e c t s i n v o l v e d d i c t a t e c a u t i o n in

i n t e r p r e t i n g t h e s e d a t a . C l e a r l y , no d e f i n i t i v e f i n d i n g s

raay be im.plied.

what t h e s e d a t a do s u g g e s t , however , i s t h a t s u b j e c t s

who a r e exposed to the FTC w r i t t e n s t a t e m e n t s do acces s the

t a r g e t cos t i n f o r m a t i o n ( i . e . , Corapany R e t e n t i o n Index)

a t rauch h i g h e r r a t e s than they would do o t h e r w i s e ( see

Table 8 ) , and t h a t t h i s exposure a l s o seera.s to r e l a t e

to t he q u a l i t y of the subsequen t d e c i s i o n (Table 13 ) :

S u b j e c t s exposed to FTC w r i t t e n s ta tem.ents ( p a r t i c u l a r l y

the FTC B u y e r ' s Guide) seera. to raake b e t t e r p u r c h a s e

d e c i s i o n s . In c o n t r a s t , wh i l e s u b j e c t s exposed to IJAIC

' w r i t t e n s t a t e r a e n t s do l a t e r a c c e s s the t a r g e t c o s t

i n f o r r a a t i o n ( i . e . , S u r r e n d e r Cost and Met Payra.ent I n d i c e s )

a t h i g h e r r a t e s than o the rv ; i se (Table 3) , t h i s exposure

does no t r e l a t e to ira.proveraent in the a b i l i t y to s e l e c t

lower c o s t p o l i c i e s (Table 1 3 ) .
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The I rap o r t an c e a n d Irapact c 'z Pro ra i uras

From the d a t a p r e s e n t e d thus f a r , i t i s c l e a r t h a t

premiums, a long w i t h corapany name, a re two of the ra.ost 

im.portant types of i n fo r r aa t i on c o n s i d e r e d by t he con-

sum.er p r i o r to making h i s p-archase d e c i s i o n . O b j e c t i v e 4 

a d d r e s s e s the i s s u e of preriiums in a somewhat d i f f e r -

e n t way. I n s t e a d of a s k i n g about the a c q u i s i t i o n of

preraiura inforra.at ion pe r se , i t focuses on the irapact

t h a t t h i s a c q u i s i t i o n has had on choice b e h a v i o r i t s e l f .

" S p e c i f i c a l l y , w i l l peop le choose p o l i c i e s wi th low

premiums even i f they have h i g h e r c o s t s ? " S ince the tb'-ee

p o l i c i e s used in the t e s t were s e l e c t e d so t h a t preraiura.s

were i n v e r s e l y r e l a t e d to c o s t , the d a t a in Table 12 are

a l s o r e l e v a n t to the p r e s e n t q u e s t i o n . I n s p e c t i o n of t h e s e

da t a r e v e a l s t h a t , a t l e a s t fo r the s u b j e c t s in the p r e s e n t

i n v e s t i g a t i o n , peop le w i l l n o t choose h igh c o s t p o l i c i e s

even i f they have lower premiums. J u s t why t h i s i s so - -

p a r t i c u l a r l y for the s u b j e c t s who a c c e s s e d no cos t i n f o r m a t i o n

w h a t s o e v e r - - i s p u z z l i n g .
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The Sequence of Access ing

In a d d i t i o n t o c o n s i d e r i n g "how much?" and " j u s t

which?" i n fo r r aa t i on v.-'as a c c e s s e d , sora.e a t t e n t i o n was

a l s o d i r e c t e d to examining the o r d e r (o r sequence) in

which key inforra.at ion diraensions were a c c e s s e d . Spe-

c i f i c a l l y , a q u e s t i o n of i n t e r e s t concerned how e a r l y

in t h e d e c i s i o n p r o c e s s was the t a r g e t diraension

"Company R e t e n t i o n Index" accessed?

As w i l l be r e c a l l e d from the d a t a in Table 4 , the

average s u b j e c t a c q u i r e d 42 ( c a . ) itera.s of inforra.ation

p r i o r t o a r r i v i n g a t h i s ( he r ) pu rchase d e c i s i o n . .Ac-

c o r d i n g l y , " e a r l y in t he s e a r c h p r o c e s s " was a r b i t r a r i -

ly d e f i n e d in two ways: as b e i n s a c c e s s e d -.vithin the

f i r s t 10 i t e r a s , and as be ing a c c e s s e d w i t h i n the f i r s t

s i x i t e r a s . Table 14 p r o v i d e s t h e r e l e v a n t d a t a . I t

i s c l e a r frora. t h e s e d a t a t h a t the w r i t t e n raaterials 

p r o v i d e d ( i . e . , t he MAIC and FTC b u y e r ' s gu ides and

t r i g g e r s ) had s u b s t a n t i a l ira.pact on e a r l y a c c e s s i n g of

the t a r g e t -inf m~r,s t-i r.-n_ ̂  w i t h t^e e '^fect g e n e r a l l y b e i n g

s t r o n g e r fo r the FTC raaterials. 

Another i s s u e in r e g a r d to t he sequence of i n fo r r aa t ion

a c q u i s i t i o n i s whe the r consuraers v;ho a c c e s s e d a g iven

itera. of t a r g e t ( i . e . , c o s t ) i n f o r r a a t i o n fo r one p o l i c y

then locked a t t h i s sara.e t a r g e t i n f o r m a t i o n fo r a n o t h e r

p o l i c y on h i s ve ry n e x t a c c e s s i n g o p p o r t u n i t y , i . e . , engaged
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in cora.parison shopping for two (or t h r e e ) p u r c h a s e

o p t i o n s a long a g iven i n f o r r a a t i o n dira.ension. Table 15

p r o v i d e s the r e l e v a n t d a t a . These d a t a i n d i c a t e t h a t

53.2% of the sara.ple cora.pared preraiura i n fo r r aa t ion a c r o s s a l l

t h r e e p o l i c y o p t i o n s a t l e a s t once du r ing t h e i r p r e - d e c i s i o n

in fo r r aa t i on s e a r c h . This was h i g h e r for the Con t ro l

(59.0%) and two MAIC groups (60.0% and 5 3.7%) than for the

t h r e e FTC g r o u p s . Approxira.ately e q u a l p r o p o r t i o n s of s u b j e c t s

made irainediate ( i . e . , c o n s e c u t i v e ) cora.parisons of preraiium

in fo r r aa t ion a c r o s s two p o l i c i e s (16.0%) as did those who

made no iraraediate comparisons a t a l l (17.3%) and those who

did not a c c e s s t h i s i n f o r m a t i o n a t a l l (13 .5%) .

A c o n s i d e r a b l e number of i n f e r e n c e s raay be drav.rai

frora t he d a t a i n Table 15 and, excep t fo r n o t i n g one

p a r t i c u l a r itera. of i n t e r e s t , we l eave the r e a d e r to draw

h i s own i n f e r e n c e s . The itera in q u e s t i o n concerns the

high r a t e of coraiparison shopping ( u s i n g the Com.pany R e t e n t i o n

Index) found in the FTC g r o u p s . In p a r t i c u l a r , c o n s i d e r

the f a c t t h a t 52.5% of the s u b j e c t s in t he FTC t r i g g e r

group (Group 4) and 39.5% of t h o s e s u b j e c t s r e c e i v i n g bo th

the t r i g g e r and b u y e r ' s gu ide (Group 6) engaged in

compar ison shopping a c r o s s a l l t h r e e p o l i c y o p t i o n s u s i n g

t h i s I n d e x . Again , i t would appea r t h a t the a d d i t i o n of

the b u y e r ' s gu ide s e r v e s to d i l u t e the irapact of the t r i g g e r .

R e l e v a n t S u b j e c t i v e R e a c t i o n s

A d d i t i o n a l p e r s p e c t i v e may be o b t a i n e d frora. con-

s i d e r i n g the s u b j e c t s ' r e a c t i o n s to t he d e c i s i o n t a s k

i t s e l f and (where a p p r o p r i a t e ) to t he b u y e r ' s gu ide
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Table i-t. l i ie immeiiaoy witli wliic'. t a r g e t c o s t infornu: a.-ces.seu.

x U t . 1
SamDlej

Groups=

Accessed w i t h i n f i r s t 10 v a l u e s

Premium
Subjects who accessed n=
immediately

Company Retention Index
Subjects v7ho accessed
immediately

Surrender Cost Index
Subjects who accessed
immediately

N'et Payment Index
Subjects who accessed
immediately

Savings Yield
S u b j e c t s who a c c e s s e d
i tnmedia te iy

Accessed within first 6 values

Premium
Subjects who accessed
immediately

Company Retention Index
Subjects who accessed
imraediately

Surrender Cost Index
Subjects who accessed
immediately

N'et Payment Index
Subjects who accessed
i.Tjnediately

Savings Yield
Subjects who accessed
inur.ediately

n=

n-
7o=

n=

n=

n=
% = 

n=

n=

iControi
1

!3S

92
39%

52

19

13
10%

12
5Z

60
25%

35
15%

9
4%

11

3
1%

|̂.

16
40.'

2%

2

5%

0
0%

10%

0
0%

0
0%

0
0%

0
0%

l-i.\i.C-6'-t

si

35
43%

7%

12
15..

16
20%

6
7%

26
32%

5
6%

9%

10%

2
2%

FiC-Ir. i c - li ̂.-

15
38%

19
48%

2
5;.

3
8%

0
0%

9
22%

14
35%

1
2%

26
34%

26

3
4%

3
4%

b
8%

0 I 
0% ! 

17

16
21^

0
0%

n

3;;

1
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T / ib l e 1 5 . "Cui.n>.ir I boii ,sln>p[->I ny." i .1 U '
f o u r Uili'.uL cu.sC J iMcu . lu l l ;
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i n a row
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Compared 3 p o l i c i e s

I n a row
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Looked .It for only
1 policy in a row
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in a row
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this inforiiutloii

Surrender Cost
Conjp,ired } policies

in a row

Corapared ?. policies
In a row

Looked at for only
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-.-.-'hich the;, rece i ' . ' ed . Table.= 16 -iv.d 17 pro-./ide the r e l e -

van t d a t a . The e x a c t -wording of tb.e s t i m u l u s que.s t ion?

i s p r o v i d e d in Appendix C.

The f i r s t q u e s t i o n asked of t he s u b j e c c s as soon

as they c o n p l e t e d t h e i r d e c i s i o n p r o v i d e d an 1 1 - p c i n t

s c a l e fo r i n d i c a t i n g how c e r t a i n they -.vere t h a t they

had s e l e c t e d the b e s t p o l i c y fo r t h e i r n e e d s . Ttie ir.ean

r e s p o n s e for the s u b j e c t s in each of the groups a l l

range-d between "a lmosc s u r e " and " \ ' e ry p r o b a b l y , " and

were i n s i g n i f i c a n c l y d i f f e r e n t fro.Ti each o t h e r ( see

Table 16 ) .

I tem 2 asked the s u b j e c t s whe ther they f e l t the

p o l i c y they s e l e c t e d was a good or bad v a l u e fo r the

money. Again , the tneans were ccrr.parable a c r o s s tz.e

groups and a l l hove red around "good v a l u e . "

The ne.xt i t e m , q u e s t i o n 3 , asked the s u b j e c t s to

i n d i c a t e how ha rd or easy they found i t to imagine

t h a t they were a c t u a l l y r .aking a l i f e i n s u r a n c e pu rchase

d e c i s i o n . Again , t h e group means ^.;ere i n s i g n i f i c a n t l y

d i f f e r e n t f ron each o t h e r and ranged between "ne i th . e r

ha rd n o r ea sy" and " m o d e r a t e l y e a s y . " In s i m i l a r

f a s h i o n , t h e i r r e s p o n s e s to itemi 4 i n d i c a t e d t h a t thev

b e l i e v e d t h e i r b e h a v i o r in the s im.ula t ion was " s o r t

of l i k e " or " v e r y ^luch" lik,e t h e i r r e a l wcr ld be';;J ' i c r

i n a com.e a r a b l e s i t u a t i o n .
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Table ]_(j . Responses to selected s^-bjective s.:ate -.•ariablc-s f:p.';;ans nnd
standard deviations); Study lS\.

