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Abstract

This paper aims to review the available literature on different factors (demographic, socio-economic, and psychographic
variables) that affect life insurance ownership. There are many unforeseen circumstances and adverse outcomes in life, most of
which occur unexpectedly. A person's life may be irrevocably changed by certain situations, leaving his/her loved ones
in shambles. It would be wise to get an appropriate life insurance policy to decrease the financial strain on one's loved ones
after his/her demise. Researchers from India and overseas have conducted several studies and have identified a variety of
variables that influence life insurance consumers' and investors' decisions. This study reviews such research papers that have
studied how various demographic, socio-economic, and psychographic variables connect to different levels of life insurance
ownership. Findings of the prior literature revealed that most of the demographic and socio-economic factors influence the
decision of people to purchase a life insurance policy while some factors have no influence. It is also discovered that
psychographic aspects include attitudes, beliefs, awareness, preferences, advantages, purchasing purpose, and purchasing

intention as some of the factors that impact a person's decision to acquire life insurance.
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Introduction

Life insurance provides financial protection against events
related to human life, such as death, disability, accidents,
retirement, etc. The possibility of dying or being disabled
due to natural or unintentional causes exists in every
person’s life. The household suffers an income loss when a
person dies or becomes permanently or temporarily
incapacitated (IRDA). A household's financial security is
usually protected by life insurance if one or more of its
members pass away (Gutter and Hatcher, 2008) %1, Life
insurance is a risk-pooling strategy that shifts the risk
of premature passing from a single individual to a group.
Nobody has an endless lifespan. Instead of covering the
likelihood of death, life insurance covers untimely death
(Vaughan and Vaughan, 2008) %, India has a total of 57
insurance companies, out of which 24 are life insurance
companies.

Life insurance products are not widely known in the Indian
market. This is primarily a result of individuals not fully
understanding why they are purchasing the insurance policy.
The most fundamental reason to get life insurance is to
assist the insured's immediate family financially in the case
of death. For instance, if a person dies when still in their
prime working years, his family will be forced to endure
most of the financial losses brought on by the loss of his
reliable income. His family will still need to continue
paying their normal payments, EMIs on their debts,
mortgages, and other financial obligations including
retirement and education funds. To reduce this burden on
the family, leading insurance companies have introduced
appealing life insurance policies in the market. These
policies provide enough compensation to the insured's
beneficiaries in the event of his passing. Along with the
previously mentioned basic need for income substitution,

purchasing life insurance policies has other advantages such
as steady investment options, guaranteed income through
annuities, tax advantages, etc. Despite the numerous
advantages, there are a variety of reasons why people
choose not to get life insurance coverage. Some of these
include ignorance, the lack of a requirement to purchase,
lack of confidence in insurance providers or agents, the
absence of an immediate benefit, or the perception that it is
too expensive (Peter and Sachdev, 2021) 34,

Human life cannot be valued, however, a monetary amount
might be calculated based on the expected loss of income in
the following years. As a result, the Sum Assured (or the
amount promised to be paid in the case of a loss) is paid by
way of a "benefit" in life insurance. If the insured person
passes away during the policy's term or is rendered
incapacitated due to an accident, life insurance policies offer
a certain sum of money. Anyone who is a wage earner and
has a household that depends on them needs life insurance
the most. The financial worth of housewives' contributions
to the family makes it necessary for them to get life
insurance as well. Even children can be taken into account
for life insurance, withthe possibility that their future
earning potential is at risk (IRDA).

In India, the insurance penetration rate for 2021-2022 was
4.2%, remaining constant from 2020-2021. India's
insurance density rose from USD 78 in 2020-21 to USD 91
in 2021-22. According to Swiss Re, India is anticipated to
be one of the world's fastest-expanding economies over the
next ten years. According to statistics from Swiss Re, India
holds the tenth position (eleventh in 2020) in the world's
insurance industry with a market share of 1.85 percent in
2021 (1.78 percent in 2020). And in the life insurance
business, India is in ninth position (tenth in 2020) in
2021(IRDAL, 2021) [2,
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Literature review
Various demographic, psychographic, and relative factors
are responsible for the final purchase decision of a life
insurance policy. Demographic and socioeconomic factors
may include age, education, income, net worth, savings,
marital status, number of dependents, etc. (Hammond et al.,
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1967) 171, (Anderson and Nevin, 1975) M, (Ferber and Lee,
1980) 4, (Beck and Webb, 2003) [, (Zietz, 2003) [,
(Ulbinaite et al., 2013) [, Psychographic factors may
include beliefs, attitudes, personal values, trust, etc. (Burnett
and Palmer, 1983) [l (Fletcher and Hastings, 1984) 3,
(Husin and Rahman, 2013) ¥l (Nosi et al., 2014) [,

Table 1: Literature review on factors (demographic, socio-economic, and psychographic factors) affecting life insurance ownership.

