
LIFE INSURiiNCE AND INVESTffiKT
PREFERENCES OF SELECTED

KANSAS STATE UNIVERSITY PROFESSORS

by

MARVIN A. THOMPSON

B. S. , Kansas Stat« Teachers College of Emporia, 1953

A MASTER'S REPORT

submitted In partial fulfillment of the

requirements for the degree

MASTER OF SCIENCE

College of Commerce

KANSAS STATE UNIVERSITY
MANHATTAN, KANSAS

1965

Approved by:



ii

tabIjE of contents

introduction 1

Background • ^

Purpose of the Study 3

Methodology 2

Terminology. *

Review of Pertinent Studies 14

Limitations of the Report IV

FDIDINGS AND ANALYSES 18

Investment by Age Groups 'IS

Participation In Regular Investment Plans 19

Investment by Stratum of Professors 21

Investment Preferences .. 'SS

Permanent and Temporary Insurance 23

Insurance Preferences 24

SUMMARY AND CONCLUSIONS 24

ACOOWLEDGMENTS 27

LITERATURE CITED 28

APPENDIX 30



IBWIflDUCTIOH

Baokground

Life Insurance and Inveataents are a aeana of provid-

ing financial aecurity Tor the family. In 1962 two out of

three persona in the United Statea were life insurance

policyholders. The average amount of lifo insurance per

family at the end of 1962 waa 111^400. However, all farailies

were not insured. The average amount of life Insurance in

force per famillea that were insured waa .^14,300.® Doth

figures were more than twice that of a decade previously.

Life insurance defined as a contract where, for a

stipulated consideration called the premium, one party

<the insurer) agrees to pay the other party (the insured

or his beneficiary) a fixed sum upon death or other specif-

ied event.^Q Studies of insurance reveal life insurance is

an essential part of fatally plans for financial security.

In families consisting of husband, wife and children under

18, nearly nine out of ten busbands own some kind of life

insurance.^2 These were faaailiea which have the greatest

need for protection from financial hardship should the

husband die prematurely*

Even in families where there were no children under 18,

the majority of husbands (eight out of ten) carried life

insurance. 12

In 1962, ordinary life Insurance was the leading type
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of insurance In force in the United States, and group term

life insurance was the second moat important type. Group

term life insurance was unknown until shortly after World

War I. At the end of 1962, group term life insurance repre-

sented thirty-one per cent of all life insurance in the

United States. ^2

In addition to Insurance protection, most families

planning for financial security made provision for income

Maintenance, emergencies and large future expenditures

through Investments. Investment programs rose rapidly

following eWorld War II. According to a 1959 survey by the

New York Stock Exchange, over three tnilllon individuals

In households with Incomes under v5,000 a year held some

stocks or bonds.^^

A broad definition of investments Includes various

types of assets, such as stocks, bonds, savings accounts,

bona, business or other real estate. A savings account or

a savings bond assures the owner of ready money for emer-

gencies; but generally, dollars put into such holdings do

not keep pace with rising prices. Carefully chosen equities,

like common stocks or real estate, tends to better hold

their purchasing power.*

To determine professors' preferences, this report was

concerned with determining the actual face value of all

insurance policies held, and the actual equity of all in-

vestments for selected Kansas State University professors.



Purpose of the Study

This report was designed to determine by interview and

questionnaire survey the voluntary insurance and investments

held by Kansas State University professors as indicated by

their insurance coverage and investments in stocks, bonds,

savings, home, business and other real estate. Four aca-

demic ranks of iCansas State University professors wore in-

cluded in this report: assistant professor, associate pro-

fessor, full professor, and department head. Deans, Direc-

tors, Superintendents, Instructors, and other full-tioMl

administrative personnel were excluded.

No current study was found for this wide a range of

insurance and Investment preferences. Futhermore, although

recent studies have been made in the insurance area, none

attempted to determine amounts carried by Kansas State

University professors.

