
Supporting Quotes from recognized life insurance industry leaders, including Professor Belth, who has been the most ardent voice for industry reform for the past 50 
years. At its 2012 conference, the American Council on Consumer Interests should honor Joe Belth, Professor Emeritus, Indiana University. 

“I’ll respond briefly to the suggestion that we use focus groups to get the consumer point of view.  We did consider that early 

on in our work and rejected it for a couple of reasons.  One was the time constraints we were under and the cost of doing focus 

groups.  But probably the most important reason is that if you get 15 people in a room who are recent purchasers of life insurance 

and then spend an hour or two dissecting the sales process and the use of their illustrations in that sales process, you’re likely to 

have 13 people coming out slightly or greatly disillusioned over what they just did.  We found that our field force and our marketing 

department didn’t like that idea at all.  So if somebody could think of a way to get to the consumer without causing real problems 

among recent buyers, who are our most fragile customers, we would like to hear it.” Senior Actuary, Industry Leading Life Insurer, Public Statement. 

The Life insurance indusTry is BuiLT on frauduLenT PracTices.
These Age-Old Problems Cost Consumers Billions of Dollars Year After Year.

The Solution is Disclosure; It Is Available Now. By Simply Publicizing It, YOU Make It EFFECTIVE!
The costs and operations of cash-value policies such as whole life have never been 
properly disclosed. Life insurance sales literature consists of fanciful illustrations 
that do not provide a basis for decision-making. 
Agents routinely make many misleading and/or fraudulent material statements. 
Consumers, even “authorities,” have little ability to detect misrepresentations. 
Recall Plato’s caveat: “Everything that deceives can be said to enchant.”   
No other consumer financial products provide comparable rewards for 
misrepresentations, nor have a marketplace where the pervasiveness of 
misinformation is as extensive. New agents are recruited by the thousands each 
year with enticing recruitment pitches built on compensation unobtainable if 
products were properly disclosed. Poorly trained and supervised, more than 4 out 
of 5 recruits within a few years fail, although not before wreaking much financial 
havoc. Those who “succeed” though, give proof to Upton Sinclair’s adage, “It is 
difficult to get a man to understand something when his job depends on not 
understanding it.”  
The problems span all of the industry’s main products. Annuities’ “living 
benefits” typically are grossly misrepresented by agents who make patently 
incorrect miscalculations of their rates of return. The NAIC’s new 2011 Annuity 
Disclosure regulations will do little, if anything, to solve these problems. Long-
term care insurance, in theory, is an attractive product. But, in reality, it is 
currently unfair, inadequately-disclosed, and improperly-structured. (Don’t tell 
the AARP, though.) And don’t tell any policyholders the actuarial value of LTCI 
premiums paid out in claims!

The NAIC mandates use of illustrations’ interest-adjusted (IA) indices as policy 
comparison metrics. These indices, however, are inherently defective; an NAIC 
task force declared such 30 years ago and recommended change. Actuaries joined 
the call. Rather than ever beginning to fulfill its responsibility, the NAIC ignores 
the problem. It has actually eliminated meaningful policy performance data. The 
NAIC and its state affiliates make the SEC look like a regulatory god!
The comparative economic advantages of cash-value policies arise from 
their tax privileges. Tax privileges are free, non-proprietary inputs. In a 
competitive market, firms cannot charge for, cannot extract value for, 
free, non-proprietary inputs. The industry has waged all-out war against 
disclosure because disclosure destroys its fraudulent practices, which it 
apparently thinks it cannot live without. I disagree on multiple counts 
for multiple reasons. 
Disclosure does not require the industry’s or its regulators’ approval. 
Publicizing effective disclosure transforms the age-old dysfunctional 
life insurance industry. This marketplace will finally have to function 
according to the rules of genuine economic competition, thereby 
producing genuine competition’s myriad benefits for consumers (value, 
usage, safety, intangibles, etc.) and for society via improved resource 
allocation. Contribute to the accomplishment by participating in 
publicizing disclosure, and share in America’s celebration upon  
achieving this long overdue, vital progress.  

“The life insurance market is characterized not only by 
an absence of reliable price information, but also by the 
presence of deceptive price information. In my opinion, 
Mr. Chairman, the deceptive sales practices found in 
the life insurance industry constitute a national scandal.”
 Belth

“The conduct of the life insurance industry with regard 
to its sales and marketing practices has been inexcusable.” 