’i;’ '?‘?;2?)" Methodology Keywords Findings
E'.“F"“Cﬁ' research was done Life insurance, Income, net worth, phase of the life cycle of the family members,
Hammond| using the survey data of 1952 : ; ; ;
household, socio- and educational background and the job of the primary
1 etal. and 1961 conducted by the . - S : - .
17 economic breadwinner are significantly associated with premium
(1967) Research Centre of the p 2
o S actors. expenditures.
University of Michigan.
Aﬂseirr?plr::j?tli Sltg?z vr\gssgzne The study investigated the way birth order influences anxious
Berekson 9 ple reg Birth order, anxiety,| people to choose their insurance policies. The purchase of life
2 51| analysis. Data was collected o . . S
(1972) from 254 counles from the U.S life insurance. insurance by married, high-income persons does not appear to be
P - T affected by birth order.
through a questionnaire.
Anderson | Empirical research was done Life insurance, The purchase of life insurance is influenced by the husband's
3 |and Nevin|using survey data from the U.S.| decisions, married educational background, financial position, net worth, and
(1975) M | of 181 married households. households. insurance before marriage.
An empirical study was done Life i Young couples' decisions to obtain life insurance are influenced by
: - . ife insurance, D e - D
Ferber and|  using multiple regression ouna counles their financial situation, possessions, and responsibilities. The
4 |Lee (1980) analysis. Data was collected young couples, presence of routine expenditure and savings habits, the wife's
[12] socioeconomic - : ; >
through a survey of 105 - employment status, and attitudes towards saving all influence life
factors, and attitude. . . N
households. insurance buying behavior.
Empirical research was done o The findings imply that those who rely on an agent for their life
B . o . Life insurance, . .
urnett | using discriminant analysis. A - insurance usually have bigger levels of coverage. They value
- demographic factors,| . - .
5 |and Palmer|  survey was done using a and psvchoaraphic | nsurance immensely, are younger, more likely to be women, are
(1983) [ questionnaire. Data were pfy grap worried about their health, do not consider themselves to be
actors. - o ;
collected from 181 respondents. opinionated individuals, and are unmarried.
An empirical study was done Life Insurance, As per the findings, the most significant predictor factors of life
: . e . demographic factors,| Lo - .
Burnett | using multiple classification Psvch hi insurance demand were faith in the conventional work ethic,
d Pal . sychographic S S L h
6 [and Palmer| analysis. Data were collected - irrationality, socialization preference, religious prominence, and
18] factors, Multiple - L
(1984) 1! |from 181 respondents through a [P assertion. The most accurate demographic indicators were
: - classification . - :
questionnaire. . earnings, number of children, and education.
analysis.
Age, level of education, and income level are characteristics that
Empirical research was done Life insurance influence the demand for life insurance. These demand function
Truett and |- P . ; ! predictions are also in line with the theory that Mexico has a far
using a regression model and socioeconomic - - o
7 Truett | . - . greater income elasticity of life insurance demand than the US
(34] [ime series data from U.S. and  |factors, comparative . -
(1990) Mexico stud does. This result matches other studies that have found that
' v demand for life insurance is more sensitive to income at lower
income levels than at considerably higher income levels.
Age, income, family size, and the number of wage earners all have
. a big influence on insurance demand. However, the significant
Showers A.” emplr_lcal stud_y was done Life insurance, relationships discovered in the total demand model suggest that it
using Tobit analysis. Data was - .
and households, is also necessary to look at the disaggregated demand models. By
8 - collected from 1723 households . S - - - .
Shotick | demographic taking into consideration two-way causalities and/or correlations
r337| inthe U.S. through Consumer . . :
(1994) Expenditure survey data variables. among error terms, this method would more precisely produce
P y ' estimations of parameter values for the disaggregated demand
models.
The amount of life insurance purchased by both partners was
Empirical research was done projected to be impacted by their income and the value of their
. using - family's production. The research revealed that there were
Gandolfi - Life insurance - - - :
: Tobit model. . considerable differences between husband and wife needs for life
9 |and Miners| ownership, gender, | . - e
1996) 1141 Survey data was collected from income insurance services. Although both partners' income levels are the
( ) 1906 households through ACLI ) main determinant of whether they own life insurance, there is
and LIMRA in 1984. evidence that family production contributions also have an impact
on this choice.
An empirical study was done The most important determinants of life insurance purchase are
Beck and using lifetime utility and Life insurance, inflation, income per capita, banking sector growth, and religion.
10 | Webb regression models. Panel data | determinants, cross |  The purchase of life insurance is not strongly correlated with
(2003) 1! were collected from 68 country, panel data. {factors like education, life expectancy, the young dependence ratio,
countries. or the value of the social security system.
1 Zietz Review Paper Life Insurance One of the most important factors affecting the demand for life