This report consolidated insurance and investment

information that might be of significance to all strata

of Kansas State University professors. For example, any

professor could compare his am'^unt of insurance and invest-

ments with the holdings of the comparable group reflected

in this report.

Methodology

Two methods were used in the report to obtain data



for analysis of life Insurance and Investments: company

records of policies; and Interviews with policyholders.

Where the purpose of the iHisearoh la to obtain Information

concerning the characteristics of life Insurance policies,

company records of policies may be studied. Where the

purpose la to assess socio-economic characteristics of own-

ers, attitudes toward life Insurance coverai^e and other

aspects of consumer behavior, interviews and questionnaires

obtained from a sample survey of the population are appro-

priate.

The Interview technique of gathering data has several

advantages

i

1. Questions may be rephrased if they are not under-

stood by the respondent;

2. There is more opportunity in the interview situa-

tion to appraise accuratenesa of replies. The interviewer

is in a position to observe not only what the respondent

says but also how he says it;

5, The interview is a more appropriate technique for

revealing information about complex emotionally laden sub-

jects, or for probing beyond public attitudes into the more

private sentiments;

4. People tend to be more willing to cooperate in a

survey if all they have to do is talk; and

5. Questionnlng is particularly suited to obtain In-

formation about what a person knows, believes, expects.



Intsnds, does op has done.^

Sftmpla surveys may be classified broadly Into two

typts descriptive and analytical. In a descriptive survey,

the objective la to obtain certain Inforoiatlon about large

e,roupa; for example, the number of men, women, and children

•ho view a certain television program. In an analytical

survey, comparisons are made between different aub-ciroups

of the population in order to discover whether differences

exist among them that niay enable th© analyst to form, or to

verify hypotheses about the forces at work in the population.

Many surveys provide data that serve both purposes. The

distinction between descriptive and analytical surveys is

not, of course, clear-cut .^

Studies of survey methods have been criticised be-

cause the basic data were inaccurate, surveys were too

costly and samples were not representative. Inaccuracies

may be minimized by use of trained interviewers and well

constructed questions. The cost of a survey can be reduced

If a representative sample is taken. Samples are drawn

from a total population because the cost and time involved

in surveying a total population are prohibitive in most

cases. Estimates from sample data may be inaccurate for the

particular sample may not be truly representative of the

univeL'se or population under study. This error can be

lessened by using probability sampling methods and appro-

priate estimating techniques.^''' Many times a small sample
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1 6
hBB been preferable to attempted full coverat^e.

Validity and practicality are criteria frequently' used

in evaluating testa or survey devices. A test is valid if

it measures with precision what it is designed to measure.

It is practical if it is economical of time and money and

is simple to give and interpret. °

Kansas State University professors for this study were

selected from the annual budget located in the Kansas State

University Library. In addition University insur^ance records

v^ere used to determine the amount of term insurance carried

by each one interviev/ed. Only full time nine and twelve

month faculty members were included. Title, academic rank

and total number of professors are listed in Table 1.

Table 1. Title code, academic rank, and population.

Title code ; Academic rank : Population

4210 Department head 47
5210 Professor 167
6225 Associate professor 171
7250 Assistant professor 248

Total 625

Personnel who worked less than ten tenths time for

nine or twelve months were excluded. Administrators, hourly

personnel, branch station personnel and faculty with the

academic rank of instructor or lower were excluded from

this report.

Insurance and Investment preferences presented were



obtained from actual currant amounts reported by Kansas

State University professors. Ho attempt was raade to analyze

the investments in regard to Inflation, unfavorable market

conditions or other economic forces. The analysis represent-

ed reported face value of insurance and equity in investnaents

of selected professors at mid-year, 1964.

Involuntary insurance such as Social Security and the

Kansas State University retirement plans were not included

in this report. However, one should recognize that they

Influence the Insurance preferences studied.

