
DO I NEED AFA 
INSURANCE?

RISK POOLING / GROUP 
SHARING OF LOSS
Insurance is basically risk pooling.  
Here’s an example taken from “McGill’s 
Life Insurance” guide:

 Suppose there are 1,000 houses in 
your community, each worth $100,000. 
� e odds that a � re will destroy any one 
of them in a given year are extremely 
small, perhaps no more than one in1,000. 
But if it happens, the loss to the owner 
would be staggering: $100,000.

If you assume, however, that only one 
of the 1,000 houses is destroyed by � re in 
a particular year, a contribution of only 
$100 by each homeowner would create 
a fund large enough to reimburse—in 
full—the unfortunate person who has 
lost a home. � us, by accepting a $100 
insurance payment, each homeowner no 
longer faces the risk of a $100,000 loss. 

Life insurance is similar. Last year the 
Air Force Association paid a $300,000 
death bene� t to the family of a young 
AFA member who’d paid less than $100 
into the pool. � e member died soon 

after applying for coverage. � is death 
bene� t was o� set by members who paid 
into the pool for many years and didn’t 
die during the term of their insurance.  

TERM LIFE OR WHOLE LIFE?
Whole Life provides protection for 

a lifetime, while Term Life provides 
protection for a particular period of 
time. A young man with a family and a 
tight budget may � nd term insurance to 
be the best � t. Premiums are relatively 
small for the bene� t that his dependents 
would receive if he dies young. As his 
children become adults and no longer 
depend on him � nancially (and possibly 
his mortgage is paid down signi� cantly), 
the need for the bene� t decreases.  

Some of you may consider life insur-
ance an investment and want it to have 
cash value. If you can a� ord larger premi-
ums, Whole Life may be the best option. 
Some of you don’t have, or expect to have, 
dependents. You may only need enough 
to cover burial expenses, so a small 
Whole Life plan may be the better choice.  

AMOUNT OF COVERAGE
It can be hard to determine the “eco-

nomic value” of your life. Such calcula-
tions shouldn’t focus on your salary or 
earning potential alone. Your economic 
value is calculated for life insurance as 
it relates to those who depend on you.  

� ere are various ways to calculate 
that amount; a licensed agent needs to 
understand your personal situation to 
� gure it out. Considerations include:

• Immediate expenses like medi-
cal, burial, estate administration, 
and debt.

• An amount up to twice your annual 
salary while your family adjusts to 
the � nancial impact of your loss. A 
widowed spouse may need schooling 
before � nding suitable employment.   

• Support of children to at least age 18.
• Children’s college education ex-

penses.
• Life income for dependent spouse.
• Special needs, such as the inde� nite 

support of a handicapped child.
If people depend on you, you probably 

want to protect their standard of living 
in the event of your death. AFA o� ers 
a wide variety of insurance products. 
One or more of them may be the right 
� t for your unique situation.             

Susan M. Rubel is AFA’s senior director 
for insurance and member bene� ts. She 
is a licensed insurance agent, a registered 
health underwriter, and a chartered life 
underwriter.
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How much insurance do you really need—and what kind? Term or Whole Life? Before advising 

you, an insurance professional needs to know more about your personal, family, and fi nancial 

situation. At the same time, you need to have a basic understanding of the concept of insurance. 
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