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Abstract 
 

Underinsurance and non-insurance have been identified by researchers, policy makers, and the 

insurance industry as a significant problem in Australia. With a focus on personal insurance 

products, this thesis aims to explore whether underinsurance and non-insurance is a problem 

and what drives people’s decisions to purchase or not to purchase personal insurance. At this 

stage, little academic research has been conducted in the area of financial planning, and 

personal insurance, in particular. While the insurance industry has published numerous reports 

about the underinsurance problem in Australia, these publications are not academic and may 

be perceived as being biased.    

This research is important because if underinsurance is a significant problem in Australia, it 

can have negative effects on individuals, businesses and the society as a whole. If unfortunate 

events take place, and people do not have or have inadequate personal insurance coverage, they 

may be forced to apply for government payments to support them through difficult times. 

Although an adequate personal insurance coverage will not take away emotional pain caused 

by the death or illness, it can help to alleviate the financial burden of the insured individual 

who is unable to work due to injury or disability, or if the main breadwinner passes away. The 

research questions to be addressed by this thesis explore what are the factors and personal 

characteristics that influence individuals to purchase personal insurance products, as well as 

the factors that act as a deterrent.  

Other important factors explored include whether respondents are overconfident about their 

knowledge of insurance and overconfident about holding adequate personal insurance policies; 

their level of personal insurance literacy; any correlation between increased personal insurance 

literacy and their purchasing behaviour; the extent of respondents’ need for personal insurance; 

and respondents’ level of underinsurance or shortfall with personal insurance policies. 

To answer the research questions, a two-stage process of collecting data was conducted. The 

first stage involved conducting interviews with both informed participants (financial advisers) 

and consumers. The second stage of data collection involved carrying out a large-scale survey 

of the general public in Brisbane and the Gold Coast areas.  

The theoretical academic literature highlighted some aspects which could act as deterrents 

when making rational decisions, including: the idea of mental accounts, procrastination, 

various emotions, bounded rationality, inability to understand loss probabilities and low 
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financial and insurance literacy. These factors identified in the theoretical academic literature 

might influence people’s decision-making when deciding to purchase personal insurance, so 

examining these factors could assist in answering the research questions.  

The insurance industry literature largely identifies the main reasons why people do and do not 

purchase personal insurance products. Some of the reasons identified for not purchasing 

personal insurance included: perceived high cost, not having children, not seeing value and 

importance of personal insurance, having low insurance literacy, not trusting insurance 

companies and financial advisers, and not seeing personal insurance as a priority.  

In the Stage One interviews with informed participants and consumers; it was found that the 

reasons for purchasing and not purchasing personal insurance policies were similar to the ones 

identified in the industry publications. Insurance literacy was seen to be very low among the 

interviewed consumers, which was further confirmed by the interviewed financial advisers. 

Low insurance literacy is of concern, as this may cause people to make wrong decisions. It was 

also identified from the interviews with financial advisers that the main reason for cancelling 

existing policies was due to unaffordability, with other reasons including: a switch to another 

policy due to having some problems with insurance companies; or because they were advised 

by their financial adviser that another product suits their needs more; and because they no 

longer required the cover due to decreased liabilities. Most financial advisers thought that to 

be adequately insured, it was important to address all liabilities of the client and make sure 

there is money left for the surviving spouse and children to live on. 

In Stage Two, the survey examined various demographic groups to see which ones were most: 

underinsured, in need of personal insurance, confident about their knowledge and the adequacy 

of the personal insurance held, as well as their level of personal insurance literacy. The 

relationship between personal insurance literacy and the level of personal insurance shortfall 

was also examined, and it was concluded that those who had higher level of personal insurance 

literacy were also better insured. On average, the demographic groups which held higher levels 

of personal insurance were identified to be: males, people belonging to some religion, those 

who worked in the financial services industry, respondents aged between 35-54, those who 

worked on a full-time basis and self-employed, those who held undergraduate and post-

graduate degrees and those who belonged to the two top tax brackets. When individual 

respondents were examined in relation to their underinsurance levels, it was found that the 

majority of them were underinsured, which was consistent with the industry publications 

reporting on underinsurance levels in Australia.  
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Given the findings from Stage One and Two, various recommendations were made, including 

how financial advisers are perceived within their own industry, particularly to move away from 

being sales people to professionals providing services in the best interest of their clients. To try 

to improve personal insurance literacy, people need to be encouraged to seek professional 

advice; as well as it would be beneficial to introduce a compulsory personal finance subject at 