31ae of the sample and method of sampling were recom-

mended by Department of Statistics personnel. From the

population or universe of six hundred twenty-three (623)

professors, sixty-three (63) random numbers were selected

from the four strata. Four additional numbers were select-

ed from each stratum. Of these, sixteen (16) additional

numbers, only six were needed. The random listing of numbers

used was taken from a listing of the ten thousand (10,000)

randomly assorted digits.-^'

It was necessary to use two additional names to replace

two persons who were on leave of absence from their regular

places of employment. Three professors refused to complete

a questionnaire or to answer questions during an Interview.

One claimed he was too busy; the other two preferred not

to divulge their investment preferences. One professor

was doing research in another state.
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Th« Intorviow schedule was designed to produce the

Investment information listed below:

1. Age of interviewee, as it may affect size of in-

vestment*

2. Number of dependents, as it may affect patteim of

investment.

3. number with a regular amount set aai^io fox' invest-

ments*

4. Amount of funds to the nearest one thousand dollars

(#1,000) invested in life insurance, stocks, bonds, savings,

home, business and other real estate, with emphasis on in-

surance •

5. The dollar amounts of each investment (necessary to

compute the sample mean of each type of investment).

6. Information necessary to compute the standard error.

The insurance and investment questionnaire (Refer to the

Appendix) contained sixteen blank spaces for answers. Five

questions related to type of insurance and face amount of

each policy. Two questions were listed to determine amount

and type of stocks and bonds now owned. Three questions

were used to obtain a breakdown on the type of savings held.

Only one answer each was needed for equity in the home,

business and other real estate.

Many interviews were made in the homes of professors as

it often was Impossible to set up interviews after work hours

at the professors' office, laboratory or classroom.
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Respondents w«re informed of the nature and purpose of

the study, and were assured that all Inforaiation would be

confidential and that interview were coded. Answers to

the questions were sometimes recorded by the interviewer,

but generally, they were recorded by the interviewee. As

a survey form was completed, a quick review of the record-

ed answers was aade and when interviewees had questions they

were clarified by the interviewer.

Terminology

Terms used in this study definded below.

Inveattaent . To the business man. Investment is the

acquisition of capital goods or the securitites representing

these ^oods from which income may be derived. Investment

Implies taking a certain risk to enhance the possible income

return. *lien the element of risk is reduced sufficiently,

savings occur.

Security analysts use a more modern explanation of

investawnt. Graham and Dodd advanced the concept of invest-

ment now used by security analysts. Their definition

describes an investment as an operation which, upon thorough

analysis, promised safety of principal and a satisfactory

return.®

Investments ax^ also a means by which families may

increase their financial security. In the broad, or custo-

mary sense of the term, an inveatraer.t is any asset or prop-
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orty right acquired or held by an individual for th« purpose

of conserving capital or earning an income.^ This definition

recognizes that savings accounts, bonds, mortgages, some

lines of life insurance, corporate stock, real estate,

business equities, and other earning assets all fulfill the

same basic function, that of employing their owners' funds.

In this report the above broad definition of investment

any asset or property right acquired or held by an individ-

ual for the purpose of conserving capital or earning an

income," is used with the restriction that it will apply

only to stocks, bonds, savings, home, business and real

estate.

Insurance . Life insurance may be condensed into five

major types of policy: whole-life, limited-payment life,

endowment, term, and other.

Whole-life , also referred to as ordinary, straight-

life or level premium insurance, provides continoua protec-

tion against death of the insured for a specific principal

amount that remains constant throughout the policyholder's

life. The lowest rates at which this type of insurance is

available are furnished by a straight-life policy, in which

the premiums are payable until death. This policy event-

ually accumulates enough reserve to mature it. Some compan-

ies regard such a policy paid up at age 80 or 85 and provide

that no further premiums be collected from the few individ-

uals who survive that age.
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Whole -life protection amy be purchased under two type

of contracts, the chief difference being the method of pay-

ment, therefore, one Is known as an ordinary life policy;

the other la a limited-payment life policy. The ordinary

life policy Is the one of all policies which jjlves the

Baxlmuia, permanent protection at a minimum annual cost.