Jertainty of choice

Value received for
the monev

3. tase of role playing

Correspondence of
behavior with real
'.v'orld behavior

Understand
instructions?

Group; L 1 - 1 - J 1 
1

f^

. -ource: . ' on t ro^ ::.-.:. . 
• " - - -

1 n c • ' • - - 1 
t

T r i g g e r : .-lb s e n t .Absent i Ai)=er. t P r e sent P r e s e n t
t

P r e s e n t

Buy Gde: . \bsent Present! Fresenq Abs e n t Present: Pre--ent

'.; - 40 , Z'Z 3? - * 1 J - i \ " ,.j

X
S.D.

X
S.D.

X
S.D.

S.D.

X
S.D.

:.;iperience pressure
to choose more info? X 

S.D.

Kow confused when
ir.aking decision?

Understand buyers
guide?

>•'13 . Made different
decision w/o
buyers guide?

* 1 5 . 'riow h e l p f u l was
buve r s gu ide?

X
S.D.

X
S .D.

X
S.D,

X
S.D,

.52 .25 i : . 3 4 2.35
1 .55 ! 1.3'] i 1.36 ! 1 .21

2 .61 37
77 I 1.62

3.88 I 4 .08 ; 4 .03 | 4 .08 | 3.96 I 4 .11
,72 D J I . : > • n I TbT

3.72 i 3.78 I 3.46 4.08 ! 3 .73 1 3.79
1.26 ! 1 .12 I 1.32 I 1 .05 1 0,7

2 .58
1.11

4 .33

2.68
1.2 3 1 1.17 I 1.01 I n 

.28
,60

4 .31 I 4 .40 i 4 .29 ' 4 .42
.69

35 4 .4 3 I 4 .31 4 .38
.95 . ' 9 :

1.65 ! 1.52 1.72 I 1.40 ! 1 .46 i 1.29
.80 ,54 ] .8*=! ! .67 cy

•00 ! 1.88 ! - 1.8; ,8^
. O'-t J _ . at) /u

SG

(n=30) j (n=27)

2.20 I 2.7^1

1 )̂

3

(r.
7

= 27)

^J_L. 1 . : > : > . 9 /

Cn=29) l(n=26) |(n=

4 .a7 ' . J i ^

23)
96

I
15

t H ^ ,94

*.S'ote; Question 12 serves as a l i l t e r for ijuestion 13; -juestion ! '» serve.s as a 
f i l t e r for i.;uestion 15.
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l a ' r l e i ? . P.esponses to se lec ted subjec t ive s t . j tc varia'.^les (percintage
aff i rmative response); Study l.\.

Groun:

. '. .vere '^e promoting

use of certain

information?

12. Did BG affect

your decision?

.. Was 3G helpful? ^ 

Source: cop.troij ;;.'-.:L J .-T' : • : ' • :

Trigger: Absent .-Absent | Absent
1

Present Presenq Presen;
1

Suy Gde: .-•.bsent 1 Present! Pre.send .Absent : Presend Presen:
i i 1 1 • 

] • . — 40 1 40 1 39 I 40 ! -'I ! 38

% ves 24.^ 20.^ 31.-4 36% 46,4 37%

% yes 75% 71% 56% 71%

% yes

n=3U

100;-̂

n=-6

89%

n = 2 .

9 6 J;

n= _ 7 

iOJ%

question 12 serves as a filter for .Question 14; nence, Question 14 is based on
1 smaller n.
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Item 5 asked the subjects to indicate how well '.-e

had done in providing instructions for using the infor-

m.ation display apparatus for arriving at their purchase

decision. The ;r:eans for the si.x groups all ranged be-

tween "very -.̂ 7el̂ ' (4) and "extremely well" (5).

Item 6 inquired whether the subject felt any pres-

sure to choose m.ore inform.ation during the simulation

compared to what he norm.ally ;70uld do. The m.e ans for

all six groups ranged between "cnly a slight amount" (-)

and "no pressure at all" (5).

The subjects were also asked to indicate how con-

fused they felt when miaking their decision (̂ Item 7).

The mean response for the six groups ranged between

"somewhat" (2) and "not at all" ̂ 1).

Item. 10 asked the subjects in the four buyer's

guide groups whether they thought we had v;anted them to

select any particular kinds of inform.ation from, the

informiation display board. Compared to the 24% ves response

for the Control Group, 33% of the subjects in the NAIC

Groups (2 + 5) and 35% of the subjects in the .~TC Groups

(3 + 6) replied in the af f irm.ative. This affirmiative

response was less pronounced (and equivalent to tne Control

Group) when the oG's appeared without their triggers

(257c,) than when the triggers were also present (40%) , 

suggesting that it is primarily the triggers V7hich alert

consum.ers to focus cn specific target informiation.
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Subject.? in the four groups r e c e i v i n g the b u y e r ' s

gu ides were asked how v;el l t h e " u n d e r s t o o d the c o n t e n t s

of t he se 2;uides ( I tem 11 ) . The r e s p o n s e s fo r a l l four

BG groups hovered around "a lmos t a l l " ( 2 ) .

Item. 12 asked the s u b j e c t s in the four 3G groups

whe ther they thought the inform.at ion c o n t a i n e d t h e r e i n

had any impact on t h e i r d e c i s i o n . Consonant wi th the

f i n d i n g s r e v e a l e d in Table 13, m.ore than t w o - t h i r d s of t he

s u b j e c t s (68.25%) s a i d " y e s " !

I tem 13 asked the s u b j e c t s in the four BG grouos

( 2 , 3 , 5 , and 6) who s a i d " y e s " to O u e s t i o n 12 whether

they though t they would have made t h e i r d e c i s i o n d i f f e r e n t l y

had they no t had the b u y e r ' s g u i d e . The four group mieans

hovered around " s l i g h t l y d i f f e r e n t " (2) and " m o d e r a t e l y

d i f f e r e n t " (3) , t he tA-o FTC groups (3 and 6) f a v o r i n g

the " m o d e r a t e l y d i f f e r e n t " r e sponse a l t e r n a t i v e more than

did the NAIC g r o u p s . V i r t u a l l y a l l of the s u b j e c t s exposed

to the b u y e r ' s gu ides r e p o r t e d t h a t they found thera

" h e l p f u l " ( i t e m 1 4 ) . When asked "how h e l p f u l " in i tem 15,

the r e s p o n s e s a l l hovered n e a r " v e r y " ( 4 ) .
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STULY IT: "VALUATI::G COST DISCLOSURE F0F.!!.\TS

3 a ck g r oun c. ,̂n d 0b ject i ve s 

The objective of Study 11*. was to determ.ine -.vhich

of several possible yardstick designs was "best" for

conveying cost disclosure inform.ation. Thus, the focus

of this st'ady is cn the format for displaying inform.ation,

not on the actual content ( i . e . , types of inform.ation)

to be included in such a cost disclosure device.

Methodological A.oproach

Samp le

Immediately upon com.pleting their participating in

Study lA, the same 23S subjects engaged in Study IB.

Fcrm.ats "'''ested (Independent Variables)

After considering numerous design form.ats and con-

suiting on these with various exoerts -- including

Prof. F. J. McCormick, author of the highly regarded

Human Factors Engineering -- the FTC Life Insurance Task

Force decided to test the following five formats;

1. .A graphic three-color yardstick (originally sug-

gested to the FTC by Mr. F. J. r.'oorhead) with the policy's

position in the yardstick already indicated by an 7 as

it would be if it were cone by the salesperson or the
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companv. In t h i s and in each of the four ; . ' a rds t i cks de-

s c r i b e d below, the p o i n t p l o t t e d was based on the Com.pany

R e t e n t i o n method of d e t e r m i n i n g c o s t s .

2 . The sam.e Moorhead y a r d s t i c k , in c o l c r , acccm.-

p a n i e d by i n s t r u c t i o n s t o the consumer on how t o f i l l

t he X in on tbe y a r d s t i c k by h i m s e l f . The s u b j e c t was

r e q u i r e d to fo l low t h e s e i n s t r u c t i o n s i n o r d e r tc de-

t e rmine each t e s t p o l i c y ' s r e l a t i v e c o s t .

3 . The Moorhead y a r d s t i c k , in b l ack and w h i t e ,

wi th the p o l i c y ' s p o s i t i o n on the y a r d s t i c k a l r e a d y

marked i n .

4 . The Moorhead y a r d s t i c k , in b l a c k and w h i t e ,

w i th accompanying i n s t r u c t i o n s on how to f i l l in the

y a r d s t i c k .

5 . A t a b u l a r fo rma t . Th is c o n s i s t e d of two colum.ns : 

The l e f t - h a n d column l i s t e d the p o l i c y h o l d e r ' s age a t

the p o l i c y ' s i s s u e d a t e ( i n m u l t i p l e s of f i v e from age

20 t o age 65) ; the r i g h t - h a n d col'jmn p r o v i d e d the Com.pany

R e t e n t i o n Index range for s imi i la r p o l i c i e s i s s u e d by

the 200 l a r g e s t l i f e i n s u r a n c e companies in the n a t i o n .

E.xamples of each of the f i v e y a r d s t i c k s a r e i n c l u d e d

in .Appendix D.
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Policies Tested

Twent'.' different policies, organized into five

sets (Policy Sets 1, 2, 3, 4, and 5) of four policies

each, served as the test policies. Rather than use

actual (and, therefore, potentially biasing) com.pany

names, each nolicy was designated by a different letter

of the alphabet according to the following sequence:

Policy Set 1: B, G, M., S 

Policv Set 2: C, H 

Policy Set 3: D, J 

Policy Set 4: E, K 

Policy Set 5: F, L 

Iv

Y

Z

The financial data (prem.iums , cash values. Company

Retention Index Num.be rs , policy loan rates, etc.) for

each of these txventy policies were selected by the FTC

Life Insurance Task Force to reflect the typical ranges

for such data among policies available in today's market

None of the policies were extremely expensive .and none

were extrem.ely inexpensive. In addition, the miost ex-

pensive policy in one policy set was just about as ex-

pensive as the most expensive policy in each of the

other sets. The same applied for the least expensive

and two middle-range policies in each set. In light

of the above factors, the task of identifving the least

expensive policy in each set appeared neither too easy

nor too difficult.
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Procedure and Dcsi-'-n

The 238 s u b j e c t s ••7ere d i v i d e d i n t o f i v e groups of

a p p r o x i m a t e l y 43 s u b j e c t s each and d e s i g n a t e d Groups 1 

through 5 .

Each s u b j e c t in Group 1 was f i r s t g iven four ya rd -

s t i c k s , each d i s p l a y i n g c o s t i n f o r m a t i o n for a d i f f e r -

e n t p o l i c y u s i n g Format 1. The s u b j e c t s was then

asked to i d e n t i f y the l e a s t ei-cpensive o o l i c y in the s e t

of f o u r . Upon conc lud ing t h i s t a s k , the s u b j e c t p l a c e d

the four p o l i c i e s in rank o r d e r from l e a s t to most

cos t ( see Appendi.x F,) . The s u b j e c t was n e x t g iven a 

second s e t of y a r d s t i c k s d i s p l a y i n g c o s t i n f o r m a t i o n fo :

a n o t h e r s e t of fo'ur d i f f e r e n t p o l i c i e s . This t i m e , a l l

t h e y a r d s t i c k s employed Format 2. .Again, t he s u b j e c t ' s

t a s k was t o i d e n t i f y the l e a s t expens ive po l i c \ - of the

four and then to rank o r d e r the four p o l i c i e s from l e a s :

t o m.ost e x p e n s i v e . The s u b j e c t then s u c c e s s i v e l y e v a l -

u a t e d t h r e e a d d i t i o n a l s e t s of m .a t e r i a l s , each c o n s i s t -

ing of four d i f f e r e n t p o l i c i e s and employing Formats

3 , 4 , and 5 , r e s p e c t i v e l y .