school. 
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Glossary of Terms 
 

Active risk retention recognition and deliberate decision to retain all or 

part of a risk by an individual  

Adverse selection effort by one person with a greater than average 

chance of loss to secure insurance at average 

(standard) rates 

Agreed value policy a policy in which the insured monthly benefit is paid 

even though the insured has suffered a decline in 

income   

Australian Competition and 

Consumer Commission (ACCC) 

an independent Commonwealth statutory authority 

that administers The Competition and Consumer 

Act 2010 and other statues  

Australian Financial Services 

Licence (AFSL) 

a licence issued by ASIC to an individual or body 

corporate that allows the holder to carry on a 

financial services business 

Australian Prudential Regulatory 

Authority (APRA) 

a statutory authority that oversees banks, credit 

unions building societies, general insurance, life 

insurance, reinsurance companies, friendly societies 

and most members of the superannuation industry  

Australian Securities and 

Investment Commission (ASIC) 

a Commonwealth Government department 

responsible for the regulation of companies to 

ensure confidence and integrity in the financial 

marketplace and protection of investors  

Bankruptcy the inability to meet debt commitments 

Benefit period the period of time that the insurer will pay the claim 

Broker insured’s representative who determines the client’s 

insurance needs 

Centrelink the Federal Government agency which administers 

the payments of government pensions and 

allowances 

Certificate of insurance a certificate issued by an insurance company that 

verifies that a certain insurance policy providing 

coverage for the named insured/s is in force for the 

stated amounts 

Commission a fee paid to a planner by a product provider for 

recommending a particular product to a client 

Comprehensive motor vehicle 

insurance (motor vehicle insurance) 

insurance covering damages to the insured vehicle 

and other cars involved in an accident. This 

insurance also provides a payout if the insured 

vehicle is stolen.  
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Concessional superannuation 

contributions 

are contributions made by an employer for a 

member or by a member personally, where a 

deduction has been allowed and the contributions 

are included in the assessable income of a 

superannuation fund. Concessional contributions are 

generally taxed at 15%.  

Degree of risk  

 

a measure of the accuracy with which the outcome 

of an event based on chance can be predicted 

Dependant a person who relies on another, financially, 

emotionally or in some other capacity 

Disability support pension a pension paid to people who have a physical, 

intellectual or psychiatric impairment 

Disposable Income is defined as the total private (earned) income of the 

person plus transfer income plus childcare tax 

refund amounts received less income tax and 

Medicare levies 

Duty of disclosure an insured’s obligation to make a full disclosure of 

every material fact that might cause a reasonable 

insurer to refuse to insure a risk or require a higher 

premium 

Excess the amount of insurance risk which is retained by 

the individual rather than transferred through 

insurance 

Exclusions indications of the circumstances under which the 

policy would cease to provide cover 

Exposure a person’s or property’s vulnerability to loss 

Fee-for-service a remuneration model where the client is billed 

directly by the financial planner for the service they 

provide based on an agreement with the client  

Fiduciary obligation a legal or ethical relationship of trust between two or 

more parties  

Fiduciary responsibilities to act in good faith and to put the interest of others 

(members) ahead of your own 

Financial adviser a natural person who provides financial product 

advice to a retail client and is either an AFSL or a 

representative of an AFSL 

Financial services business a business that provides financial services 

Financial Services Guide (FSG) a disclosure document that helps retail clients decide 

whether to obtain financial services from the 

providing entity 

Fortuitous losses are losses from unanticipated causes that are the 

result of chance 
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Fraudulent claims are claims made with the intention to deceive and 

defraud the insurer by getting money that the 

insured knew they had no right to 

Fraudulent misrepresentation an inaccurate statement made knowingly believing it 

to be untrue, or an inaccurate statement made 

recklessly 

Fundamental risk a risk that affects the entire economy or large 

numbers of persons or groups within the economy  

Future insurability a clause in an insurance contact which provides the 

insured with the opportunity to purchase more cover 

at future nominated dates without providing further 

evidence of health status  

Gross Domestic product (GDP) refers to the market value of all officially recognised 

final goods and services produced within a country 

in a given period. GDP per capita is often 

considered an indicator of a country's standard of 

living. GDP per capita is not a measure of personal 

income 

General insurer a body corporate that is authorised by APRA to 

carry on insurance business in Australia  

Hazard a condition that increases the probability of losses, 

their severity or both 

Health insurance is insurance against loss caused by accidental bodily 

injury or sickness 

Hedging reducing or transferring the risk of loss through 

price fluctuations 

Homemaker someone who manages a household, especially as 

their main daily activity  

IFSA the Investment and Financial Services Association 

Limited 

IMF the International Monetary Fund (IMF). The 

organisation's stated objectives are to promote 

international economic cooperation, international 

trade, employment, and exchange rate stability, 

including by making financial resources available to 

member countries to meet balance of payments 

needs. 