This may be Illustrated by comparing the gross premium

Charges by companies for ordinary life policies with those

required under the limited payment and endowment plans.

For Instance, the annual premium Charlies for a certain non-

partlclpatlng policy per !|1,000 of ordinary life Insurance

Is s>16.56 at age 25, *19.10 at age 30, and ^^^,24 at age

35.^° On a twenty-payment life policy at the same ages this

company's annual premium charges are ;|28.16, *30.78 and

4^34.06, while on an endowment policy, maturing In twenty

years Its premiums are, respectively, 447.07, |47,12 and

147.71.^°

Whole-life Insurance has the following advantages;

It gives the Insured permanent protection at moderate cost

and combines saving with Insurance. Its chief disadvantage

Is the continued payment of the premium throughout life.

Limited-payment policies Involve a fixed number of

payments. Customarily the payments cease after ten, fifteen,

or twenty years. This plan Is much like the whole-life

except It requires larger premiums during the normally

shorter premium payment period. ^°
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Endowment Insurance policies provide not only for pay-

ment of the face of the policy upon the death of the In-

sured during a fixed terra of years, but also; for the pay-

ment of the full face amount at the end of said term if the

insured is living. This type of policy may be written for

ten, fifteen, twenty, twenty-five, or even seventy or more

years. When written for a short term, the purpose of the

policy usually is to combine Immediate protection with

heavy savings; while if written for longer terms, or to

mature at an advanced age, the object usually is to combine

protection with old age income.

Term insurance may be defined as a contract which

furnishes life insurance protection for a limited number

of years, the face value of the policy being payable only

if death occurs during the stipulated term, and nothing

being paid after the limited years elapse. In this form

of insurance the insured pays a premium equal to the annual

estimated cost or death risk for the period covered. It

Is like fire insurance in that it is insurance only against

death during a given period.

Term policies are especially designed to afford protec-

tion against contingencies which either require only tempor-

ary insurance or call for the largest amount of insurance

protection for the time stipulated at the lowest possible

cost. Pure term insurance is Justified under the following

circumstances;
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1. For persons with a siaall Income for th« prasent,

with family obllgatlona but with prospects for the develop-

3ient of a career.

2. For persona who have placed substantially all their

resources in the material assets of a new buainesa still

in its formative Staines, and where preraature death of the

human factor in that business would spell serious loss or

destruction of the invested capital.

3. As a supplement to investment Insurance for persons

of ordinary means during the child raising period.

4. As additional protection for loans.

6. Ao a taeans of hedging against definitely known

hazards.

The disadvantage of term lnaurt;nce is that nothing is

paid to the insured after the policy expires. The premium

increases as the insured gets older and some term insurance

policies require the insured to take a ^lysical examination

at the end of each term.

Face (Amount) . Life insurance "face" refers to the

amount of insurance that appears on the face of the policy.

It is the amount that will be paid by the insurance company

to the beneficiary In case of death of the insured, or to

the policyholder if the policy matures before death.

Stocks . Stocks "individual" refer to corporation stock

on which ownership is obtained by purchase of a certificate

or share. Stock certificates are transferable by endorseosent.
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Stock "mutual funds" represent an Investaaent In a fund.

The company operating the funds Invests its capital in vari-

ous marketable securities and divides the net Income period-

ically among owners of shares in the funds. In proportion to

the amounts of the invoatiors' respective holdings.

Equity . Equity is the actual cash outlay that a pro-

fessor has Invested in his home, business or other real

estate.

Review of Pertinent Studies

Insurance atudlea . Surveys have been made to determine

the personal and financial characterlatlcs of life Insurance

holders. 3one that relate to elements of this report follow.

The average amount of life Insurance per ineured family

at year-end 1962 was ;^14,500.-^^ Group term life insurance

represented thirty-one per cent of the total insurance in

force in the Jnited States during 1962. Six of every seven

Aoerioan families owned life insurance as a way to build

a more secure future.