The s u b j e c t s in Group 2 began w i t h Format 2 and

r e - c y c l e d through a l l f i v e formats u n t i l t hev comoleted
.t' KZi ^ ^ 

Format 1. A s i m i l a r c y c l i c a l approach was used w i t h

tne s u b j e c t s in Groups 3 , 4 , and 5.
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The purp'2.sc? of t h i s des ign (depict'-^.d in F igure 3)

was to co'L' ' ter- '-^alaace ord . i r ( e . . g . , f.-^tisue, p r a c t i c e )

e f f e c t s . "Thac i s , each d i f f e r e ' ^ t lorm.at appeared ,an

equa l number of tim.es In the f i r s t through t h e f i f t h

t e s t p o s i t i o n . F u r t h e r , s-;ch a ' v i t h i r - s u b j e c t des ign

p e r m i t t e d the c o l l e c t i o n of more d a t a frcm °nc'.\ sub -

j e c t than u^ould have been p o s s i b l e wit l i a s i m p l e r

b e t w e e n - s u b j e c t de.-^ign: t h a t i s , a l l 233 s u b j e c t s

e v a l u a t e d a l l 5 form.ats. The d e s i g n a l s o m.ade the

t h i r d dependent v a r i a b l e ( . l e sc r ibed below) m.ore mean-

i n g f u l , inasmuch as i t was p r e d i c a t e d on a v.-'ider base

of e x p e r i e n c e .

To e l i m i n a t e the p o s s i b i l i t y of a confound a r i s i n g

from h a v i n g the d i f f e r e n t y a r c i s t i c k formats p a i r e d wi th

a unique s e t of p o l i c i e s , each of t h e f i v e yard.-^tick

formats were a s s o c i a t e d an eq-aal and b a l a n c e d n;.-m.ber of

tim.es V7ith each p o l i c y s e t . For example , t'r.fi 48 sub -

j e c t s in Group 1 who r e c e i v e d Form.at 1 f i r s t '-^ere fur the?

s u b d i v i d e d i n t o f i v e groups of ei i^ht s u b j e c t s each ,

/-"hile a l l of t h e s e s u b j e c t s sew Formiat 1 f i r = t (as de-

s c r i b e d abo-.'-e) , e i g h t of them s a;; i t in ccnn-^ction wi th

P o l i c y Set I , a n o t h e r e i g h t saw i t in c c n n e r t i o r . wi th

P o l i c y Set 2, e t c . Thus, d i f f e r e n c e s observed in the

dependent v a r i a b l e s ( see beio'..-) Xvere l e s s l i - ' e l v ; - hp

a f u n c t i o n of the r a r t i c u l a r p o l i c i e s t e s t e d ?rd m-̂ r̂ -

iL'-.elv to be a f u n c t i o n of che des ign <"onni.at •'-•zz"~.
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5 4 

Grcun

Yardstick
Format

1 2 1 H- 5

1 f 1 - -

2 f 

3 ; 

^ ^ u 5 1 i 
1

2 f 

3 ; 
•

3 4 -, 1

4 ; /̂ 1 -, •5
7

L̂ • ; 0 n '^ i 

Figure 3. Test design for Study IB.
represent testing order.)

(Cell entries
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Dependent 'J'ariables

Three tvpes of dependent x/ariables were assessed.

First and miost important, our ĉ nce:;n was with hot;

accurate the subjects were in using tr;e fi'.'e different

form.ats. That is, which of the five form.ats was most

closely associated with correctly identifying low cost

policies ? 

Second, all other things ('particularly performance

accuracy) beine enual, the time to reach the decision

becom.es a wortĥ -'hile consideration. Thus, the next

question of interest was: hliich format resulted in

subjects reaching (accurate) decisions fastest?

Third, how do subjects react to these different

formats? To address this question, after subject had

gone through the five tasks (using the five sets of

policies and five different form.ats), his preferences,

judgments regarding ease of use, etc., were ascertained.

1978 AP Consumer Accessing and Use of Information Jacoby BonkNote 124p 57 of 124



Re suits

' ^ '

The Relationship of Format to .Accuracy

.As iust noted, our primary concern was which, if

any, of the five different display forr.iats was most

closely associated with being able to correctly place

the five policies in rank order of increasing cost.

Row 2a of Table 1,8 displays the m.ean num.ber of correct

rankings for each format. Given the rank order nature

of the data, a non-paramie trie test, the Friedm.an test

for repeated measures, was used to examine this ques-

tion. Row 2a of Table 18 contains the mean rank for

the five format conditions. Applying the Friedman test

to these ranked data, there xvas no overall statistically

significant difference across these five formats in

term.s of the ability of subjects using these formats to

place the policies into correct rank order of increasing

cost. That is, each of the formats was insignificantly

different from the others and equally effective or in-

effective. Further, pairiv̂ ise comparisons bef-.-een each

set of mean ranks reveals no significant differences.

The Relationship of Format to Time Costs

Line 3a of Table IS presents the mean time Cin

seconds) it took the subjects to rank order tho oolicies

vxider each format. These ranged from som.ewh.at les?

than a minute and a half (for the black and ;/hite
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Table 18. Means and ne-.n r.-;inks for t'ne depen'-'cnt variables -j^ i-u Iv 13.

irci.t t l • 

.'̂ lependent Measures

.-.ccuracv:
1 . .•-, direct hits on

"lowest price"
2. Ranking all five

Dolicies
a

a . mean c o r r e c t
b . S . D .

a . mean t ime
( i n seconds)

b . S . D .
c . mean of formats

ranked bv t ime

:uo l ec t i ' . ' e r e a c t i o n s :
. . " - IJIu.ase o r u s e : .mean

:CO r-^.-.ea.^

j C o l o r , A I C o l o r , Zo'.-\ .BiW, X iBi'-;, Mo'- ) .io;!!. a :1

S . D .
mean r a n kcv p p e a r a n c e : iTiean
S . D .

Preference:
mean ,rann

d
mean
S.D.
mean rank.

1 * 1 t-

I
I

95.4% 96.6% 97.9% 96.6% 94.1.%

3.79 3.84 3.80 3.85 3.74 n.s.
.81 .72 .76 .64 .90

98.33 124.29 85.06 114.97 116.72
111.87 97.72 84.37 107.15 91.23

2.67 3.41 2.51 3.'J8 3.33 59.88 .00'3

1.50 3.12 2.66 4.23 3.33
.78 .91 .93 .90 1.30

1.54 3.15 2.70 4.26 3.3*̂ 373.09 .000
1.20 2.39 3.06 4.21 3.y7
.54 .78 .32 .75 1.50-

1.24 2.43 3.09 4.24 4.00: 570.73 . 000
1.48 3.02 2.69 4.IS 3.29 ' 
.74 1.02 .97 .9b 1.^2

3.36 ? 369.571.54 3.08 2 .76 4.2 3 
1.^2
3.36 ? 369.57 ."'.-,'"

-lotes;
a. 0 = none in correct rank order; 4 = all 5 policies in correct rank order.
b. 1 = easiest to use; 5 = hardest to use.
c. 1 -= best looking; 5 = worst looking.
d. 1 = most preferred; 5 = least preferred.
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Hoorehead yardstick, with the K alreadv entered thereon)

to som.ewhat m.ore than two minutes for the colored

Moorehead yardstick without the X on it. Also pre-

sented (in line 3c) are the mean ranks of th.e five for-

m.ats for each subject. Given that the tim̂ es were not

normally distributed, the Friedman test v;as applied to

the ranked means. The result indicated a highly signi-

ficant overall difference across the five form.ats.

Pairwise comparisons were made across all the in-

dividual means. i-Jhile no two adjacent m.eans were sig-

nificantly different from each other (see line 1 of

Figure 4), the difference bem:veen the black and white

formats with and without the X was significant (p = .0015),

and the difference between the "black, and white without

an X" and "color without an X" nearly so (p = .0611,

see line 2 of Figure 4). All other paincise comparisons

were significant at beyond p = .0000. '.Jhat this m.aans

is that the twc ?!oorehead yardstick conditions whi.ch

already had the X imprinted upon them, were better (in

terms of the time required to place the five test

policies in rank order of cost) than the oth.er three

formats, while the black and white version was superior

(although not significantly so) to the colored version.
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î|
JJ.̂

feW
aM

^

1978 AP Consumer Accessing and Use of Information Jacoby BonkNote 124p 61 of 124



60

Relevant Subjecti\'e Reactions

The subjecti^'e reactions of the subjects to the

five formats were also of interest. The three which

were examined were: perceived ease of use; judged

attractiveness of apoearanca; and overall preference.

For all three variables, there was a findirrg of high

overall statistical significance (p = .0000; see Table

18). Further, in all three instances: (a) virtually

every single pairwise test of significance revealed high

levels of statistical significance (i.e., beyond p = 

.0000) and, more im.port an t ly, (b) the colored Moorehead

yardstick with the X already im.printed upon it was high-

est rated, and significantly higher rated than its

nearest rival on all three subjective dependent vari-

ables . 

Study IB findings can be summarized as follows.

Î Hiile there was no difference across the five formats in

their impact on the ability of subjects to correctly

rank order the test policies in terms of cost, the sub-

jects required significantly less time to complete this

task when using the two Moorehead yardstick formats -•;ith

the X already im^printed on the sheet (with the black and

white version being insignificantly better than the

colored '•ersion), and preferred the colored format to

all other formats in terms of ease of use, attractive-

ness of appear.ance , and overall preference.
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p r o c e s s methodology , r e s e a r c h parad igm, and p i l o t
i n v e s t i g a t i o n . In B. B. .Anderson ( e d . ) . Advances in
Consumer Resea rch , ^ 'ol . 3. 1976, 306-314.

•
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!:.il\;!JT.\NT

j ; ; i u H i " ;;•:: • ^ ' . . i i t :

m cos t . ou c.iM .-̂ .IVL' ;.:i:iJi\'.i-^ <•[•, iii .-i.-rv:- ca se s ,

tb.0'.'5.i'!d.s of •.lolL'.rs cri-r 'i IO-VC.M" iv-uhcJ iiy shop-

ping aroujul ciivt 'u!])- '.'ov :i l . 'v-cosr ;;i,licv. t:.-'.-.

do you do i t ?

1. Don' t JList I'lck tir. [Kl i tv -is'ith the Icv.cst

preniiiuri. If >'ou do, you ni.iv wiiiJ u;i -\\\V.\ :i p...dicy

witli very poor benefit.-? ivtnc."'! i s n ' t Iciv-cost a t a l l .

2. Ins tead , be sure to choose- ;i pol icy with a 

low "SURPvE.\nFR d'̂ ST L\DOX" cu\d v, ; th .: low "XhT iAV-

^ff^T COST I\i : tX." Ihcsc Lndexo^ iiaxc born developed

to help CGPiSurr.crs l ike yourse l f S'IG:I for 1 i i'o ir.sur-

zii\c-z. Comparing tiio "t."OST L^Dr.XilS" for •) 'zro^.p c '

sLmilar p o l i c i e s is the iir-st way to find :T r c lu r i vc ly

low-cost r)olicv.
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Si.milar :?olicie3 often rl ; ̂  =,: -r siiV-r suhstan-

tiail" l.a cos; You can ri.sve h.undr'

in som.e cases, thousands of dollars over a 

20-year period by shopping around carefully

for a low-cost policy. Hov; do you do it?

1. Don't ]ust pick the policy with

the lowest pre.T.ium.. If you do, you may wind

up with a policy with very poor benefits

whic'n isn't low-ccsr. at ail.

2. i.nstead, be sure to .,diooso a policy

with a low "CO.MPAlv'Y RETENTION I'.-IDZX." This

i.ndex has been developed to help ccns-u-mers

like yourself shoo for life insurance. Con-

parina the "COMPA-NY RETENTION INDEX" for a 

group cf similar policies is the best way

to find a relatively Ic-w-cost policy.
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i j i F. INSI R.ANC:;
31 VKR'S GUIDE

lb,,-, guide can sl iou xou ho'.^ to ^.^.c mon'jv
u h c n >i)u vhop for life inv'L;r.incc. ll l.-jlps \ o u
to

• i )c^idc h o u m u c h iilc inMirancc '. ou Niiould
hu>.

• Hccidc \>. hat 'Mtid ot iilc invuranco polic;.
\ o u need, and

• C o m p a r e the cost ol •>iniil,ir lile ir-.^urancc
policicv.

I'r. p.11,-J '->\ ' i'e
\ , i ! i , in . i l \sM'^-i.r.. '11 ,0 Iiisui..

