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Why Don’t Americans Protect Their Human Capital?

 Here’s an arbitrary, unofficial definition 
of an expert: A person who believes he is smart 
enough to tell others what they should do. 
 And there’s a corollary: Non-experts resist 
being told what to do by experts. 
 For the last decade, insurance experts have 
been in a lather. Because the non-experts aren’t 
paying attention. Here’s an April 4, 2015, 
commentary from personal finance writer 
Jonathan Clements:
 (A)ccording to the Social Security 
Administration, 68% of private-sector workers 
don’t have long-term disability insurance, which 
would provide them with income if illness or 
injury prevented them from working—and 
Social Security pays such benefits only in 
relatively dire circumstances.
 Meanwhile, financial-services trade 
association LIMRA says American adults have 
an average of $167,000 in life insurance 
coverage. That is barely three times the median 
household income, while one rule of thumb 
suggests that those with financial dependents 
need at least five to seven times income.

 Numbers from a decade of studies indicate 
the same thing: fewer Americans own life and 
disability insurance. While no insurance is 
perhaps more important to their long-term 
financial well-being than life and disability 
protection, it appears the message is falling on 
deaf ears. What’s going on?
 Several obvious thoughts come to mind: 
First, no one gets excited about discussing a 
career-ending accident, a terminal illness or a 
sudden death. Second, individuals under-
estimate the risks. They know that disabilities 
happen, and people die young, but “it won’t 
happen to me.” So who wants to hear from an 
expert about a depressing possibility that 
probably won’t happen? 
 Those observations are legitimate. But 
there’s another possibility: A whole lot of 
Americans have never had a face-to-face, 
personal conversation with a knowledgeable 
insurance professional. Instead, they get a lot of 
general information, often via an impersonal 
Internet connection, from sources that may not 
really qualify as expert. 

How “Comprehensive” Financial Service 
Sometimes Skips over Insurance 
 Thirty years ago, there was a clear distinction 
between insurance and investment companies. 
Insurance companies helped protect human 
capital, and investment companies helped grow 
it. Today, in a desire to provide one-stop 
financial services, most investment companies 
also sell insurance, and many insurance 
companies have subsidiaries that sell 
investments. The financial professionals that 
work with these “comprehensive” financial 
companies have the credentials to discuss and 
implement both insurance and investment 
strategies. 
 But it is less likely that these multi-
credentialed representatives are truly well-
versed in all areas. And quite often, that means 
consumers never really have an expert 
conversation about life and disability insurance.
 The August 2013 issue of Financial Advisor 
uncovered some startling numbers to support 
this assertion. In a June 2013 survey of multi-
credentialed financial professionals by Saybrus 
Partners, a life insurance consulting firm, a 
significant number of “full-service” 
professionals said they put minimal effort into 
discussing or implementing insurance programs 
for their clients. Among the findings:
•	 30 percent of insurance-licensed advisors did 

not regularly provide life insurance to their 
clients.

•	 49 percent said life insurance distracted 
attention away from their regular business.

•	 17 percent said they didn’t sell life insurance 
because it was too complicated.

•	 25 percent felt the “abundance of paperwork 
required to issue a policy” was too burdensome.
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WHY DON’T AMERICIANS PROTECT 
THEIR HUMAN CAPITAL? 

WHO IS THE GUARDIAN HELPING YOU 
PROTECT YOUR HUMAN CAPITAL?

All financial productivity comes from human action.

 In general, “People in the financial planning 
business tend to gravitate more toward the 
investment piece and away from the insurance 
piece,” according to Kevin Kimbrough, a 
Saybrus manager. “When we look at what’s the 
holdup, it seems that advisors don’t have the 
confidence to do life insurance successfully with 
their clients, so they kind of skip over it.”

It All Starts with Human Capital
 There is an understandable tendency to 
measure wealth by account balances and 
property values, and to consider wealth-
building as a process of judiciously allocating 
these assets. But the critical element in all 
wealth-building activities is human capital. 
People – through their ideas, skills, labor, and 
management – create wealth; all financial 
productivity comes from human action. And 
when human capital is absent, wealth 
disappears. An empty home becomes a rotting 
shell, a stack of $100 bills in a shoe box 
eventually turns to dust.
 The value of life and disability insurance is 
that it protects one’s human capital, and in the 
event of a tragedy, preserves it or allows it to be 

passed on to someone else. When consumers 
truly understand the value of their human capital, 
their only issue is determining how best to obtain 
this protection. And that’s when consumers really 
need some knowledgeable assistance.  
Finding a Guardian for Your 
Human Capital 
 Your human capital is the key ingredient to 
achieving your financial objectives. Life and 
disability insurance can protect your human 
capital, but getting the best protection almost 
certainly means working with someone who 
specializes in these strategies and products. And 
a “comprehensive” financial professional may 
not be the best choice for the task. 
 Guardians of human capital are financial 
professionals who devote a significant portion 
of their work to presenting, implementing and 
maintaining life and disability insurance 
programs. They may have professional 
designations such as Certified Life Underwriter 
(CLU) or Chartered Financial Counselor 
(ChFC), but a designation does not necessarily 
indicate a focus on life and disability insurance 

– you have to know what they do. 
 In addition to knowing the professional’s 
practice emphasis, it may also be helpful to 
identify the expertise or specialties of the office 
or company with which they are affiliated. 
Knowing one expert is good, knowing where 
you can find more is better.    
 In the financial services industry, there’s a 
lot of controversy about how financial 
professionals should title their activities, and 
what licenses and credentials they should hold. 
As the insurance and investment professions 
cross-pollinated, the title “insurance agent” often 
was recast to something like “wealth creation 
expert” or “estate planner.” Regardless of the 
title, consumers should be looking for someone 
who has the commitment and knowledge to 
protect their human capital. Have you had an 
in-depth conversation with someone who knows 
enough about life and disability insurance to tell 
you what to do to protect your human capital?