Income Protection (‘IP’) insurance type of insurance that provides for regular sums to 

be paid while an insured is unable to work owing to 

sickness or injury  

Indemnity a legal principle that insures the insured is restored 

to the same or approximately the same position after 
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a loss as was enjoyed immediately prior to the loss, 

subject to policy terms 

Innocent misrepresentation an inaccurate statement made without fraudulent 

intent 

Insurable interest in economic terms, when an insured had suffered a 

pecuniary or economic loss through the damage to 

or destruction of the subject matter of the insurance 

Insurance literacy The ability to make informed judgments and to take 

appropriate actions about the current and future use 

and management of insurance. 

Intermediaries those who arrange insurance for a client - that is, 

agents and brokers 

Key person someone who contributes significantly to the 

organisation and who would be difficult to replace 

in the event of their premature death or permanent 

disablement 

Law of large numbers the greater the number of observations of an event 

based on chance, the more likely the actual result 

will approximate the expected results 

Liability insurance type of insurance that protects the insured against 

the consequences of being held legally liable for 

injury or damage caused to third parties 

Life expectancy how long a person is expected to live based on their 

gender and current age as determined by the 

Australian Government Actuary’s life expectancy 

tables  

Lifewise is a public awareness initiative of the Australian life 

insurance industry encouraging Australians to take 

appropriate steps to protect themselves from the 

financial hardship that can result from accident, 

sickness or death  

Life insurance type of insurance that provides for the payment of 

an agreed lump sum in the event of death of the 

insured during a specified period   

Life insurance company a company registered under the Life Insurance Act 

1995 (Cwth) 

Listed perils an insurance contract which lists the events (perils) 

covered. Therefore, events not listed are not covered 

Loss prevention is prevention of loss through activities that reduce 

its frequency 

Loss reduction prevention of loss through activities that reduce its 

severity after it occurs 
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Mortgage a loan that had to be repaid to an institution that 

holds the title to a property; a contract between a 

lender and a borrower which pledges real estate as 

security for a loan  

NATSEM is the National Centre for Social and Economic 

Modelling (NATSEM), a research centre within the 

University of Canberra. NATSEM undertakes 

independent and impartial research, and aims to be a 

key contributor to social and economic policy 

debate and analysis in Australia and throughout the 

world through economic modelling of the highest 

quality, and supplying consultancy services to 

commercial, government and not-for-profit clients.  

Negligence failure to exercise reasonable care 

Non-concessional superannuation 

contributions 

are generally contributions made in the year by an 

individual that are not included in the assessable 

income of a superannuation fund.  In most cases, 

these are un deducted contributions form after-tax 

income. If, in a particular year, the member makes 

non-concessional contributions in excess of their 

contribution caps, the excess amount is generally 

assessed to excess non-concessional contributions 

tax.  

Objective risk the variation of actual loss from the expected loss 

Particular risk a risk that affects only individuals and not the entire 

community  

Perils the immediate causes of loss 

Personal advice financial product advice that is given to a person and 

has considered one or more of a person’s objectives, 

financial situation and needs 

Personal risks are risks that directly affect an individual or 

business 

Policyholder the person or entity that owns the life policy, pays 

the premiums and received the benefit payable 

under the policy 

Pooling the spreading of losses suffered by the few over the 

entire group, so average loss is substituted for actual 

loss 

Premium the cost of taking out insurance  

Product disclosure statement (PDS) an offer document designed to provide information 

about a managed investment scheme to investors, 

including its risk, cost, return objectives, and other 

information  
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Purchasing Power Parity theory 

(PPP) 

theory suggesting that exchange rates will adjust 

over time to reflect the differential in inflation rates 

in the two countries; in this way, the purchasing 

power of consumers when purchasing domestic 

goods will be the same as that when they purchase 

foreign goods    

Pure risk a risk that involves only the possibility of loss or no 

change in condition 

Range of error the extent to which actual losses may be more or 

less than estimated 

Regulatory Guide 146 a regulatory document that sets the minimum 

standards of education for financial services 

practitioners 

Reinsurance a system whereby insurers who deal with the 

insuring public (direct insurers) transfer all or part 

of an insured risk to other insurers known as 

reinsurers  

Remaining Income is defined as income that is available to the family to 

spend. It should give a reasonable indication of the 

amount available for the everyday living expenses 

of the family. It is calculated as the disposable 

income less mortgage repayments (principal and 

interest) and net childcare costs. Alternatively, it is 

gross income less tax, Medicare, childcare and 

mortgage repayments. 