( oir.m.^-.i 'i ' .ei •-

Repi inted h\
I he ' s . i t ionai ! i ide iu ri ter ( 

)t;ne. I '^'^
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The N a t i o n a l A s s o c i a t i o n of Insurance
Commiss icnerb is an assoc ia t ion of s ta te
insurance rei;ulaior> oliicials. This association
helps the \ar ious Insuiance Departments to
coordinate insurance lav^s for the benefit ot all
consumers. Vou a.-e urged to use this Guide m 
making a life insurance purchase.

This Guide Does Not Endorse

Any Compan) Or Policy

Bl >i.N(; I.II i: I N S I R A M V 
U lien w n bus hie nisLKancc. wui u.iril .1
poliCN which tits >our needs uith.uit costiri;
too much >'our tirst step is ;,) decide hou
much sou need, hou much uu i c:in .illord to
pa> and the kind ot" polic\ vou uant I h-en.
Iind out uhat \,irious companies eh.irL'e lor
iliai kind ol p o l i c . Vou can find imnori;mi
diilercnces in the cost ol hie insur.mce bs
using the lile insurance cost indexes uhich .ire
uescribed in this guide A good life insurance
agent or compan\ uill he able .md uilling to
help \ou uith each of these shopping steps.

It \ou ,iro going to m.ike a good choice
uhen \ou bu\ lite insurance. \oii need to
understand uhich kinds are .ivailahle It one
kind does nol seem to fit \our needs. as \
.ibiiut the other kinds uhich are described in
this guide ll >ou teel that vou need -r.ore
mlormaiion than is gi\en here. >ou mav uant
to check with a lite insurance agent or
companv or books on liti- insurance in vour
public librarv.
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C HOO.SING THE . \ \ ! 0 l NT
One ua> lo decide hou much life m>;:rancc
vou need is to figure how much cash and
income your depcnd-.ns vvould need ii you
were to die. Vou should think ot life insurance
as a source of cash needed for expenses ot
final illnesses, paying taxes, mortgages or
other debts, ll can also provide income lor
your lamilv's living expenses, educational costs
and other future expenses. Vour new policy
should come as close as you can afford to
m.aking up the differen-je between (I) what
your dependents would have if you were to die
now, and (2) what ihev vvould actually need.

Term Insurance

ler:n insurance is death protection for a 
"i.rm" ot one or more vears Death '".i^elits
u;l! Ix" p:)id only if you die vvitliin i!..;i :ei:ii <•!
vears. Term insurance gcncr.ilh pre . .ues the
largest ur:mediate death protection ior \r,i.ir
premium dollar.

.Some term insurance policies are
""renewable" for cne or more additio.-..:! terms
even if your health has changed. Each time
you renew the policy for a new term,
premiums will be higher. Vou should .̂•••eck
the premaums at older ages and the length of
time the policy can be continued.

Some term insurance policies are also
"convertible" This means ihat before the end
of the conversion period, you may trade the
term policy for a whole life or endowm.ent
insurance policy even if you arc not in good
health. Premiums for the new policy will be
higher than you have been paying for the
term insurance.

CHOOSING THE RIGHT KIND
.All life insurance policies agree to pay an
amount oi money if vou die. But all policies
.ire not the sam,e There ,\rc three basic kinds
of life insurance.

1 Term insurance
2. Whole life insurance
3 Endowment insurance

Remember, no matter how lane;, the policv
title or sales presentation might appear, all life
insurance policies contain one or more of the
three basic kinds. If vou .ire contused about a 
policv that sounds complicated, ask the agent
or company if it combines more than one kind
of life insurance. The following is a brief
description of the three basic kinds:

Whole Life Insurance

Whole life insurance gives death pri'tection ;or
as long ;is vou live. The most common ivpe is
called "straight life" or "ordinarv hfe"
insurance, for which you pav the same
prenruums for as long as vou iive. These
premiums can be several tim.cs higher than
vou would pay initiall;. for the same amount
of term insurance. But thev are smaller than
the premiums vou would eventually pay il vou
were to keep renewing a term insu.-ance policv
until vour later vears.
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Som? whole life policies let you pay
nrcmiLims for a shot ter period ŝ uch as 20
vears, or until age 65. Premaums for these
policies are higher th.-.n for ordinarv life
insurance since the premium payments are
squeezed into a shorter period.

Although you pay higher premiums, to
begin with, for whole life insurance than for
term insurance, whole life insurance policies
develop "cash values" which you mav- have if
you stop paying prcmiu.ms. You can generally
either take the cash, or use it to buy some
continuing insurance protection. Technically
speaking, these values are called "nonforfeiture
benefits". This refers to benefits vou do not
lose (or "forfeit") when vou slop paying
premiums. The amount of these benefits
depends on the kind o{ policy vou have, its
size, and how long you have owned it.

A policy with cash values may also be used
as collateral for a loan. If you borrow from
the life insurance companv. the rate of interest
is shown in your policy. .Any money which
you owe on a policv loan would be deducted
trom the benefits if vou were to die. or from
the cash value if vou were to stop paving
premiums.

Endowment insurance

An endowment insurance policy pays a sum or
income to vou — the policyholder — if you
live to a certain age. If vou were to die before
then, the death benefit would be paid to your
beneficiary. Premiums and cash values for
endowment insurance are higher than for the
same amount of whole life insurance. Thus
endowment insurance gives vcu the least
amount of death protection for vour premium
dollar

FINDING A I OW C O.ST P(M I( ^ 
After vou have decided uh'ch kind •' i.te
insurance fits your needs, loo'-, for .i e. • ,' ^'.;>,
^'o^;r chances of tindin^; .; uooil î uv .;re hetter
if v(>u use tvvo tvpes v'[ mdex numbers t!-.:i!
i'.ave been dc.eloped to aid m .'hopping tor
life insurance. One is called the •'Surrender
Cost Index" and the other is the '-'se!
Pav ment Cost Index". It will he uo.-th vour
time to try to understand hou th.cse '."dexes
are used, but in any event, use tliem rnl \ for
coir.paring the rel.itive cost.s oi simi!,;r poi.cies.
l o o k FOR POLICIES \M I H LOW COST
INDE.X NU.MBERS.

What is Cost?

"Cost" is the difteience betv>een vvh.i; vou pav
and what vou get back. If vou pay a premium

• for life insurance and get nothing back, vour
cost for the death protection is the premium.
if vcu pay a premium, and get something hack
later on. such as a cash value, your cost is
smaller than the premium.

The cost of some policies can also he
reduced by dividends, these arc called
"participating" policies. Companies mav lei!
vou what their current dividends are but ti-ie
size of future dividends is unknown loc.Tv and
cannot be guaranteed. Dividends actu.illv paid
are set each year by the conipanv.

Some policies do not pav dividends fliese
arc called "guaranteed cost" or "non-
pariicipating" policies E-.cry feature of a 
guaranteed cost policv is fixed so that vou
know in advance uhat vour future cost '.vill
he.

The premiums and cash values ol a 
participating policv are guaranteed, but the
dividends are not Premiums lor rart::ip.iting
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policies are typicallv higher than for
gu.iranceed cost policies, but the cost to vou
may be higher or lo'.vei, depending on the
dividends .icluallv p.iid.

What Are Cost Indexes?

In order lo compare the cost of policies,
you need to kiok at:

1. Premiums
2. Cash values
?>. Div idends

Cost indexes use one or more ol these factors
to give you a convenient way to compare
relative costs of similar policies. When you
compare costs, an adjustment must be made
to take into account that money is paid and
received at different times. It is not enough to
just add up the premiums you wi l l pay and to
subtract the cash values and dividends you
expect to get back These indexes take care of
the arithmetic for you. Instead of having to
add, subtract, mult ip ly and divide many
numbers yourself, vou just compare the index
numbers which vou can get f rom life insurance
agents and companies:

I i./F'E i . \ s i 'RA \ c i : : S I ' R R E . \ D F : R
C O S T I N D E X ^ This index is useful if you
consider the level of the cash values to be of
primary importance to you. It helps you
compare costs if at some future point in t ime.
such as 10 or 20 years, you were to su.'render
the policy and take its cash value.

2 L I F E I N S U R A N C E N E T PA Y.MENT
C O S T INDE.X - This index is useful if vour
mam concern is the btne. l ts that arc to be
paid at your death and if the level of cash
values IS of secondary importance to you It
helps you compare costs at some future point
in t ime, such as 10 or 20 years, if you continue
paying premiums on vour policy and do not
take Its cash value.

IliCiC Is .:To::ie; n u m i i c c.ill.'c! the . ... .^.^,.'.
I eve! Annua! Dividend It shows t!;. r-nt
iliViJeiids pl.iv III Jeteiir. lime the c.'--' i::.l.x
ol .1 an t ; ; 'p i t i i ig p. ' l ie Adding .- p-', s.v'̂
I i |uiv,i lciu I evci Ann'.:,;! Div i i lcnd to :'s i.,.--t
index ;illows you to co i ip . i re total co^is ti l
si:nil;ir policies bel.ue d .d ' .u img d iv ;J . : ' Js
llovvevei. if vou ;i;.!ke .i:r c,>st co;-.'.:"..; i^ons
ol .1 p.ir i;^ipaiing polic;. '.'. i ih .i ;;oi'.-
p.irt icipating policv, remember th.i i f!i.- lot . i l
C(>si of the p.irt icip.it ine p-ilicv wi l l b. reduced
hv dividends, but the cosi ,it the non-
part icip. i t ing policy wi l l not change

IIow D o I I se Cost Indexes?

Ihe most important t.hmg to ren-ieniber
when using cost indexes is that .i P',''..z\ w i th a 
small index number is generally a he:ter-buy
than a comparable policy wi th ,i l.ireer index
number. Ihe lo l l oumg rules are a's,!
important :

( I ) Cost comparisons .should . 'nl ' . he t-;\idc
between si.mil.ir pkiiis . ' l li!e insur.'.:-.. S::".:!.:-
plans .ire those uh ich provide essen'.il lv the
s.ime basic benefits and require pren;u:::-i
p.iy ments ti)r approxi r Iv li-.e t'eriod
ot time, Ihe closer piWities :ire to he:-ig
ideii l ic. i l . the more leliable the cost
c,Mlip:ir:M>ii u; l l be.
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(2) Compare index numbers only f-.>r the
kind ol policy, for your .lye .ir,d tor the
amount you intend to h"y Since nii or.e
comp.iny olters the lou...st ost tor (;// 'vpcs ol
insurance at «//age-> .;nd 'oi <///am.uiiits of
msur.irice, il is important th.it you get the
indexes lor the actual policy, age and amount
which you intend to buy- Jusi because a 
•shopper's guide" tells you ihat one company's
policy is a good buy for i p.irticular :ige and
amount, you should not assume that all o(
that conip.iny's policies .ire equally good buys

]}) Small differences in index nun-.bers
could be offset hy other polici features, or
differences in the qu.ility of service vou may
expect I rom the comp.iny or its .igei-it
Therefore, when you tind small dilferences in
ciisi indexes, your choice should he based on
something other than cost

(4'i In any event, you will need other
mformation on which to b.isc your purchase
decision. Be sure you can attord the
premiums, and that you understand its cash
v.ilues. dividends und de;ilh benefits. \ ou
sht)uld also make a judgement on how well
the life insurance companv or agent will
provide service in the future, to you as .i
policyholder

(5) These life insurance cost indexes apply
to neu policies ,ind should not be used to
determine uhether you should drop .i policy
you have already owned for auhile. m favor
of a new one If such a repl.icement is
suggested. y.)u should ask for information
from the company which issued the o'd policy
belore you take .iction

IMPORT \NT T I ! r (.S ]()
RK.MF..\I»I R - \ s i MM \R>

Ihe lirst d^.cision vou niu^i in.ike u'-tcn fv.i; .ng
,1 llie insurance policv is chousing .i p,-l', -.
v'liose bcndits ,ind pref.-iiiims most c! •-'-.
meet your needs and ability lo p.iy Next. !i.-id
.; poliev vvhich is .ilso a rei.itively g«v d bi:' If
.OLI compare Surrender C.isi Indexes ,::uj \ e t
Pav men! Cost Indexes of smiiiar com->eting
piilicies. your chances ot finding a lel.itively
good buy Ulll he better than il vou Jo not
shop RKMKMBKK. I OOK KOK POI ICIFS
WITH I.OWKR COST INDI \ N I M B K U S .
A good lile insur.ince agent e.m help you to
choose the amount of life insurance ;ind kind
ol policy you w.mt and wul give you cost
indexes so that vou can rn.ike cost
comparisons ol similar ptihcies.