Invaatmeut Studies . In organizing individual invest-

Bwnt programs studies usually recomaend the acquisition of

adequate life Insurance, a liquid emergency fund, business

and home investments, and a general investments portfolio.^

A study on the pattern of financial asset ownership

for individuals was made in 'Siaconsin.-'- The data used

in that study was obtained from individual income tax re-



15

tiirns. The Department of Taxation of the State of Wiscon-

sin, University of Wisconsin, National Bureau of Economic

Research and a grant from the Carnegie Corporation made

that study possible. The study attempted to set forth what

is known about the pattern of individual preferences.

For example, lower income groups tended to hold their

investment portfolio in the form of debt funds (bonds,

mortgages and savings accounts), whereas, individuals in

the upper income groups tended to hold their investment in

equity funds (common and preferred stock).

There was some concern by economists at the rate of

savings in the second quarter of 1964. Savings represented

eight and two-tenths per cent of disposable income compared

to seven per cent that economists regard as normal. ^-^ At

eight and two-tenths per cent of current savings from dis-

posable personal income, more than |35 billion per year

would be available for personal savings. This is ^4 billion

2
more than was recorded for the first quarter of 1964.

Another essential part of investment preferences per-

tained to purchase of a home. The probability of maintain-

ing his family as a cohesive unit is enhanced by the sta-

bility engendered through establishment in an owned home."

Families are more readily accepted as established members

of their communities and the formation of satisfying social

contacts is considerably facilitated.®

The purchase of a home is an important investment.
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the final decision should be preceded by careful deliber-

ation analysing both tlie desirability of the property and

the Individual requiretusnta of the purchaser. There should

be reasonable asaurftnce that the value of one's location

is comparatively stable; for property valu«ja laay decline

and make it difficult to resell at a favorable price.®

The home owner has this Investment under his cr^notant

supervision and control, and it saves the amount othemvlae

required to rent a residence. Irnproveiaents, repairs and

alterations to the property, if properly planned, may be

arrani^ed to suit his convenience and pleasure, besides

addln^j equity to his investment. Interest and taxes are

significant factors urA save the homo owner taoney when

deductions are listed on the incomo tax return.^

Total value of new private contruction In 1950 was

#23,091 aillion compared with ^43,578 million in 1962.

Current spending on horaa building, only, was eatiaated by

the Census Bureau at an adjusted annual rate of i2&,QQl

million.'''

Heal esttite investnient very often Is riskier than in-

vestment In the common stock of a strong growing company

listed on the IJew York Stock Exchange. A building la a

building tied to one location. But a coiapany like General

Electric or DuPont is flexible, diversified and has contin-

Q
uity of EBanagaoient .

"^

In oonclusion, some writers recoazsended life insurance.
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•avliifea and a hooie ts th«. Initial Inveatutnti that a pru-

dent person ahould acquir©. Then a balance among stock,

bonda, cfcsh and real «Btat«? should b© achieved.

Limitations of the Report

Iiisurtinc© tnd invtstutjnt preferences of the Kansas

State University proffcsscr'fi wfcs restricted by the nature

of the questionroiire. Only full-titr,c nine laonth or full-

time t«.elve laonth professors were incluued. Profeesors

teaching three hours each week BiKht have different plans

of invcBtuent from full-time professors.

Care should be taken In coKpferlr-t; the amount of equity

with the face vtlue of insurance for a distorted value of

total investcient could be reflected. For example, a profes-

sor that has made on© paynsont on an Incurnnce policy wculd

own the face amount of the insurunce policy. However, a

professor tuakinc; one payaent on a house would own only the

equity value of the one payment.

'vospondents reported information from recall and the

ftmount of investments were rounded to an even one thousand

dollars, However, any ovQr-r«pr>ptlng probably was offset

by under-reporting, so that no great bias exists.

Survey and questlomxaire Inforowtlon haa definite

limitations as source material for data on Investments held,

because the respondent may misinterpret a question or record

hia response In e baffling manner. There Is usuBlly little
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that oan be done to remedy the situation. It has been

estimated that for the purposes of filling out even simple

written questionnaires, at least 10 per cent of the adult

population of the United States is illiterate. ^^

FINDINGS AND ANALYSES

Investment by Age Groups

The average investment by age and number of depend-

ents is presented in Table 2.

