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Newspapers· 
by ~ ancestry-

WARNING: THE NATIONAL ASSOCIATION. OF LiFE ''l 
UNDERWRITERS HAS DETERMINED THAT THE FTC IS l 
~~~~F~~~~~!i~!J~!m~~.~~M!f~!~!.~~~~ cMtdlsc~su,eln ' 
life inturonc.e. The rePOrt contains mono; statements about cosh value life lnsuronce'whkh ore 81ther mlsleodlng, or bosed I 
on folM a nd controversial (!HUmotk>na, 0t both. To provide bolonc.ed informoUon. the fotlowlng replies to the i 
FTCt report and provktes much needed oddlOonal explonotlon. · f 

A RESPONSE TO THE nc 
• THl UPOIIT STATES thot ,ti. rot• of reh,"" coro1u,-,1 receiv. on ,ti. 

tov,ngs compoMnl of coffl ¥OIU. ln,uronce i. oh.-, .,.ry low <Qffl90r.-d with "'"'°' C<klkf be .a,Md by ploc.lrt9 the tovlngs componenl of co,h volu. life 
1n,.,.rorw:e In ot~ typH of Mvingt Of l--,tffl<9ftfs 

THE FACTS AA£ thot thlt OHumes o ~ Ute potky ton be seporated 
.,,,o o <Ol'l'lbl~t\oft ol swr• '"•uronce protKtlon ond o M90,o._ ,ovlngs 
lvnd This 11 o mls~lr,g and erron.ov. conc99f It prMumft that the cosh 
...oh,e In o who'- Ille ~Icy 11, the tome 01 a boM to"Ang1 occount 

U11Ul,e O IOVI~ O<COVnl, lhe co,h volue ol 0 ~ Ille polky moy be Ut• 
ed In oddlti-1 WOyl. 1vch ot IO pvrchoM e•,-nd,ed term or pold up hie In • 
1uronce beneflu, or ~ o relotiv.ly low toat policy loon Mo,_.,.,. lnc:ome 
to•" o,- not cu,rentty poyoble on ln1e,e,1 thot I• paid on the to•h vol1,19 

Furthet". ot death. Ille lrtturonc:e proc..ct. ton be ob10lned qukl,.ly 
w,tkout potting thr0U9h the HI0te of t+te lnsu,ed Other ln'lfl lment medk, 
do !IOI provWe ony ol t+leM features they do not provkfe, 1he-.., long ,.,m 
•nYfltment guoron•-• whkh ore Inherent in whoM h .. poiklff. l'l0f' con 
1t1e., guoron._ on +n,ured'• oblllty lo continue hb program of lom,ly protec:• 
uon by prcwkU"9 suc;h benef,fl ot wolvet' of pr9fflh,,m In the .-r,t of 
dt.oblllty Thfte ochoontog,H of (Olh volve life inll,lf'0nc:e or• nMntlolty Iv· 
"()fed by the nc Stoff In th.If 1101.-11 concer""'9 the low rote of ret l,lfn 
on the 10vlng1 component of cosh volue ln,uronc:e 

• lH[ IIEPO•T STA US thot con1umer1 earn 1 to 1 percent on their who-I• 
,le cosh volue polkin 

TH( FACTS ,._( thot 11 11 1lmply lncorr.ct 10 My tho! the eo,nlngs 
Hllfl'IOte for whOM Ille o, coth volue poik:Jet k 1 to 1 percent The nc Staff 
Monomlll who MOded their Ille ~turonc:e stlldy loter Stoled thot Iha 1 3 
percent l!vure ..,oted In the report repreMnll the return !hot oll 
POlocyhoUe,1 rec:iffO'ed in 19n So. It I not Just whoM life lnwronc:• 
POll<yholden h wo1 people who hod endowment ~k .. t. !hot ore much 
"'Ore sovtngs lnten.rv-e . to•colled limited poy Irle ond o lot ol ••otk things. 
