
Insurance and the Human Mind 

The human mind is capable of amazing feats of logic, but it also has a 

spectacular ability to rationalize almost any kind of illogical decision or 

action. 

People readily buy insurance on their home, either because their lender 

requires it or they know their home would be impossible to replace 

without an insurance benefit.  Very logical. 

The same thing applies to car insurance.  We get liability coverage 

because the law requires it and we get collision coverage because, well, 

a car is a big item to replace without insurance money.  Again, very 

logical. 

So then, why are most people so hesitant to insure themselves?  No 

matter if it's life insurance, disability insurance, or long term care 

insurance -- we just don't want to talk about it.  Very illogical.  Sure, the 

idea that "this is going to be expensive", is a big factor, but aren't you 

and your ability to earn an income worth more than a house?  Or even 

a very expensive car? 

Ask the average working person if his/her family would be okay 

financially if they were to die today and, if they're honest, most of them 

would have to say "no".  However, if you ask them how much they 

would be willing to pay every month in order to change their answer to 

"yes" and most people will find that question difficult to answer.  Why?  

Because they haven't really thought deeply about it.  Very illogical. 

Well, let's change that -- right now.   

Let's consider a hypothetical case of a family of four.  Sam and Betty are 

both age 30 and they both work and have two kids.  Sam earns $60,000 



annually and Betty works part-time earning $30,000.  They have two 

cars and the car insurance runs $1,500 per year.  Their homeowner's 

policy costs them $800 per year.  Let's start with the assumption that 

they want life insurance to replace the lost income of the deceased 

partner for a period of 10 years.  So we need $600K of insurance on 

Sam and $300K on Betty.  Let's further assume that they only need the 

coverage for 20 years, assuming that the kids would be out of the nest 

by that time.  Such a program wouldn't put the surviving spouse on 

"easy street", but would enable them to make a gradual transition to a 

new lifestyle. 

Some people are lucky enough to have group term life insurance 

through their place of employment, but such coverage is usually not 

sufficient and is not portable -- so it may be lost if you change jobs.  So, 

for discussion purposes, let's assume that Sam and Betty don't have 

group term insurance and decide to buy personal life insurance policies. 

Assuming they are both non-smokers and reasonably healthy, Sam's 

insurance would run about $340 annually and Betty's would be about 

$170 per year -- a little over $500 for both policies -- a fraction of what 

they spend insuring their house and cars.  In fact, it amounts to only 

$1.37 per day.  So, honestly, why wouldn't you do that?  Very logical.  

No rationalizing required. 

If you're ready to take action, give me a call.  I can help you figure out 

how much insurance you really need, taking into consideration any 

other insurance or Social Security survivor benefits that may be 

available.  Peace of mind for less than $2 per day.  Very logical.  You can 

reach me at 928-642-0867. 

 