Table 2. Ages by five year groups, average number of
dependents, number of professors and total
average investment.

Ages : Average number : Number of : Total average in-

inclujJive

30

: of dependents : professors: vestment (in |a.ooo)

26 - 4.0 1 1 2

31 - 35 3.0 5 6
36 - 40 3.3 11 18

41 - 45 3.1 17 17
46 - 50 3.0 7 30
51 - 66 2.8 6 39

56 - 60 1.7 10 66
61 - 65 1.3 6 60
66 - 70 1.0 1 41

The above information Indicates that the average number

of dependents is highest when professors are below age 30

and that the number does not consistently decrease until

age 41. Reliance of 26 through 30 age grouping may not bo

high because only one professor was randomly selected In

that age group; however the information indicates a relation-
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•hip between number of dependenta and tho averatie amount of

Inveatmsnt. During the ages 26 to 41 total average Inveat-

mant la aaaller than In later yeara when the average number

of dependenta la decreasing and higher inootasa are coauaon.

Participation In Ragular Investnient Plana

Of the alxty-thzMie professora contacted only 19,1 per

cent had a regular plan of aettlng a definite amount aaide

•ach month for investinenta, see Table 3,

Table 3. Rank of professor, number with a regular plan
and number without a regular investment plan.

Number with a : Number without a

Rank : regular plan : regular plan

Department head 7
Profeaaor 4 12
Assoc, professor 4 13
A88*t. professor £ 19

Total numbera JS 51

Responsea from the sixty-three (63) Investment questlon-

nairea were tabulated by stratum of professors on a work

sheet. The estimated mean and standard error were computed

for each typa of investment. Approximate foxnaula used in

computing the estimated mean and standard error waa taken

from Snedecor.^' Table 4 ahowa the type of investment,

sample aean and standard error.
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Table 4. Type of inaurftncc or inveetment, eamplo aeftn

and standard error of mean (In thousands)

Type of Insurance
or investiuent ii Sample mean

•
•

s Standard error

Insurance
Whole-life
Endowment
Term (group)
Credit life

# 5.70
5.01
7.73
.43

.74

.97

.91

.24

Other .65 .33

Stock
Individual (corp.)
Mutual funds

3.30
.25

8.80
•99

Bonds
Government .60 .22
Corporate .00 .uO

Savings
Savings and loan
Bank

1.00
1.16

.23

.21
Credit union ,08 .04

Home (equity) 13.81 1.14

Business or real estate 8.90 2.51

The greatest {«tandea*d error is #2,500 which indicates

wide variability for investments In business and other real

estate among faculty members. Individual stock also has a

high standard error; this would also indicate that the amount

of stock purchased by professors was not uniform. Some

professors purchased no stock while a few purchased a large

dollar amount.

Personnel in the statistical department at Kansas State

University indicated that arithmetic computations isay be used

to give a sufficiently accurate analysis of this survey in-
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formation.

Inveatmant by Stratum of i'rofaaaora

To datermina If oortaln patterns of Investtoervt prefar-

•noaa wera uaad by dlffarant stratum of profaaaora, tha In-

formation raportad iwiy ba condenaad from nlna cholcaa. Into

four catagorlaa, homa, bualnaaa or other raal eatate, Bavlnga

and Btook. Tha avai*aga amount of each typa of invastmant

la Includad In Tabla 5.