(2003) [ P demand, insurance was age, along with factors like income, education,
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demographic marital status, family size, and employment. The author also noted
variables, socio- that several studies discovered inconsistent and inconclusive
economic variables. | findings for certain life insurance demand drivers including age
and family size.
The majority of policyholders are between the ages of 21 and 30
Bodla and An empirical study was done and between 31 and 40. The private business sector is where the
12 | Verma using descriptive analysis. Data| Life insurance, majority of customers fall, followed by the service sector and
2007) 6] was collected through a survey | buyer's behavior. | agriculture. Most individuals invest in money-back plans, whole
( ) of 200 respondents from India. life insurance, and endowment plans, in that order. Most
policyholders are covered by LIC's insurance.
Empirical research was done Life i The demand for insurance is positively influenced by income,
. . . ife insurance, . . . . .
Okura and| using regression analysis and fi - children, pensions, bankruptcy history, assets, and financial
. L inancial knowledge,| . . ;
13 | Kasuga | simultaneous estimation. Data and socioeconomic literacy. Government workers don't purchase a lot of insurance.
(2007) [2°1| was collected through a survey factors The demand for life insurance is unaffected by economic volatility.
of 2004 respondents from Japan. ' Families that have filed for bankruptcy like public life insurance.
An e_mplrlcal study was d one Life insurance, |The degree of anxiety, the state of the economy, and the awareness
Zhang et using Structural Equation : e e . . h .
d purchase behavior, | of life insurance all significantly improve the intention to buy it,
14 | al. (2007) | Modelling. Data was collected - e .
137] Structure Equation and the state of the economy also significantly improves the
through a survey of 426 - .
: Model decision to buy it.
respondents from China.
Theoretical Paper used a Lif_e insurance, . . . .
. - .| Savings, bequest Only future earnings, the magnitude of bequests, risk attitudes,
Zhu (2007)|discrete-time model, exponential| = ; : . . . . ) :
15 [38] - . intensity, risk  |survival probabilities, and insurance risk premiums have an impact
utility function, and power - . b S S
- - attitude, survival on the decisions made by individuals to obtain life insurance.
utility function. -
probability.
Chui and An emplrlcgl study was tlone National culture, life| The results demonstrate that individuality has a favorable impact
using regression analysis. Cross- - e h
16 Kwok insurance on life insurance usage. Male/female roles and distant power have
2008) l101| COUNtry data was collected from| 0 ooy unfavorable impacts
( ) 48 countries. ption. pacts.
Em.plrlcal research was d.one e Life insurance use is influenced favorably by key factors such as
using panel data regression Life insurance, . - . . .
Sen (2008) . gross domestic savings, financial depth, and average lifespan.
17 [32] models. Panel data for 12 Macroeconomic . - A .
- - Negative effects include urbanization, the ratio of young to old
selected Asian countries was factors. . . -
. dependents, the adult literacy rate, and inflation.
collected in the study.
A'? emplrlqal s_tudy was d(_)ne - The research reveals that before and after the tax reform, two quite
using multivariate regression Life insurance - o
Hecht and - - distinct consumer groups purchased endowment life insurance.
and Probit analysis. Data was demand, tax . L 8 .
18 | Hanewal . . . . Demand for endowment insurance rises in response to financial
nsj| collected through a survey of |incentives, financial - - A - .
(2010) . advisor recommendations. Endowment insurance is more likely to
4723 respondents from literacy. - - .
be purchased by families looking to protect their dependents.
Germany.
E_mplnca_u r_esearch was done Life insurance, Members of a household with a steady income had the greatest
Kakar and | using logistic regression. Data demand, e - o
. levels of life insurance knowledge and ownership. Urban families
19 | Shukla was collected from 63016  |demographic factors,| =~ . . ; - . -
122] - - : - 'l with a higher emphasis on immediate demands for savings had a
(2010) respondents in India through | and socioeconomic decreased tendency to purchase life insurance
NCAER Survey Data. factors. yop )
Insurance premiums According to actual income, the life insurance premiums are
. nce p 'linelastic, indicating that they are necessities and non-life insurance
Leeand | Panel Data from 36 Countries | real income, non- remiums are elastic, indicating that they are luxury goods. The
20 Chiu (1979-2007) was used in this linearity, panel P T 9 It Y gooas.
[24] - income elasticities of insurance premiums also show a similar
(2012) study. smooth transition | . . - - : .
- rising trend over time, suggesting that the influence of economic
regression. - S
development on insurance rates has been more significant recently.
An empirical study was done S . . . .
Liebenberg| using regression analysis. Data |  Life insurance, wolrzll/ er];sallrl] Ililrfliézjk\?vz?r? rrﬁ%ﬁé?ﬁ]v'nﬂ%\?\/'ﬂg’lﬁggcztzr:';? Z%Vin
21 et al. was collected from 1479 demand, Life events P g - P 'g
[25] - coverage. In the event of unemployment, divorce, or a spouse's
(2012) respondents in the U.S. through e L .
asurvey death the life insurance policy's coverage is reduced or canceled.
Park and Empirical research was done | Non-life insurance, (In nations where a significant proportion of society follows Islamic
22 | Lemaire using regression models. Panel | cultural variables, | beliefs, non-life insurance usage is negatively affected. Three of