Rice Warner Actuaries is the leading independent voice in the Australian 

financial services industry.  

Rider benefit a change or amendment to the original policy 

Risk a condition that gives rise to a possibility of an 

adverse deviation from an expected outcome 

Risk avoidance the elimination of any chance of loss by abandoning 

an existing loss exposure or never acquiring it in the 

first place  

Risk control techniques used to reduce the frequency and severity 

of the incurred loss 

Risk management the systematic application of management policies, 

procedures and practices to the tasks of identifying, 

analysing, assessing, treating and monitoring risks 

Risk profile the degree of risk to which an individual or family is 

exposed 

Risk retention is retention by an individual or business of all or 

part of a given risk   



 10 

Risk transference is a transfer of pure risks from an insured to an 

insurer who is in a better financial position than the 

insured to pay for any loss 

Scope of the advice the nature of the advice sought by the client, 

including any client or adviser limitations   

Self-insurance deliberate retention of an insurable risk by 

organisations 

Speculative risk a condition in which there is a possibility of loss or 

gain 

Statement of Advice (SOA) a disclosure document that helps a retail client to 

understand and decide whether to rely on personal 

advice 

Stepped premiums a policy feature in which premiums increase each 

year on the policy anniversary in line with the life 

insured’s age 

Total and Permanent Disability 

(TPD) insurance 

type of insurance that provides for the payment of 

an agreed lump sum if the insured is totally and 

permanently disabled either physically or 

cognitively 

Trauma (or crisis) insurance type of insurance that provides for the payment of 

an agreed lump if the insured person is diagnosed 

with one of a list of specified conditions such as 

heart attack, cancer or stroke 

Uncertainty a state characterised by doubt, based on a lack of 

knowledge about what may or may not happen in 

the future 

Unconscionable conduct taking advantage of someone in a transaction in a 

way that offends the conscience 

Underwriting the process of classifying potential insureds into 

appropriate brisk categories so an appropriate 

premium can be charged 

Underinsurance where the payout from an insurance policy as a 

result of an event is not able to restore the individual 

to the financial position they were in prior to the 

event 

Underwriting the process by which the insurer assesses the risk 

associated with an individual or a group of 

individuals and provides insurance coverage at a 

price commensurate with the risk 

Utility an abstract measure of the satisfaction or benefit that 

an individual gain from consuming a given amount 

of goods or services in an economy  
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Utmost good faith the greatest or highest degree of honesty of purpose 

or sincerity of declaration 

Waiting period the period of time when no claim payment is made 

Warranty in the incurrence context, a term of the insurance 

contract that, if breached, entitles the insurer to 

repudiate the contract 

Whole-of-life insurance life insurance designed to offer ongoing insurance 

coverage per the course of an insured’s entire life or 

on attaining a specified advanced age, such as 95 or 

100 years. 

Workers compensation insurance type of insurance that covers for job-related injury 

resulting from illness or accident 

The World Bank is an international financial institution that provides 

loans to developing countries for capital programs. 

The World Bank's official goal is the reduction of 

poverty.  
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Chapter 1: Introduction 

 

1.0    Introduction  
 
Life is full of uncertainties and risks which are faced by people on daily basis. Some risks and 

uncertainties can be eliminated, while some cannot be. Negative effects of risks and 

uncertainties can manifest in emotional and/or financial losses. While the effects of emotional 

losses can be difficult to minimise, negative effects of financial losses can be minimised, 

particularly with the help of appropriate insurance policies.      

 
The earliest record of reference to recognition and management of risk can be found in Babylon 

as early as 4000-3000 BC (Thoyts, 2010). In Australia, insurance also has a long history, with 

British insurance companies first starting to set up agencies in Sydney and Hobart as early as 

1830 (Swiss Re, 2013/2017). Insurance was introduced as a mechanism to transfer risk from 

the insured individual to the insurance company (Teale, 2008, 2013, 2016). Worldwide people 

can be aware of insurance as a way to manage risk and uncertainty. Insurance historically has 

been an important protection tool allowing people to manage their risks, whether it be for 

business, property or in relation to themselves: such as protecting their income in case of 

sickness or disability, and providing money to loved ones upon their death. Insurance is seen 

as part of the financial planning industry, and in October 2019, the Australian financial 

planning industry market size was five billion dollars, employing 24,512 people and having 

20,971 financial planning businesses established around the country (IBISWorld, 2019).  