IXm't buy life msur.ince un'css \,-:i intend
to slick with It. A policy which is ,; g.Md buv
when held for 20 years can be \ery c.istly if
von quit during the e.irly ye.irs cif th^ .-^.ilic
ll vou surrender such a policy during the tirst
leu years, you may get little or nothing b.:ck
and much of your premium mav have b^.n
used tor comp.iny expenses

Read your new policy carefully. ;:.d a>k
the .igent or company lor .in e\pl.i.".:-;.>:i •(
anything yi>u do not underst.md W'.i 'ever
you decide now. it is important to rcv.ew ;. .uir
life insurance program every lew years r,i keep
up with changes in yoijr :ncor.-,e .md
respon.sibiliiies.
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IIOW TO Qioosi; -niii 'lyrH OF rcLicv niAT'^ lu.si i-oR vco

I t Us t r ' J . ' tli.it -dll .slO.wOO pv.'li^oles v.'i'il puz il{},'^(jG to your

survivors i f vou d i e . Ic.it t;;o>''re not the :-":i;'..' rn other v,-ays. The

two most LTiportant types a re te!-;r, poJie Les, vsiiioii p r c ' l d e o.nly ; ro-

t e c t i o n , and 'ivhole l i f e poi icLcs . -rtliicii pro\';uC' protectio.'t pii;s >.iv-

:ngs. In add i t i on , soir,e tonri and wiiolo l i f e p o l i c i e s p^y dividends

( p a r t i c i p a t i n o p o l i c i e s ) , whih.-'' sone don ' t ' .non-par t ic ipat ing p o l i c i e s ; . 

In choosing tlie tyjio of pol icy t h a t ' s '̂ e.^t tor you, vou rr.ust decide

wiiether you want j u s t p ro tec t ion or p ro tec t ion plus savini;s, and whethe:

)'ou want a pol icv tha t pays dividends cr not . Here 's a b r i e i d e s c r i p ' i c

oi these basic l^pes ol" insur::ace and sei:-,e a.dvice on how to choose tiie

type t h a t best f i t s >"our needs.

I'erm Insur.irice

TeiTTi insurance gives you deatii p ro t ec t i on for a period of cne or

.more yea r s . P ro tec t ion sii.ipl}' means that tiie insur;ir.ce co.-pa.ny wi l l

pay your surv ivors the face amoiint of th.e pol icy fSlG.OOOj if you die

d'.iri.ng the terrn of the po l i cy . Since a teiTi pol icy provides onl>' pro-

t e c t i o n and no sav ings , the premium you pay is genera l ly :r.uch lower tiiar

tiie pretuium for a v.aole l i f e po l icv purciiascd at tiie s.X'V.e age. A 35

year old man, for e.xax.ple, can buy a ten?, pol icy for about $.T a ;.'eir

per SIOUO of face aiuourit, or about $30 for a SIJ.OOO po l i cy . .-X SlLi.T/'A;

wiiole l i f e po l i cy , purchased a t the s.LTie age, would cost about $200 a 

year . Tem insurance , iiowever, provides only- p r o t e c t i c n . If the man

l ives past age 56, he ge t s notn.ing back. Hc ha.s p.-iiu S 5 J for $10,000

"ivortti of p r o t e c t i c n for one year and t i ia t ' s the end of the .Tiatter. Tr.z
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cost of pn t cc t i c i ; riS'.-- . i i :i .cc.- iii.'cause i.!ie ciia:.c^ J: ' d,.';;ig ui_re-.i~t--

each year . .-Xt age -15 i t -i-.ould cost about Sluii a ;,'car, ;md at age 53

about $2''iO a }'ear, to btiy Sl'.i.OOu v.crt'i nf terr, Insur.ance. . \otice th.at

a t about age 55 t;;e tenn iiistirance prerruirn is tiie sa'ne as that for a 

wiiole l i f e pol icy purcliased at age 35. P.ey-.nd age 55, tenii insurance

premiums increase more r; ipidly. $10,000 '.vorth of tcizv insurance, for

ins tance , would cost abotit $300 at .age 'i-'j and e.bout $50i) at age 65.

You can buy term p o l i c i e s whose prei;;iums stay tlie samie for a 

period of one, f ive , or ten }'ears. '.Vitii a five-v'c-ar rcrjn po l i cy , for

e.xample, the premiuni s tays tive sajne for five vea r s . flow can tiie premiu]:i

s tay the same '.'.'hen the cost of p ro t ec t ion r i s e s ? .\nswer: >-ou pay a 

l i t t l e more tiian tiie cost of p ro tec t ion for tiie f i r s t 2 1/2 years and

a l i t t l e l e s s than the cost for the second 2 I'''2 vears .

Some term p o l i c i e s are rcnevvablc, .viiich ::;eans tiiat you can ccntinue

your insurance p r o t e c t i o n for an addit ic .nal term of years even if you

could no longer pass a piiysical exan at reiic'Aal time, ihe premium in-

creases each time you re.new \-our po l i cy . )'!ost tei-m p o l i c i e s can be r e -

newed only to about ;ge 60 or 65, but at tliat age >'Our need for msur-ince

p ro tec t ion may be less s ince y o u ' l l have fewer dependents. \ou can a l so

buy tenn p o l i c i e s tl iat a re c c n v e r t i b l e , ••.-hicli means th.it you can t rade

in your terni pol icy for a wiiole l i f e po l icy a t some i'uture date without

passing a phys ica l exzm.

'•\1iole Life Insurance

'Aliole l i f e insurance provides p ro t ec t i on for your e n t i r e l i f e and

IS a l so a wa '̂ of "savin:;". Usual Iv tlie uremiiDn stnvs the same over
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your wiiole l i f e . How c.:in Liie premiu"! -"tay tiic sa;:-ie when the- cost .;!

p ro t ec t i on r i s e s '..itii ace? .Viswer: ti.c premium, in tiie ea r ly years

is iiigher tiian tix- cost or j i ro tec t ion . Part of tiic difi 'orence betv.een

the premium yo'u pay and tiie cost of p ro tce t ion i;i those >'ears goes in to

a savings account c a l l e d tiie casii value of the I 'olicy. Tlie casii \ a l u e

i s l a t e r used to pay tiie higlier cost of ptote i . t ion in your o lder \-ears.

.•\ i:uin, ago 35, for e:<aT.ple, can buy a wiiole l i f e pol icy for $20 per

$1,000 of face amount. .\s ;,-ou've seen, tiie cost of p ro t ec t ion at age

35 is only about $5 per $1,000. .^art of tiic S15 di f ference goes into

tiie p o l i c y ' s cash va lue . .At age 60, th.e cost 'jf p ro t ec t i on wi l l be

about $25 per $1,000 of face a n c i n t , but y o u ' l l s t i l l be paying only

$20. In e f f e c t , your casli value is nou i;eing used to make up the dif-

ference. Xote, however, tiiat sliould you d i e , your survivors wi l l recieve

only the po l i c ) ' ' s face amount, not the face amount plus tlie casii va lue .

Your p o l i c y ' s cash, value may be useful t c '.nu in otiier ways. If

you decide to cancel or surrender your pol icy a f t e r p:iying premiums for

a number cf yea r s , you ' re e n t i t l e d to get the cash -calue in a Tump S-LCU

or 111 other ways. You can a lso borrow money from; tiie com.pany up to tiie

tunount of your casli value at an i n t e r e s t r a t e fixed in tlie j iol icy, cu l led

t!ie pol icv loan i n t e r e s t r a t e .

Dividend-Paying Policies and .Von-Dividend-Paving Policies

.Scr.e p o l i c i e s pav' dividends (par t ic i j -a t ing p o l i c i e s ! , wiiile o thers

don ' t f non-part ic ipat ing p o l i c i e s ) , i 'art i c ipa t ing p o l i c i e s often iiave

higher premiums tiian non -pa r t i c i pa t i ng p o l i c i e s . But d iv idends , when

received, can s u b s t a n t i a l l y reduce the act-..al aiiioiint you pay for your
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protection a.nd sav;n-',s. So, e.-en tho-agii a part i v.: pat ing policy lias a 

iiigher premium ti\ir. .i i;cn-p.-irt icijxit ir.g poiicy, i". may well be t;.c

better buy.

Dividends, !i.:-,\'ever, aren't certain. I'iie comp;uiy's illustrated

dividends only siiow you tiie a.mount of di-.-uiends the company is currently

paving out. ff in tiie future t;io company makes more inoney on its invest-

ments, or if fewer policyholders die, or if a'Imin istrative expenses de-

crease, it's likely tliat the dividends vou will actually receive will be

iiigher th^m those currentl}- illustrated. If, on the other hand, the

company makes less on its investments, or if more pol ic>-;iolders die,

or if administrative e>q:enses rise, fufure dividends will likely be less.

IVIilQl TYTE TS BTST FO.R YOU?

You have to decide whether a tenn policy or a wiiole life policy or

botli best suit your needs, .and whether you w-ant a dividend-paying cr

a non-dividend-p.aying policy.

Tenn or '\7iole Life?

Tlie choice really depends on your own p;irtic:!lar needs. But we

can offer you some advice.

1. If you w.int a larger acnount of protection than -.-ou can afford to

buy through a whole life policv, some or all of your purchase should

be term insurance. .Above all else, try to purchase enougii protection

to meet your family's needs if you die. Term, insurance buys >'ou the

most protection for your prem.i-um dollar. At age 35, for example, you

a m buy four tim.es as ri-uch protection for tiie s.'ime premium, if ;.-ou buv

term rather thtin whole life insurance, rrn't buy a wiiole life policy
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i f tliat means you ' l l iic forced to i-uy 'less p ro tec tn .n than you need.

2. If vcu waTit insurance p ro tec t ion for so -.e s i iLrf- tern 'iced, v ju should

buy te-rm in5uranc_e. Peril.tps "̂ou need extr.-i rr. '^tection onlv during tr.e

:iext tour years wliiie your ycungest ciui . i i^ c c . - l lcae. l',iieie iif'e

p o l i c i e s have heavy "front end" expenses b u i l t in to t i ie i r ea r ly vears .

Tins makes tiie.m very c c s t l v to cancel or surreTider ir, less tiiari 10 \ ' s a r s .

For s l ior t - tenn needs, buy tei'm insurance.

5. If you want insurance p r o t e c t i o n bev'on,! age f'5, some cr a l l of vour

nurchase siiould be whole l i f e i t isurance. Most LeT-m, l io l ic ies c a n ' t be

renewed beyond age 05. Even a conver t ib le term, po l icv '.-.'ill often tie

too expensive to convert a t l a t e r ages. You should , t l i e re fore , buv a 

vvhole l i f e pol icy if you want to have s.oi,ie insura'ice in force beyond

age 65.

4. If yoi: have t rouble saving systematicall;>", you ma\" want to buv whole

l i f e insurance . .̂ Iany people find bu;/ing a ivhole l i f e pol icv a convenient

way to save . Each time you make a premium, pavTient vou ' re a l so adding

tc your sav ings . In a sense , whole l i f e insur.ance " fo rces" you to save

in order to keep >'our pol icy in force , '.'.'ithout such comDuisior., many

people would find i t d i f f i c u l t t c save on a regu la r b a s i s .

If you ' r e consider ing tine purchase of a w-hcle l i f e nc l icy as a 

way to save , be sure to f i r s t find out hovv much cf the p o l i c y ' s premiisn

w i l l go for savings i^tlie breakdowTi of tlic premiu'ii) ;ind what i n t e r e s t r a t e

tJiose savings w i l l eani over a 20-year period (the savings y i e l d ) . You may

find tiiat you can get a b e t t e r r a t e of i n t e r e s t from a batik or a savings

aid lo.an a s s o c i a t i o n . Ihe d i f ference in i n t e r e s t r a t e s then becomes

th,e cost of the added convenience of saving tiircugii l i f e insurance.
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1 . I l l ' s l " . . . . ^ l .

O i ; l - , ' ! •> ' • •-- '••• -• . u . v . ^ ' . i ^ ' i i V - i i . ^ ' . ' : .