Tabla 5. Strata of profaaaora, avaraga amount of each
typa of lavastmant and total Inveatmenta
( In thouaanda )

•

Stratum : Typa of Invaatmant
of : Bualnoaa or

profOBSora : Home ! real estate i Savln^a t Stock tTotal

Department head #8S |15 |10 *34 $88
Profassor 18 17 ft 8 40
A380C. profeaaor 14 9 8 8 29
Asa't. profeaaor 10 8 8 1 15

Homea were found to be the moat prominent Investment In

three of the four Investment strata. Average Invested In

bualnaaa or real aetata (other than homea) show that three

of the four atrata have thla type of Inveatment for second

choice. An eatabllahed Investment preference by stratum vaa

Indicated under aavlnga. Department heada maintained larger

average savings than the combined average aavlnga of all

other atrata of profaaaora. Average Inveatment In atock

representa a high amount for department heada but a email
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anount for assistant profeaaors. An unexpo'jted finding was

that associate professors had more Invested in stock than

full professors who were not doparttuont heads.

Investment Preferences

To compare investment preferences further the prefer-

ences are ranked fro-n one thnugh four In Table 6.

Table 6. Type of investiaent, profoaaors preference of
investment by stratu'i.

Type of t Prof"e33or3 preference of investment by stratuun

Investaent t Uept. head ; rrofeseor ; Aaaoe . i Ass't*

Home
Business or

real estate
Savings
Stocks

5
4
1

8
3
4

8
3
4

8
9
4

It is quite clear that the investment pattern of depart-

ment heads does not follow that of the three other strata.

However, Table 6 shows with considerable certainty, that

the majority of professors' inveatawnt perfei^nces rank in

this order: first, home; second, business or other real

•state; third, savings} and fourth, stocks.

By excluding atook and using the three investnent pre-

ferences by stratuci of professors, the total investment is:

1. Department heads |'48,000

8. Professors 58,000

5. Associate professors 26,000

4. Assistant professors 14,000
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Permanent and Tetaporery Insur^inca

To analyse the Insurance preferences It 1« aummarlsed

Into two types of Insurance, permanent and temporary. Whole

-

life, endowment and other (retlrecnent Income) are considered

permanent insurance. Term and credit life (decreasing term)

are olasaified as temporary. In Table 7 one column designates

the average amount of insurance furnished through the Kansas

State University group plan.

Table 7. Rank of pr'^fessors, average amount of perman-
ent inauranoe, temporary insurance and Kansas
State University group Insurance (In thou-
sands )

.

Rank
: Averat;e amount of insurance
: Permanent : Temporary i K.S.tj. f;roup*

Lepartnwnt head
Professor
Associate professor
Assistant professor

1 9 #10 16
If 11 7
9 6 6
9 8 4

• Also included in temporary insurance.

Professors in this sample have |'1,222,000 of insurance

coverage, 44.5 per cent of which is temporary. The Kansas

State University group insurance plan insures 55.1 per cent

of the total temporary insurance imported. If total cover-

age is extended to include all six hundred and twenty-three

professors they would have a total of #12,084,219 insurance

coverage

.
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Insurance Preferences

Permanent insurance was favored by three of the four

academic ranks studied. Consequently, un analysis of the

preference within three different types of insurance carried

Is presented in Table 8 to show the preference of insurance

by stratum of professor. To consolidate information in this

table "other** and '*credlt life" were distributed to one of

the two major types of insixrance, endowment or terra, as

explained for Table 7,

Table 8. Typo of Insurance and profensors* prefer-
ences of insurance by stratum {In thousands).

Type of ; Professors' preference of insurance by stratum
insurance ; Dc^t. he&d : Professor ; Associate ; Assistant

Whole-life #7 ^7 $3 $6
Endowment 19 6 3

Term 10 11 6 8

Of the term insurance, 65.1 per cent or is.5,590 per

professor was furnished through the Kansas State University

group plan. The above analysis indicates that professors'

choice of insurance falls in this order: first, term;

second, whole-life; and third, endowment.

SUIOIARY AND CONCLaSIONS

This report was concerned with determining the invest-

ment and insurance preferences of Kansas State University

professors based upon data gathered by individual personal
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lnt«rvl«w8 of a random aampla of tha population. The method

of determining tha universe or population was aatabllshed

by tha writer following a atudy of Snedecor. The method of

selecting the sample from the universe was suggested by

members of the statistics department.