2012) [30] data were collected from 82 econometric Hofstede's cultural elements were of specific significance:
( ) countries. analysis. Individualism, power distance, and avoiding uncertainty.
An empirical study was done Micro-life insurance participation is strongly connected with the
Arun et al using the Probit model and Financial markets, dependents or the number of children living in the family,
23 (2012) (3] | Tobit model. Data was collected| microinsurance, life| suggesting a potential bequest incentive. Compared to their less
through a survey of 330 insurance. wealthy counterparts, households with greater financial stability
households from Sri Lanka. purchase more micro-life insurance.
Empirical research was done - . .
Annamalahlusing the Logit model. Data was| - Profiling, Ilfe_ Age, f[he number of children, employmeqt, qn_d the presence of a
24 2] insurance, married | working spouse was shown to be of no significance, but income
(2013) collected through a survey of - o Y
- couples. and education are positively correlated with life insurance demand.
525 households from Malaysia.
25 | Buzatu Theoretical Paper Life insurance, The study considered the variables that determine whether an
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(2013) [°! social norms,  |individual should be covered against risk as well as the scenario in
behavioral, which a person will be covered against the damage(s) produced by
decisions, emotions,|  the event regardless of the event's low likelihood. The study
and culture. provided a comprehensive knowledge of behavioral factors with an
emphasis on the Romanian market.
An e_mplrlcal study was done Insurance consumer |Individuals' demographic and socioeconomic traits affect how they
L using factor analysis and . ; R
Ulbinaite . . - behavior, purchase behave while buying insurance. Young people depend on the
multiple regression analysis. . . . f - h o
26 etal. decision making, [expertise of the insurance service provider. When deciding whether
1357| Data was collected through a S - A - - .
(2013) purchase inclination,| to buy insurance, families without children consider a wider range
survey of 336 respondents from .
. - determinants. of factors.
Lithuania.
The study examined how risk aversion affects the cancellation of
. | Empirical research was done . insurance policies. They discovered that the lapse of life insurance
Madhavi | - L Adverse selection, AR : . .
using a logistic model. Data was - . policies is highly influenced by factors including age, gender, and
27 | and Abed lapsation, risk - . - . . .
(2015) collected through a survey of aversion marital status, which they utilized as risk aversion proxy variables.
1000 respondents from Iran. ' It was found that those with low-risk aversion were more likely to
let their insurance lapse.
An gmplrlcal study was _done Attitude, emotional
Hakkak et|  using Structural Equation - - . . . .
: marketing, savings, The study found that there is a positive relationship between
28 |al. (2016) | Modeling. Data was collected g : h : A :
[16] life insurance, emotional marketing, customer attitude, and buying intention.
through a survey of 384 - -
intension.
respondents from Iran.
The study analyzed the preferences of customers while life policy
Empirical research was done - investment decision-making. Various reasons to take insurance
Deshmukh| = L - Life insurance S - - R
using descriptive analysis. Data . policies have been discussed in the paper. The study area is limited
29 |and Jadhao policies, reasons to S .
o018) [111] Was collected through a survey take life insurance to Nagpur District in Maharashtra. The paper concludes with that
( ) of 200 respondents from India. " | most of the respondents take insurance policies for “Savings” and
“Wide risk coverage.”
An empirical study was done Life insurance,
30 Keat et al. |using multiple linear regression. engineering The research concluded that emotional marketing positively affects
(2020) 81| Data was collected through a | students, purchase client attitudes and purchasing intentions.
survey of 183 respondents. intention.
The conceptuuzﬂiztudy was done According to the conceptual framework of the theory of planned
sing , Intention, life behavior, the study analyzed life insurance purchase intentions
Mai | regression, SPSS; . . . ; . o . .
31 ai et al. exploratory factor analysis insurance, Theor.y of among regdents of Vietnam's two major cities, Hanoi and Ho Chi
(2020) 271 , ! planned behavior | Minh City. The data show that customers' decisions to purchase
KMO, and Bartlett’s test. Data e - . .
(TPB). life insurance were influenced by their purchasing purpose,
was collected through a survey . . : . .
attitudes, financial expertise, and product accessibility.
of 358 respondents.
People's perceptions of a life insurance policy are significantly
influenced by psychographic factors including awareness and
Awareness, life | preference/benefits. A consumer's demographic profile influences
Peter and The study used a comprehensive| insurance (LI) [their decision to purchase a life insurance policy by increasing their,
32 | Sachdev model. Purposeful sampling was|industry, perception,| awareness of the many product possibilities and their demands.
2021) [31] done and data was collected preference, After acquiring this essential knowledge, the investor evaluates the
( ) from 100 respondents. psychographic benefits provided by numerous goods and selects those they find
variable. most appealing. The perspective of whether to purchase a life
insurance plan is further developed now that information and
choice have been created.