"tou should :iiso reali^.e -L.ie i n t e r e s t r a t e vctp i ; .•.ir.i is i>,isi.. :.

a.ki won't y,i> u, il tiie ra le -ji iiii Pit ;•-ii !:i. i- iTuir

sense , >a\ L.u througli whole 1.. ' uisui . . . . . . ' . 'i '-:. >• ••'••

Tne company p'rcmises to IKI}' y m ,i f i xed nu!:i;)er ol ui j l iars in tiic fu ture , re-

gardles.s of wiiat tlvese a o l i a r s :ita\- tlien 'oe wortii. So, if you waiit .i iiedg'.?

."'g.'un.- t̂ i n f l a t i o n , don ' t pi;t . . ' i '>f •• 'U'- -iv,.! 1 • t'e insurance.

Ji'.idciid-PavLni.' or .•.'^a-iiivideiui-i'.^ mg?
' ..̂ 2 . , f .V?

After you ' \ e ueciaed ,K-tween ten:i and whole l i f e , y o u ' l l nave to uocide

i'etween a di viderid-pay lii^ ipar t iv: ii..itiniji p'ji i -. ni.l :i tiondi vidend paying

fuou-ptirt ic L[;<iting j o i i c ; , ; . .'vt.aui. one t;,'; e i.~n't alwu}-.; b e t t e r tlian t:.e

o t h c r , cuid wiiici w i l l be Dot tor for you depend.; '.in your o.ui needs. ',".e can,

liowevor, give ycu soiae advice .

1) Re sure to cji:;pare tiv.' coiiiuanv rete-it ion iiicLx oi i a r t i c t p . i t nig a;.u

non-par t i c i;iating p o l i c i e s , not j i i ia thei r pretuiiiiii.i. This iiuicx t e U s you

'low miuch of the premiums wincii \'ou pay in over tne f i r s t 10 years or .̂  po-

l i c y ' s l i f e ycu can expect tiic company to keep t'or i t s own expense^ aid , .re-

. i t s ra t i ie r th;ui r e t u m to •yo]'. in tiic for", ot' Dencf i t s . 'I'iu co:.i,'aiy rc;itcir-

t ion index takes a l l of a p o l i c y ' s IK'IU ih t s i!ito ticccuiit, t.ncrcas looKing .iL

piemi.'itums alone does not . l<e!iie,.iuei , .i.-eM-li, t i n t tne ac tua l .uiHJiu.t oi a 

j i a r t i c i p a t i n g p o l i c y ' s f-aturc dividends is tu iccr ta in . If ;.':ic.t: u icer t : i in ty

d o e s n ' t -vvorry you, ciioose a pol icy witii a low c c tp-inv ("cntcntion index,

r ega rd l e s s of wiietlier tna t pol icy pays dividenc:..- or tiot.

2J ; \on-pa r t i c ipa t ing j io i i c i c s genera l ly nave, .aid siiouId nave, lower

premimuiis tiian p a r t i c i p a t i n g p o l i c i e s bec.iusc tiiey d o n ' t pay divideiuu-.

nowever, t i iere are ;uany non-par t i c qiat ing p o l i c i e s on today ' s market witi.

:ii^!ier prem.i:;iu-;is tiian tiicse of p a r t i c i p a t i n g j ^o l i c i c s . .\vojd al i sucii

n o n - p a r t i c i p a t i n g p o l i c i e s tliat \-ou may come a c r o s s .
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1 '^

Pl /, • DT iVI.ii • 

. \ f ter you've decide'I wi,.it type of [viiiev b. • 

\-ot:r next stej) is to decide whic'i C'~::i'i:jiv t-: buv ••jiat noi

The num.crous l i f e ;i.sur-inv;e comr..i:i:es '.-r'erit mg m tne Jn; tea i t . i t e s

dift"er g rea t ly i:i t h e i r fin.ariciaJ stren::tii ind in tiic r e l a t i v e cost c:

t h e i r p o l i c i e s . I de a l l y , your go-il should be to Suy a low-cost ticlicv

from a comp:inv of s o l i d f inancial i : i t eg r i ty .

Die Alfred }•'. Best Company, a leading S',^urce of fitianci 'il infor-

m.ation about insurani; • cci:ipanies, ra tes t h e i r fin.'uicuil s t r eng th in aa

annual pub l i ca t ion cal Pec Bes t ' s Life Insuriu'ce Reru - t s . Maiv publ ic

l i b n i r i e s have i t . Bes t ' s ai ialv:es tlic maiage:'.'.-nt, o p e m t i c n s , and

investments of most ac t ive cc.m.panics and tiien gives eacii co.i-nany an

ove ra l l "Pclicyiiolder Rating" of A+, A, B+, 'c. P-^, e r C. To i)e reau.-i-

:inlv c e r t a i n you ' re deal ing witii a f inancia lpi ' soiJid coim-iany, make s-ar.

the company received a Pol icyiiclder Rating of ".v-*-" c r "A" in tiie late^^T

e d i t i o n of B e s t ' s .

. \ f ter you've foiaid cc.TipanieS -witii s t r c K f i n a i c i a l ' 'a t^ngs, vour

next s t ep i s to loca te a group of r e l a t i v e l y Icw-cost p o l i c i e s . Den't

be l u l l e d in to tliinking tiiat twc p o l i c i e s with the same premiums "cost '

tiie s;ime amouit. Usually tiiey d o n ' t . Prcml'ums only measure -.vhat you

pay in for a po l i cy , lliey don ' t .measure tiie benef i t s ycu get back.

Fhose b e n e f i t s , which may include cash values lUid dividends as well

as death p r o t e c t i o n , often vary by large ar,o'ints .-im.ong p o l i c i e s wlidi

s i m i l a r preniuns issued by d i f f e r e n t companies.
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ihe bes t wa. " : of s i i:u lai- pi

it each po l i cy ' s y-'i''!'''ii;i_i<^:;lytl,tP£i_ Ln,l-\y.. :hP- i'i:

:'iucii of the premiui.is '.•,:u p.iid : " • •• ' •

"; ! .'̂  cou

1',

you can expect trie cO'iipai.y t,. .-.e..-;i U r i t s C'wn . vi;,,<a..,-, .mj p n i f i t s

ratt ier tiian re turn pi \'cu in tiic' P-rm cf poiii- .-.:. ;- . :r-

mg a group of s i m i l a r p o l i c i e s , tiio'-e policiv^-^ •-'."'• .. '^c-_ ... :ii:..-

r e t en t ion index w i l l aJino>t alw:i>s ;•.- tiie l e t t e r !v.vs. Phis i .;

because tlie comr'.'Uiies i.;suin'g tlv^se policit..- ; I.'in to :,ee[i P.

V'jur mone\' for tlie;::sel\es Jian tl.e co!ri\inie;- .' . • . . . .

i.igh ccm.panv r . t en t ion iridex. S:"all di l'fercnc,es in tiie ci-m:-:t;iy re-

t en t ion index of siinil.-.r p o l i c i e s should, liowevet , l̂ e ignored. [ ie'.'t

tile bes t way to vse the comnanv rc te t i t i cn index i •- to spot i>.)li^:.,

til It are aliove average in cos t , i.tuch vou can tiien -.'l ir.inatc- lro:a

furt i ier cons iciei-at icn. 'liiis w-i 11 leave vcu witli a fev: r e l a t i v e l y

low-cost p o l i c i e s issued by idncuicially so l id cGmp.-L;iies '.'rmn -.•.-hich,

;e make vour f inal clioice.

Pl'̂ TiMI.'iR: BP SURE TO Si!0!̂  CARhlULI.Y

BEFORP 3U '̂IXd PliE IXS1JII\:-.LE A\U

AL.V.XYS LOCK FOR .\ POLlLT IVnii A LO'.','

(•o>ap\:Tf RHTEXT:O\ INDEX.

1978 AP Consumer Accessing and Use of Information Jacoby BonkNote 124p 84 of 124



APPCNniX B 
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P o l i c y B: Year ly Payments and lienef i t s

P o l i c y - ;\iiiount
P o i i c y h o l d e r '-S Ye.irly Payab le on Cas a I l l u s t r . i t z ed
Year Age Premium Death Value (Sav ings ) Div idends

( l i (2^ '3 ) (4) rs^ (Z. , 

1 35 $238.20 $10,000 0 0

2 36 238.20 10,000 $134.90 $21.90

3 37 238.20 10,000 309.80 2 8.10

4 38 238.20 10,000 487.70 34.50

5 39 238.20 10,000 668.30 40.80

6 40 238.20 10,000 851.50 47.30

7 41 233 .20 10,ono 1,037 .00 53.80

8 42 238.20 10,000 1,224.90 60.30

9 43 238.20 10,000 1,415.10 66.90

10 44 238.20 10 ,000 1,607.60 73.50

11 45 238.20 10,000 1,802.20 79.90

12 46 238 .20 10 ,000 1 ,993 .80 86.30

13 47 238.20 10.000 2 , 1 9 7 . 2 0 92.80

14 48 238.20 10 ,000 2 , 3 9 7 . 2 0 99.30

15 49 238 .20 10 ,000 2 , 5 9 8 . 7 0 105.80

16 50 238.20 10,000 2 , 7 9 7 . 9 0 112.20

17 51 233 .20 10,000 2 , 9 9 7 . 9 0 118.70

18 52 238.20 10,000 3 ,198 .90 125.30

19 53 238.20 10,000 3 ,400 .50 131.80

20 54 238.20 10,000 3 ,602 .70 138.30

To gee an e x p l a n a t i o n of the terms used
above , asLc i n t e r v i e w e r fo r Fo lde r y-
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Policy 3: '•'earlv Cost of Protection and Rate of Keturn on Savings

Year ly P r i c e of Year ly Rate
P o l i c y Amount Payable Cash Value Amount of I n s u r a n c e P r o t e c t i o n of R e t u m

Year on Death (Sav ings ) P r o t e c t i o n (per $1,000) on Savings
(1) (2) (3) (4) (5) (6,1

1 $10,000 0 $10 ,000 .00 $25 .01 ; ; ega t i ve

2 10,000 $134.90 9 ,365 .10 9.46 Nega t ive

3 10,000 309.80 9 , 6 9 0 . 2 0 5.56 3.71%

4 10,000 437.70 9 , 5 1 2 . 3 0 5.59 4.375.'

5 10,000 668.30 9 , 3 3 1 . 7 0 5.69 4.63%

6 10,000 351.50 9 , 1 4 8 . 5 0 5.79 4.83%

7 10,000 1,037.00 8 ,963 .00 5.96 4.95%

8 10,000 1,224.90 8 ,775 .10 6 .13 5.07%

9 10,000 1,415.10 8 , 5 3 4 . 9 0 6 .33 5.18%

10 10,000 1,607.60 8 ,392 .40 6.54 5.29%

11 10,000 1,302.20 S ,197 .30 6 .83 5.37%

12 10,000 1,998.80 8 , 0 0 1 . 2 0 7.16 5.43%

13 10,000 2 , 1 9 7 . 2 0 7 ,802 .30 7.54 5.47%

14 10,000 2 , 3 9 7 . 2 0 7 ,602 .30 7.98 5.50%

15 10,000 2 , 5 9 8 . 7 0 7 ,401 .30 8.47 5.51%

16 10,000 2 , 7 9 7 . 9 0 7 ,202 .10 9.52 5.36%

17 10,000 2 , 9 9 7 . 9 0 7 , 0 0 2 . 1 0 10 .18 5.33%

13 10,000 3 ,198 .90 6 , 8 0 1 . 1 0 10 .84 5.34%

19 10,000 3 ,400 .50 6 , 5 9 9 . 5 0 11.62 5.35%

20 10,000 3 ,602 .70 6,39 7.30 12.44 5.34%

To get an explanation of che terms used
above, ask interviewer for Folder Z-
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Policy C: Yearly Pavments and Benefits

Policy- Amount
Policy holder's Yearly Payable on Cash Illustrated
Year Age Premium Death Value (Savings) Dividends

a) (2) (3) ^4) C5) ''•<;)

1 35 $198.50 $10,000 0 0

2 36 198.50 10,000 0 0

3 37 193.50 10,000 $150.00 0

4 38 193.50 10,000 320.00 0

5 39 198.50 10,000 430.00 0

6 40 198.50 10,000 650.00 0

7 •+1 198.50 10,000 320.00 0

S 42 198.50 10.000 990.00 0

9 43 193.50 10,000 1,170.00 0

10 44 198.50 10,000 1,350.00 0

11 45 198.50 10,000 1,530.00 0

12 46 198.50 10,000 1,710.00 0

13 47 198.50 10,000 1,900.00 0

14 48 198.50 10,000 2,090.00 0

13 49 193.50 10,000 2,230.00 0

16 50 198.50 10,000 2,470,00 0

17 51 198.50 10,000 2,660.00 0

18 52 198.50 10,000 2,860.00 0

19 53 193.50 10,000 3,050.00 0

20 54 193.50 10,000 3,250.00 0

To get an explanation of the terms used
abovii, ask interviewer for Folder Y • 
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Policy C: Ye.-irly Cost of Protection and Rate of Return on Savings

Yearly P r i c e of Yearly Rate
P o l i c y Amount Payable Cash Value Amount of I n s u r a n c e P r o t e c t i o n of R e t u m

Year on Death (Sav ings ) P r o t e c t i o n (pe r $1,000) on Savings
(1) (2) (3) (4) (5) (6)

1 $10,000 0 $10,000 $20.84 N'egative

2 10,000 0 10,000 20 .84 Nega t ive .