coiled depoalt term WMn - toll,. obovt o return on o portku~r whole 
hie polky thot01 o different cokulotlon " Thi• 10rne etOl"Offllst _n, on to 
admit thot some wl'IM life poikleti ho-.. rolet o,! return ot h.gh o, 7 or I or 
•- 9 percent Thct FTC Stoff hot thctrelore conceded thot 11Kh on Oft 
91-vcite Industry f!vu•• hot no reol relevonc• !or the lnd1Yiduol purchoMr of 
1,le ,n,uronce 

In <oku~II~ 1 3 percent °' on lndustrywtde "'t• of retur" ·• the f-TC 
S10H hot uMd 11H.h o ml•ture of d,fferent products luved 01 different tl­
thot 1he l!vure It totolly meonlnglett lor ony portkulor bu.,..- Alto . the 
l'9ure onu- thot oll premklmt paid !or ordinory Ille lnsuronc• 90 el1he-r 
lor the COit of protec:tk>f\ or •OV1ne• the figure contemph>tet on 

:~:o=~or ~-•~.:'s=:,~.:, t!':;!:::, :;::::°~ :noP',J~~ ~~:i• 
1uronce tompontret 

• IHE FTC SlAFF 11(,of!T SAYS thot the cott of 1lm1lor l,le ln,uronce 
POik iet worlet wkle,ly 

IUT lHl FACTS AIU tho! the co1t1 ot 11m,lor hie lrtturon<.e polklet do 
not vory wkle,ly they do. however vory 01 muc:h ot the costl of slmlk,r 
outomotMle-1 bky,cln. ond ktwnrnowen vory 

One QI the moln rea.ana for the 'tOf'lont• In COIi of ~ II,. polk:iet b 
tho! the compoMtt In the Ille lnturonc:e morhtpkK• do not prodvc.• ldert 
tkol products A porfM>f'! of the dl1por1ty In prk" con be ••ploined by thit 
d,llerentloOon In product Im. ~ locton offe<ting vor,OtkH, In the cost 
ol 1,fe IM11ronce lrom company to compony ore dlffe,_, polky pro...+tw»nt 
polity loon ,,,.., .. t ,o,.. onticipoi.d div4dendl colh volue growth method 
ol premium poymert! ytetdt lrom compony tnvettrnentt. -'Olity •11 
Pf'tlence type of bv1lnes1 toMt •h• of compony overoee 11,e of polky 
sokl ~lty of held repr-eten!OIIYM odmtnlstn,tlve ond '°* ••pente• 
uN:tetw,.tH\9 uller,o hnondol 1tond•ng ond ,eputob+hty. _,ment 
pMosoptly. ond golm °' lo.Mt Incurred 

fvrthe,, -,,e<ifoc kl• IM~• mot\ett .,. ~ tiffl•* Al with oth.r 
mo,i..,, some por11 1vc>i 01 the lndu1t,10I in.uronc:• mort..et - ore 
horde, ,0 reoc.h !hon othe-r-1 Of ot '-•t cofl for Oltt.r.nt ond _.,..ti-, 

=.:.:r..::o:,rt...:: .. :~·df~'",;';z~·~= ~ 
WI h,rn prked d•lfer.,..Oy 

• IHI nc SlAIF SAYS tho! contu-- o,,.,.. ,«-tve O -" omovnt of 
P,Ofec:tlon ....,,.t ,,,-.-tvre 4e«h ....., ..... ,o the ,,.,,.lufflt ,otd fOf or 
d•nor, Nuronc.e 

- THE FACT IS thot rf ony person could know thot hct It going lo die within 
o .,.ar or even live .,eort, there k, no doubt tho! hit bM1 buy would be tome 
form of ~-<011 term lnM.oronc• Fortunotely. we ore no1 given this kind of 
foresight . ond therefore - rnusl pion - ond hope - for ~lty The nc 
Stoff woukt p,ef., to hove ~ buy term Insurance ond irwetl Mporo,.ty 
the dlff.,ence belw9etl the preinlum tor the .. rm lnsurorc• ond the 
~mlurn W the 10rne 0mtM.tnf of cash volue ln•uronce. on thct thec:,,y thot ii 
the Insured ahollkt dle during the term per-lod the benefklory wlll not only 
hove the ln111ronc:e proceeds but also whotever omovnt ho1 been oc• 
cumuloted In the M90rote J~tme,,t lund. 

Thi• odvke inoy prove ••c:ellenl In tome coM•. how.Yer. It con pro,,. 
dlt01trov1 for the person who elthet" o ) ltve, beyond the period of their term 
IMuronc:e (most term l1W11ronce •11pl,., ot o cer-toln oge) ond ho1 no In• 
wronc:e of oll when tw dlet. Of b) lives to long that the premiu~ tor the 
term inturonce (they increaM with oge) grow to hlQh !hot he co,, no longer 
afford them ond hi lhU'I Ion~ to lopM hit lr,suronce. Curiously enough, 
while - go,,-ern,-nt agency - the Fl( - Memt to be ur9'ng people to 
buy lerm Nuronce tMoc.ouM If it thctop-,. onother government ogenc:y -
the Yete,-or,s Admlni1tratlon - hos rec:ognlred the donve, Jnhe,.,-,f In 
over rellonc:• on term ln•uronce. ond c,cM.., vet..-om WI YA Pomphlet 29. 