This table reviews various studies starting from the late *90s

till now. It depicts the various available factors that affect
the opinions of people to purchase a life insurance policy.
These factors are broadly divided into three main factors
i.e.,, demographic, socio-economic, and psychographic
factors. In demographic and socio-economic factors, it is
found that age, gender, educational background,
employment, income, net worth, marital status, average
lifespan, number of children, family size, inflation, etc. are
the variables that influence the decision of people to
purchase a life insurance policy. Whether some studies
provided contradictory findings, concluding that factors
such as age, education, employment, life expectancy, the
presence of a working spouse, the number of children,
urbanization, the ratio of young to old dependents, the adult
literacy rate, inflation, etc. do not influence a person's
decision to purchase a life insurance policy. And in
psychographic factors, it is found that attitudes, beliefs,

personal values, trust, awareness, preference/benefits,
purchasing purpose, and buying intention are among the
factors that influence a person's decision to acquire life
insurance.

Conclusion

According to this study, several demographic,
socioeconomic, and psychographic variables influence a
consumer's perception of purchasing any life insurance plan.
The most important deciding factor is the
customer's perception of the product, based on which they
choose whether to buy it or not. A person's decision to buy a
life insurance product begins with their demographic
profile, which raises knowledge of the various product
options and their needs. After gaining this fundamental
understanding, the investor compares the advantages offered
by several goods and decides which ones they prefer. Now
that knowledge and preference are present, the perception of
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whether to buy a life insurance product is further developed.
Therefore, this study identified significant demographic,
socio-economic, and psychographic factors that influence
the choice to buy a life insurance product from a pool of
different possible investment choices. The results of this
study should be helpful to agencies that make policy
decisions and life insurance companies. Companies offering
life insurance will be equipped to identify the factors

influencing an

individual's decision to invest in life

insurance. Because of this, life insurance firms will have
better tools to market and sell the ideal life insurance plans
tailored to the requirements of customers. The results of this
study will help the general public, life insurance companies,
and the government better understand the variables that
affect Indians' ownership of life insurance.
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