3 10,000 $150 9,850 5 .93 0.68%

4 10,000 320 9,680 4 .74 6.35%

5 10,000 480 9,520 6 .76 2.49%

6 10,000 650 9,350 6.67 3.56%

7 10,000 820 9,180 7.72 3.02%

8 10,000 990 9,010 3 . 3 1 2.71%

9 10,000 1,170 8,830 8.32 3.36%

10 10,000 1,350 8,650 10 .05 3.14%

11 10,000 1,530 8,470 11.32 3.00%

12 10,000 1,710 8,290 12.65 2.89%

13 10,000 1,900 8,100 12 .83 3.33%

14 10,000 2,090 7,910 14.34 3.21%

15 10,000 2 ,230 7,720 15.92 3.09%

16 10,000 2 ,470 7,5 30 17 .58 2.98%

17 10,000 2 ,660 7,340 19 .33 2.88%

IS 10,000 2,860 7,140 19.80 3.16%

19 10,000 3,050 6,950 23 .22 2.77%

20 10,000 3,250 6,750 23 .84 3.04%

To get an explanation of the terms used
above, ask interviewer for Folder z • 
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Policy E: Yearly Payments and Benefits
1 •'•

Policy- Amount
Policy holder's Yearly Payable on Cash Illustrated
Year Age Preraiura Death Value (Savings) Dividends
(1) (2) ' 3 . '• 4 •) (5 ' •'6 1 

1 35 $191.00 $10,000 ' 0 0

2 36 191.00 10,000 0 0

3 37 191.00 10,000 $170.00 0

4 38 191.00 10,000 330.00 0

5 39 191.00 10,000 500.00 0

6 40 191.00 10,000 6 70.00 0

-7
1 41 191.00 10,000 850.00 0

3 42 191.00 10,000 1,020.00 0

9 43 191.00 10,000 1,200.00 0

10 44 191.00 10,000 1,390.00 0

11 45 191.00 10,000 1,570.00 0

12 46 191.00 10,000 1,760.00 0

13 47 191.00 10,000 1,950.00 0

14 48 191.00 10,000 2,150.00 0

15 49 191.00 10,000 2,340.00 0

16 50 191.00 10,000 2,540.00 0

17 51 191.00 10,000 2,740.00 0

13 52 191.00 10,000 2,940.00 0

19 53 191.00 10,000 3,140.00 0

20 54 191.00 10,000 3,350.00 0

To get an explanation of t'ne terms used
above, ask interviewer for Folder y-
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Policy E: Yearly Cost of Protection and Rate of Return on Savings

Year ly P r i c e of Yearly Rate
Policy .Amount Payab le Cash Value Amount of I n s u r a n c e P r o t e c t i o n of R e t u m

Year on Death (Sav ings ) P r o t e c t i o n (per $1,000) on Savings

n) (2) (3^ (4) ' ^5) ( b )

1 $10,000 0 $10,000 $20.05 Nega t ive

2 10,000 0 10,000 20 .05 "lega t i v e

3 10,000 $170 9,830 3.10 15.04%

4 10,000 330 9,6 70 5.07 5.42%

5 10,000 500 9,500 4 .95 5.32%

6 10,000 670 9,330 5.95 4.56%

7 10,000 850 9,150 5.90 4.99%

3 10,000 1,020 8,980 8.13 3.36%

9 10,000 1,200 3,800 3.12 3.90%

10 10,000 1,390 8,610 8.19 4.32%

11 10,000 1,570 8,430 10 .68 3.39%

12 10,000 1,760 8,240 10.80 3.31%

13 10,000 1,950 8,050 12.24 3.62%

14 10,000 2,150 7,850 12 .48 3.93%

15 10,000 2,340 7,660 15 .40 3.32%

16 10,000 2 ,540 7,460 15.75 3.58%

17 10,000 2,740 7,260 17.56 3.42%

IS 10,000 2,940 7,060 19.48 3.31%

19 10,000 3,140 6,860 21 .50 3.23%

20 10,000 3,350 6,650 22 .18 3.45 % 

To get an explanation of the terms used
above, ask interviewer for Folder Z.
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Policy G: Yearl"/ Pa-,-ments and Benefits

Policy
Year
(1)

Policy-
holder's

1 ( 1 )
Yearly
Premium

(' 3 i 

Amount
Payable on
Death

i' .'.1)

Cash
Value (Savings)

Illus:rated
Dividends

]_ 35 $68.20 $10,000 0 $4.00

7 36 63.20 10,000 0 5.20

3
1 •̂'' 68.20 10,000 0 6.00

4 38 63.20 10,000 0 6.80

5 39 63.20 10,000 0 8.00

6 40 84.20 10,000 0 6.40

7 41 84.20 10,000 0 8.00

3 42 34.20 10,000 0 9.20

9 43 84.20 10,000 0 10.40

10 44 84.20 10,000 0 11.60

11 45 110.60 10,000 0 8.40

12 46 110.60 10,000 0 10.40

13 47 110.60 10,000 0 12.40

14 48 110.60 10,000 0 14.00

15 49 110.60 10,000 0 16.00

16 50 153.80 10,000 0 11.60

17 51 15 3.30 10,000 0 14.40

18 52 133.80 10,000 0 16.80

19 53 15 3.80 10,000 0 19.60

20 54 15 3.80 10,000 0 22.40

To get an explanation of the terms used
above, ask interviewer for Folder Y.
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Policy G: Yearly Cost of Protection and Rate of Return on Savings

Policy
Year
a)

Amount Payab le
on Death

(2)

Cash Value
(Sav ings )

(-3>

.i^mount of I n s u r a n c e
P r o t e c t i o n

f4)

Year ly P r i c e of
P r o t e c t i o n

(oer $1,000)
(5^

Year ly Rate
of R e t u m
on Savings

('6"")

1 $10 ,000 0 $10,000 $6.82 N/A

2 10,000 0 10,000 6.42 N/A

3 10 ,000 0 10,000 6.30 N/A

4 10,000 0 10,000 6.22 N/A

5 10,000 0 10,000 6.14 N/A

6 10,000 0 10,000 7.62 N/A

7 10,000 0 10,000 7.73 N/A

8 10,000 0 10,000 7.62 N/A

9 10,000 0 10,000 7.50 N/A

10 10,000 0 10,000 7.38 N/A

11 10,000 0 10,000 9.90 N/A

12 10,000 0 10,000 10.22 N/A

13 10,000 0 10,000 10.02 N/A

14 10,000 0 10,000 9.02 N/A

15 10,000 0 10,000 9.66 N/A

16 10,000 0 10,000 13.78 N/A

17 10,000 0 10,000 14.22 N/A

18 10,000 0 10,000 13.94 N/A

19 10 ,000 0 10,000 13.70 N/A

20 10,000 0 10,000 13.42 N/A

To get an explanation of the terms used
above, ask interviewer for Folder z.
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Read to all Wov.r. :-; .A -' '"nw S . J ' ' I ^ U r ' -̂  •̂ ' .'v/.f"-v->

Uur research pro:o-.:t was criginall^'' planned to include

s.frn only. It •..'c- after ail forms had been printed that th« decision

was m. -ie to int̂i--.-!..-.u* women a'lso. As a resu.lt, various forms and

instructions '̂ i.11 £ik you to assume you are a male -A-ho is 35 years

old Because a .'.arje numbar of -orrecti^'ns would have to be nade,

wc would like yc--. -.o inse^-: rhe phrase ..'ment.i lly) : "Assune you are

a fc;.-.ale 37 ye jr.̂; ̂ ).d." w::enover ycu re:id the phrase, " assume you

are a male 35 •t-;':? olti," :hrough^ut the int-erview. It Ls import-

.-•it that '.CU i-'-r;cmber the ace 37 -.-ears -̂ nd n.it 35. Ihank You.
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FTC Information Accessing Study -- Interviewer Schedule

Hello. My name is . You must be (Are you . . . ?)

Won't you please have a seat here.

In order to fami l iar ize you with what we w i l l be doing here today,

le t me t e l l you what our project is a l l about. We are conducting a study

for the Federal Trade Commission. They are developing new regulations to

help consumers make more informed choices when i t comes to buying l i f e

insurance. But before the FTC proposes these regulations, they'd l ike to

have a better idea of jus t how consumers go about making such purchase

decisions.

And that 's where we come i n . Purdue University has been asked to

do this research for the government and several hundred people from

the Lafayette area w i l l be par t ic ipat ing in this study. As we told you

over the phone, you w i l l receive^10.00 for giving us approximately an

hour of your time. I also want to re-emphasize the fact that we are not

se l l ing l i f e insurancel We are doing research only for Purdue University

and the U.S. Government.

Basical ly, we're going to ask you to do a few di f ferent things.

We're going to s tar t by asking you to make-believe you are about to buy

some l i f e insurance on yourself . For the purposes of th is experiment,
( 3 V •̂ '•/

assume you are 35 years old and have decided to buy $10,000 worth of l i f e

insurance. Your job w i l l be to (decide on/choose) one of 3 d i f ferent

l i f e insurance po l i c ies . After you reach your decision, we're going to

ask you some questions about how you made your decision, and about l i f e

Insurance in general.

Do you have any questions about anything I've said so far?
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O.K., then let me describe the decision task further.' As you know,

life insurance is a comple.x subject. There are lots of different things

a person can try to find out about a life insurance policy before he

makes a purchase decision. We've tried to identify the types of information

that people might want to know before buying. Some of this information

may be important to you; some may not. Some people want much of this

information; others wery little. Here is a list of the major types of

information. The information on the list is supposed to be completely

self-explanatory. Since it might influence you later, I'm not supposed

to answer any questions about this list of information at this time.

However, you may have folder X, if you want more information about 12,

on the list. Please take a few minutes to look the list over.

/

Pause u n t i l respondent is f i n i shed look ing over the l i s t .
y \ 

As you know, in the real w o r l d , d i f f e r e n t insurance po l i c i es contain

l o t s of d i f f e r e n t i n f o r m a t i o n . Usua l ly , t h i s in format ion is presented

in d i f f e r e n t places (on the p o l i c y ) and in d i f f e r e n t ways. We've t r i e d

to use the d isp lay board behind you to s i m p l i f y t h i n g s . Let 's go to the

board now and I ' l l exp la in how you can use i t to help you make your

d e c i s i o n .

As you can see, the board contains three columns o f cards and a 

column o f labe ls at the l e f t . Each o f the columns stands fo r a 

di f f e ren t insurance p o l i c y , and each o f the rows stands fo r a 

d i f f e r e n t type o f in fo rmat ion about the p o l i c i e s . The labels at

the l e f t are exac t l y the same as on the l i s t I j u s t showed you at the

t a b l e . Using t h i s arrangement, i t ' s easy and fas t for you to locate
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any kind of information that you want. For example, if you wanted

to know how much you had to pay to buy Policy B, you would simply pick

out the appropriate card, turn the card over, and read the information

printed on the back. After you have looked at and read this informah

tion, place the card in this storage tray. Then, if you wish, you may

take another card from the board about the same policy, or about a 

different policy entirely. That is, you can look at as much or as

little information as you like, in any order that you want, and take

as much time as you want, before deciding on which policy to select. You

stop choosing cards from the board whenever you feel ready to decide

on a policy. At that point, just tell me which policy you'd like to

choose.