NY Superintendent Curiale 

“Irrespective of regulatory and national differences…., 
the movement towards a wider disclosure obligation 
and greater demands for information… will lead to 
fundamental changes in the life insurance industry.” 

CEO Hagen,Int’l Ins.

“A cleanup of our industry is coming whether we do it 
ourselves or get prodded into it.” Brown, Pres. Soc. CLU & ChFC. 

“Changing a system [characterized in the article as a system 
with inadequate agent training and supervision, and an 
agent compensation structure incompatible with modern 
consumer demands] of such long tradition and wide 
acceptance will be difficult, but change seems both essential 
and inevitable.” Prof. Skipper 

“At the top of the illustration, it should read, ‘Sales 
illustrations should not be used for comparative policy 
performance purposes.” Society of Actuaries  

“These standards: ‘openness and honesty in all transactions’ 
and concern over ‘the overall impression that sales materials 
may reasonably be expected to create upon a person not 
knowledgeable in insurance matters’ [touted by some as new]
are part of the existing life insurance advertising regulations 
in most states. They have simply never been enforced.” Press, 

NAIF/NALU Pres. 

“The solution to the problem of deceptive practices in the 
life insurance industry lies in disclosure, not in paternalistic 
regulation…..” Belth 

“I have learned that companies do not merely fail to 
disclosure vital information. They often take strong action 
to prevent the disclosure of vital information.  That is why 
I describe the life insurance industry as built on secrecy.  
Today I will provide examples of efforts by companies – 
and state insurance regulators – to prevent disclosure of 
vital information…..” Belth

“There are lots of problems in the way it [that is, life 
insurance] is sold.” WSJ 

“Life insurance agents have a well-deserved reputation for 
being hucksters.” Brown & Prof. Kotlikoff

“The life sale is a very difficult sale.  People have to talk 
about their mortality, about how much money they really 
need. It’s very complicated. If right in the middle of this 
discussion, you throw in ’And by the way, there’s a 55% 
commission [not counting bonuses, expense allowances, 
compensation for other field management, and renewals 
which push sales compensation well over 100% of 
the first year’s premium]‘ You won’t get the sale…..” 

CEO Sternberg, NY Life 

“Efforts to eradicate deceptive practices would be viewed as 
troublemaking behavior.  Also, the practices are so widely 
used and so deeply embedded in the life insurance industry 
that many actuaries who try to do something would be 
treated as troublemakers.” Belth 

“In the late 1970s, the staff of the Federal Trade Commission 
concluded, after careful study, that rate of return disclosure 
was needed.  The companies did not just stifle the staff 
report; they mounted a successful effort to enact federal 
legislation barring the Commission from investigating life 
insurance without a request from Congress.” Belth 

“Some life insurance companies construct their cash-value 
policies so that the agent can choose the amount of the 
commission….The companies should not have created such 
a conflict of interest for their agents.” Belth  

“Yearly prices [of cash-value policies] are so revealing that the 
companies took extraordinary action to prevent disclosure of 
the information. For example, in the early 1980s a committee 
of state regulators concluded, after a careful study, that price 
disclosure was needed. The companies did not just stifle the 
committee report; the individuals primarily responsible for 
the preparation of the report lost their jobs. There were other 
heavy-handed actions, including an unsuccessful attempt 
to have me fired by Indiana University.” Belth

“One company executive told me that companies could 
not survive disclosure of yearly prices.  I disagree.  I think 
companies would prosper if price disclosure were routine. 
However, if he is right and I am wrong, and if companies 
cannot survive price disclosure, they should leave the 
business. Companies that can survive only by concealing 
the price of their product do not deserve to survive.” Belth

“Developments during the past 40+ years suggest that 
rigorous disclosure requirements will never be mandated by 
the state insurance departments. Industry opposition to such 
require-ments is too strong. Nor do recent developments at 
the federal level offer any hope for consumers.” Belth 

“Some of those deceptive methods are used by advocates 
of cash-value insurance, and some of those deceptive 
methods are used by advocates of term insurance…..[Until 
appropriate disclo-sure] consumers will continue to be 
victimized by deceptive practices…..The time has come 
for the life insurance industry to confront deceptive sales 
practices and the risks being imposed on consumers.” Belth 

“This lack of disclosure is a ‘sin of omission’ by agents 
and brokers, but is really a ‘sin of commission’ on the 
part of the carriers and, indeed, the state regulators.” 
“[I] Can’t believe there haven’t been lawsuits about this.” 
 Barkhausen and Daily. Two fee-only life ins. advisors.
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