7'>-1 (Moy 1976) thot lhe effect on our term ~kyholde,• of the steep In­
surance p,.mk,m lncreoMI reqult-ed ot the olct.r oges hot ti..n of great 
concern to both the YeteroM Adminittrotlon ond the Cong,Ms. N 

The YA IO'fl. -Since t9CI. the mojorlty of OUt" term ~kyhold.rt hove 
gone through 1111 terms of renewal whkh hove lnc:reawd their premiums 
tubttontlolly At each renewal period. we hove suggested tho! c:on11dero 
lion be g iven to converting th.Ir lnturorce to one of the pern'IOnent plor,s of 
IMuronc• suc:h OS thct Ot-dlnory life. 20 poym.,,, life or 30.poymem LIi• 
pk,ns." 

Thct YA goes on to 10y thot, Ntn addition to oler1lng our pdic:yhoklen of 
the lnc:reoMd COIi of continuing the lnt!Jf"1fflCe on the term pion ol each 
renewal period, we hove olto mode MYerOI mo» moUlng, of li ten:i tur• 
obovt the od;:o"'°9" of t-11ng loo permanent~ of lrtturonce .• The 
YA I ~tlonl 0,. directed ~ ol go,,,ernment provided term ln-
1uronce, bu1 would oppty lo the forms of term lnsuronc• odvoc:oted by the 
ncs1offo1~1 

• THE FTC SlAFF lllf'Otll AlSO SAYS thol 
I Consumen o,. unlnkwmed obovt Ille insuronc:• 
1 ContlH'nef"I ore 11nobk lo ....o+uote tost 
3 Moll (Ot'!IUrneN do not tompore polkiet for COIi 
- IUf fHl FACT tS !hat the nc hot conducted two wporot• su,..,..,. of ,tt 

own. with miH.h for,fore, ond ot great ••penM to the to11poyett on thctw 
.....,., q,ue,t~ One of theM wot c~ 01 Purdue Unhoerslty to dete, 
mine what lfflormoOon cont!Jt'Mf"I IIM ,n mol,.lng lrf• lnturonc• purchoM 
ded1iont orwl howvorlou• COIi dlwlotur. moterlols he~ theffl. The Fl( ol,o 
retolned o p,ofetsor of the University of Wlwontln to ~ Ille tnsuronce 
lluy,e,1 +n New JerMy rego,dlng thelt- recent puN:hoMI of Ille tnslll"Once 

The llrtt sfucty. whkh tot! the to•poy,er IISS 000. c.onch.ded tho! ·cort-­
~ ••poaed to ony one of the 1111 dtffer-ent dlwto.vl-e •y1tem, uMd in 

t+tl1 1nv>e11'9otk>n _,.. by ond loro,t obi• to moke good punhoM d.d 
wons fteferenc.e to the rflUlt1 of thl1 reMOrc:h wos confined too tootnote 
1n1hctfTCStoffr-,,ortond0-'ll<HnfflOf'YburledlnAppendl•UC 

The other St.lf"V'ey Int~ 194 buptt In Hew JerMy ond only 3 I per 
,..,, hod ony dluollsfocOon with Iha life Ins"'- poftey they p!Jf"ChoMd 
On the other hond. 13 3 percent were 10flsfled of which number 15 6 per 
cent told they - e11tremety totlthed ond 41.7 pen:.,..t 101d !My_.. 
.....,., 10tlsfi.d 

f111thermore IO I pen:et"tt mointo,ned tho! the soles ,,_.,,IOlkH\ mode 
by the agent wot ~ tonfvslng 14 .5 pen:ent to.d the tole-I per1>on wo1 not 
o09'"•M 71 9 pertet"tf dolmed thot the tole-t penon dkl not uro,t them to 
moke o dec:I,_.. lf'I o short pet~ of tune ond 14 S pen:.,,, 01....-ted thot 
they would contoc:1 the torne pen.on If they ~,ed mor-. ltl-e +nturonc:• 

o.-on. the nc spor,-.ct ..--ch lndic:ot" qutte ,._,.,, thot peop'-1 
""°"-• good purchoM dec:.11'°"' ond ore .ott•fted with l'heu punhoMt ond 
thctopnhwit+i~theydeol 

In the foc:e of lhreM controdkttom by ~ own ,tvdoet. one m~ 
_., why the flC Stoff ln,111, onouvmlrot o 1tf •ottt.r role fo, the c:on 
,_ Mp«IOlty ,non oreo trod,tlonoKy r~ by the ,to,., ond not by 
the fed,.,ot ~ivnent one in;,ht olto wonder ......, the FTC ...,,,, to be 
~'"9 ettrott purp,Met ..,.t+i htghly ,.tpec-Nd ~ ogenc191 tvc:h 
ft thct y~ Adrn.ni•tfot_, 
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