The basic rules for you to remember are that you may take only one

card at a time, and you must place that card in the storage tray before

taking another.

If you want to re-check a specific piece of information, don't

go back to the cards in the tray. Since the cards in each slot are

all the same, just take another card from the same slot on the board.

You may also jot down any notes or thoughts you have on this

pad. If your note is about a specific policy, please place it under

that policy number on the pad.

Remember, the information appearing on the cards is for real

policies and real companies, so try to make your decision here just

as if you were actually buying from a real life insurance agent.
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If respondent is injGroup 1 or J j , say, "O.K., any questions?";

i f no, "You may begin ."

If respondent is in one of the remaining grouos, read appropriate

additional paragraph below.

For Task A, group 2- 5' 8»

and jj[» 3dd : 

One last thing before you begin.

Here is some information on life

insurance put out by the National

Association of Insurance Comm-

issioners. The people who belong

to this organization are the

state officials empowered to

regulate the activities of in-

surance companies in each of the

50 states. We would like you to

read through this material before

you begin your decision task. Any

questions? O.K. You may begin.

For Task A, group 3. 4. 5. 9.

10, or 12, add:

One last thing before you begin. Here

is some information on life insurance

put out by the Federal Trade Comm-

ission. The FTC is a federal agency

that is responsible for protecting

consumers in the maricet place.

We would like you to read through

this material before you begin your

decision task. Any questions?

O.K. You may begin.

Begin timing the respondent when he first touches a card on the

board.

^
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O.K. Which policy did you decide on?

Hand the respondent the Question booklet and have him open to

page 1. Tell R to read instructions to himself.

1. Compared to the other 2 policies on the board, how certain Ire you

that the policy you chose was the best one for you?

(1) 9̂9 in 100 (practically certain it was the best one

for me)

(2) 9 in 10 (almost sure)

(3) 8 in 10 (very probable)

(4) 7 in 10 (probably)

(5) 6 in 10 (good possibility)

(6) 5 in 10 (fairly good possibility)

(7) 4 in 10 (fair possibility)

(8) 3 in 10 (some possibility)

(9) 2 in 10 (slight possibility)

(10) 1 in 10 i^^ery slight possibility)

(11) 1 in 100 (almost no chance it was the best one for me)
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p

Every life insurance policy offers you certain kinds of benefits.

Likewise, ewery policy costs a certain amount of money. Policies

differ in the amount of benefits you receive for the amount of

money you pay. Think about the benefits versus the costs of the

policy that you chose. From what you know about it, would you

say that the policy you decided on is a:

(1) very bad value

(2)

(3)

(4)

(5)

bad value

neither good nor bad value

good value, or a 

very good value for the money?

How hard or easy was i t fo r ycu to imagine tha t you were rea l l y

purchasing a l i f e insurance po l i cy? Would you say i t was:

(1)

(2)

(3)

(4)

(5)

extremely hard

moderately hard

neither hard nor easy

moderately easy, or

extremely easy for you to imagine that you were really

purchasing a life insurance policy.
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4. Do you think you made a purchase here very much like you would have

if you were actually buying life insurance? Did you make your

purchase here:

(1) exactly,

(2) very much,

(3) sort of like,

(4) only slightly like, or

(5) not at all like you would have if actually purchasing

life insurance?

5. In explaining the instructions about how to use the board to arrive at a 

purchase decision, how well did we make ourselves understood?

(1) not at all

(2) only slightly

(3) moderately well

(4) MQry wel 1 , or,

(5) extremely well?

5_ Compared to what you normally would do if you were buying a 1ife

insurance policy, did you feel any pressure to choose more

information here? Did you feel:

(1) an extreme amount of pressure to choose more information

here

(2) a great deal of pressure

(3) a moderate amount

(4) only a slight amount, or,

(5) no pressure at all?
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When making your decision at the display board, would you say you

were:

(1) not at all confused

( 2 )

(3 )

(4)

(5)

somewhat confused

moderately confused

very confused, o r ,

extremely confused?

Is there any k ind of in format ion that you would have l i k e d to

have had tha t was not on the board? ( I f " yes " ,

{Record response(s) in f u l l on coding sheet.

Of the in fo rmat ion tha t you d id take from the board, which do you feel

helped you the most i n making up your mind as to which po l i cy to choose?

(Permit the respondent to scan the l i s t o f dimensions. A f te r R gives

i n i t i a l response ( s ) , ask: "Any others?")

Record response(s) in f u l l on coding sheet.

10. Do you t h i n k we wanted you to use any p a r t i c u l a r k ind o f i n f o r -

mation from the board? ( I f " yes " , probe)

( 1 ) No

(2) Yes >"Which in fo rmat ion was t h i s ? "
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If Subject is in Group 1, 4, 7, or 10,/Go to Section II

ll . How well do you feel you understood the packet of information

(show the Education packet to the respondent) we gave to you to read

just before you began to search at the board? Did you understand:

(1)

(2)

(3)

(4)

(5)

all of i 

almost all

some

almost none, or,

none of it?

12. Do you think having this packet of information had any effect on

the way you made your decision?

(1)

(2)

No- Skip to Section II

Yes

l3. If you had not looked at this packet of information would you have

made your decision differently? Would the way you made your decision

have been;

( i : nol at al1 di fferent

(2)

(3)

(4)

(5)

s l i gh t l y d i f ferent

moderately different

very different, or,

extremely different because of this packet of information!
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10

14. Did you f i n d t h i s packet o f in format ion to be he lp fu l ? 

(1) No >| Skip to Section T T

(2) Yes

15. How helpful did you find this packet of information to be?

Was it:

(1) not at all

(2) only s l i g h t l y

(3) moderately

(4) ve ry , o r ,

(5) extremely he lp fu l?
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Study IB

Note to interviewer: Check the subject sheet before running to

determine yardstick and policy set order.

The next part of our study has a different focus than the first

portion. Earlier, we were interested in how consumers make insurance

purchase decisions; now we would like to find out -- is there a best

method for presenting cost disclosure information?

The Federal Trade Commission is interested in evaluating several

different designs for presenting such information. We will be giving

you five different sets of policies using these designs. Each set

will contain four different policies, and your job will be to tell us

which of the four policies has the lowest relative cost in each set.

Are there any questions?

I would like to emphasize that there is no time limit placed on

this task. You may take as little or as much time as you feel is

necessary to make a decision. Are you ready?

Make sure to check the subject sheet in order to make certain

the order of yardsticks and policy sets.

Here is Policy Set 1. Read the instructions, examine each of these four

policies and then tell me which one has the lowest relative cost.

Start stopwatch immediately upon presenting the first yardstick

After respondent has identified the policy having the lowest re-

lative cost, stOD stopwatch and continue:
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Now, would you please rank order the policies from highest to

lowest relative cost.

Go through the five sets in the order designated on the subject

sheet.

Post-Task Questions

1. Please rank order the designs from easiest to use (=1) to

hardest to use (=5).

2. Please rank order the designs from best looking (=1) to worst

looking (=5).

1978 AP Consumer Accessing and Use of Information Jacoby BonkNote 124p 111 of 124



3. Did any one of tne foui desicjr.s ruKf you feel more ce r ta in of

your deci s i c r?

no

yes > 

Hand respondent an example of each d isc losure design ( tha t i s , one

sheet from each of the f i . -3 s e t s ) .

4. I f you wanted cost d isc losure i n f o r m a t i o n , whicti design would be

your f i r s t choice? 1=

Of the remaining 4 des igns, whici^ would be your next p re fer red

choice? 2^

Cf the rei i iaining 3 des igns, which would be your next p re fer red

choice? 3=

Of the remaining 2 des igns, which would be your next p re fe r red

choice? 4=

In te r v i ewe r : Now we would l i k e you to complete t h i s survey by matching

these l i f e insurance terms to t h e i r appropr ia ts d e f i n i t i o n s (hand respon-

dent the matching t e s t ) . Scr.e of these terms you may recognize from t o -

day's i n t e r v i ew and some you z\ay not . For those terms which you do not

recognize, feel f ree to cneck the space in the column labeled "don ' t know".
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Do you have this insurance through a group plan at the place

where you work?

(1)

(2)

Yes

No

9. Oid you buy this insurance from an individual agent (agency)?

(1) Yes

(2) No

10. Did you buy this insurance through the mail?

(1) Yes

(2)

n

12

No

As best as you can remember, how much are you presently insured

for? That is, if you should die, how much money would your bene-

ficiaries receive?

$ (approximately)

(9) uncertain

Do you expect to buy any (more) life insurance during the next

fi ve years?

(1) Yes

(2) No

(9) Uncertain
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'̂lis las!" series --̂  i rje'. M .j'̂s i" lo i'c OSGJ for classification

Durpcses only, and t J i U bo k^pt strictly confidential.

,07 PE.AD ALTERNATIVE > "̂ OR A.'IY QUESTION

Record a^l answers on ^aqe 5 of 'Jodi-ig Sheet

13. What is your birthdate; that is, when ŵ r̂e /ou born?

19

(month)

(9 ; No r ' izzz-- ' -^- j I 

(day; 'year)

.'c.'.rit is the hi_fie^t. yra.-.-.. you co^iipl eted i; ; .sch-jol?

Fini'-:h.2d high ?ehc:J = IJ-. f i n i shed col lege -' 15, e t c .

15. Woulc you please t e l i a:& wiiat you ao for- a l i v i ng?

I Try to get s p e c i f i c dut ies i f D c s s i t l e l

; 6 . H'W ;nany peor/ie dV'e in you'- lou ieho ' ,d , tnat i s , the number of

people in your fami ly who are l i v i n g at your home?
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17. Hov/ :ii3ny ch i l d ren do yoL. have?

C^n y'""j t e l ^ ""-? .'-'"»^i'- '••ir''--?

I f i . AJ DeiC yCu Ciin reft-rioe'-, wnat -Adi y ju r luv.i i fdT.iiy income fur tne

year 197IF, before t axes ' Please j u s t give me the number for the

appropr ia te ra.ng.e.

(1) S 5,999 or less

(2) S 6,000 - $ 8,999

(3) $ 5,000 - $11,999

(4) $12,000 - S1J,999

(5) $15,000 - $17,999

(5) SI5,000 - S20,<3'J9

(7) $21,000 - $2 3,9:^9

(3) $24,COO - $29,999

(9) $30,000 or above

:59: Nc Rei jc rse
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.%ell, this is the end of our survey, '.-.'e thank you for your partici-

pation. We have certainly appreciated your help and cooperation. We

would l A e to arrange for you to get your check for $5.00. Just fill

•in your name and aa-aress " . e r e , and then sign here.

'oir;t to apprcp:-i ate '.nes in the '.••...}:nent R-^^eipt" binder

Your check will be mailed to you.

Finally, it would help us if you did not discuss any of the details

of this survey, or cr,e q-jestions we have asked you here today, with

anybody. Thanks again. Goodbye.

i
I

1978 AP Consumer Accessing and Use of Information Jacoby BonkNote 124p 116 of 124



r
[
[
[
r
•'XTc

APPENDIX D 

[

I
u

r

t ifcitiii^iri J l l Mt i i * fh iiia.iaalMih

1978 AP Consumer Accessing and Use of Information Jacoby BonkNote 124p 117 of 124



RANGE OF COSTS FOR POLICIES

SIMILAR TO THIS ONE

Policyholder's Age
at

Date of Purchase

20

25

30

35

40

45

50

55

Ranc
Company

Inde:<

le of
Retention
Numbers

$245 - $580

$283 - $633

$315 - $660

$346 - $721

$360 - $780

$384 - $847

$390 - $890

$440 - $1,000

f
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Respondent No

Test order # Desi gn Policy Set

1. Which of the policies has the lowest cost in terms of the company

retention index? . 

2. Rank order the policies from highest to lowest relative cost in

terms of the company retention index (1= highest, 4= lowest cost'

1 Highest cost

2

3

4 Lowest cost

Time
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