The average Investment by age and number of dependents

was directly related to the total amount Invested, The

calculations Table 2 indicate that professors average in-

vestment was under #18,000 where there were more than three

dependents per family. The total Investment reached a peak

between ages 56 through 60. The lowest Investment period

was between the ages of 26 thru 30. After age 60 the total

average amount of Investment declined*

Nearly eighty per cent of the prtjfessora interviewed

had no oona latent plan of aettlng funds aside for a regular

plan of investments. Twenty-five per cent of the full

professors cited definite plana of setting funds aside for

investment, but no department head had a regular plan.

Homes were ranked as the largest single type of invest-

ment. Business and other real estate were second and stocks

were third.

Statistical tests were computed for only a sample mean

and standard error, as other testa for significance were

not appropriate, lievertheless, this study may suggest a

potentially aignlflcant pattern of insurance and investment

preference used by Kansas State University professors. If
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•Ifflllar 8tudl«8 of personnel at other institutions under the

Kansas Board of Regents gave similar results, the information

could be valuable to the Board of Regents and to administra-

tors under the jurisdiction of the Board of Regents, as well

as to self-financing plans tor* faculty groups.

Greatest fluctuation in the amount of Investment was

found in two areas, stocks combined with business and other

real estate, A greater consistency of preference patterns

were established for the assistant, associate and full pro-

fessor than for the department heads. However, grouping

•11 professors, showed their investment preferences to be

in this rank order: home, business and other real estate,

savings and stocks.

A further analysis of the insurance showed 44.6 per

cent of the coverage was temporary or term insurance and

the remainder was permanent insurance, whole-life or endow-

ment* Based upon the reported insurance information, all

professors at Kansas State University would have had $12,

084,219 face value of insurance. Type of insurance prefer-

red was in this order: term, whole-life and endowment.
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INSURANCE AND INVESTMENT QUESTIONNAIRE

This questionnaire is designed to obtain actual insurance and in-

vestment preferences of Kansas State University faculty with academic

rank of assistant professor, associate professor, full professor and

department head. Information will reiaain confidential and will be

evalulated and included in a Master's Report.

Your cooperation in completing the following questions at your

earliest convenience will be greatly appreciated.

I, What is your present ape?

II. How many dependents do ycu claim?

31

III. Do you set a definite sum aside each month for investments?

IV. How much do you have invested in each of the following? (round to

11000)

Amount No. of Policies

1, Life insurance
a. Whole-life
b. Endowment (20-30 yr.)

c. Term (group)

d. Credit life (mortgage)

e. Other (specify)

2. Stocks

a. Individual
Sub-total Grand total

b. Mutual funds

Bonds3.

a. GovH. Bond
b. Corp. Bond

Savings

*

h.

a. Savings & Loan
b. Bank
c. Credit Union

•

$

5. Home (equity) $
,

6. Business or other real estate (equity) $

7, Thank you for completing this questionnaire. If you would like a

•ummary of the report, please indicate: yes j no .
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Life insuranco and good investments are a means of

providing financial security for the surviving family

should loss of income resulting from death occur to the

breadwinner*

This report was concerned with determining the volun-

tary insurance and investment preferences of Kansas State

University professors as Indicated by a random sample of

selected professors. The specific objectives were: (1)

to determine the type and amount of life insurance coverage

of four strata of faculty with the ranks of assistant

professor, associate professor, full professor and depart-

ment head, (2) to determine the average amount invested in

stocks, bonds, savings, home and business or other real

estate per professor by strata of faculty. A secondary

objective was to determine the proportion of insurance

carried by Kansas State University professors through the

University group plan.

Previous studios of life Insurance ownership have

Indicated that over eighty per cent of all the American

families own life Insurance as a way to build a more secure

future. Even though many families are Insured other writers

had concluded that there was no such thing as a typical

policyholder.

The data analyzed in this report were obtained by

personal interview with sixty-three professors and from the

University budget and University faculty Insurance records.