 
While it is acknowledged that insurance is important, there is concern that people can be 

underinsured; with either no insurance or insurance not of a sufficient amount to cover their 

losses should the insured event occur. In relation to personal insurance compared to general 

insurance, the understanding about why people do or do not hold appropriate levels of personal 

insurance is not complete. In particular, the understanding of importance of personal insurance 

is very limited.  

 
There can be an apprehension about the extent that insurance companies do pay out claims. 

According to InsuranceWatch (2020) life insurance companies pay out more than 90 percent 

of all claims, with the overall percentage of claims paid being between 92 percent and 93 

percent in the years 2016, 2017 and 2018. However, the percentage of claims paid out can vary 

depending on the type of insurance and how it was purchased. The percentage paid for Life 

insurance and Income Protection (IP) claims was higher than for Total and Permanent 
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Disability (TPD) and Trauma insurance claims. It was also found that those people who bought 

Life Insurance directly from insurance companies, had a lower claims payout compared to fully 

underwritten policies taken out through financial advisers (InsuranceWatch, 2020).  

 
In June 2019 Australian Securities and Investments Commission (ASIC) and Australian 

Prudential Regulation Authority (APRA) released updated statistics on the payout rates for 

various types of personal insurance and insurance companies for the 12-month period ending 

31 December 2018. For Life insurance claims, statistics show that the acceptance rate for the 

industry as a whole was 96.3 percent, and the average time for Life insurance claim to be 

accepted was 3.1 months. For TPD insurance the acceptance rate for the industry as a whole 

was 86.6 percent, and the average time for claims to be accepted was 8.2 months. For Trauma 

insurance the acceptance rate for the industry as a whole was 86.6 percent, and the average 

time for claims to be accepted was 1.9 months. For IP insurance, the acceptance rate for the 

industry as a whole was 95.1 percent, and the average time for an IP insurance claim to be 

accepted was 1.6 months (InsuranceWatch, 2020). It is important to identify how people 

understand insurance, because it can provide them peace of mind knowing that they are covered 

for specific unforeseen events. 
 
 
The financial planning industry has faced many challenges from consumers and policymakers. 

Due to various unlawful activities undertaken by some financial planning companies, such as 

Storm Financial and Commonwealth Financial Planning (CFPL), the financial services 

industry has faced a lot of criticism from the policymakers. This has resulted in the ongoing 

emergence of regulations, and mistrust from the general public. Commissions charged by most 

financial planning businesses have also been unfavourably perceived by customers and the 

policymakers (Royal Commission, 2019). As a result, the policymakers throughout the years 

have been coming up with various ways to regulate the industry and the way financial advisers 

conduct their business and their fee structure. The main objectives of these reforms have been 

to try to improve the trust and confidence of the general public in the financial services industry 

and ensure the availability, accessibility and affordability of high-quality financial advice. 

Some examples of the reforms include: Competition and Consumer Act 2010, Australian 

Consumer Law (ACL), Corporations Act 2001, Corporations Amendment (Future of 

Financial Advice ) Act 2012,  Anti-Money Laundering and Counter-Terrorism Act 2006, 

National Consumer Credit Protection Act 2010, Financial Services Reform Act 2001 (FSRA), 

Royal Commission into Misconduct in the Banking, Superannuation and Financial Services 

Industry (2019). It is important that the general public has trust and confidence in the financial 

https://www.accc.gov.au/about-us/australian-competition-consumer-commission/legislation
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planning industry and financial advisers, in particular, to make sure that more people get advice 

on the adequate personal insurance coverage, and subsequently assist in reducing the 

underinsurance problem.  

 
This thesis seeks to examine what drives people’s decision-making when purchasing personal 

insurance products. It also seeks to increase the understanding of the general public about the 

importance of personal insurance. The other important role of this thesis is to determine if an 

underinsurance problem indeed exists within the context of decision-making tendencies.  

 
The next section will highlight the importance of insurance and address some of the main 

negative effects of holding inappropriate levels of personal insurance covers. The rest of the 

chapter will introduce the importance of personal insurance and subsequently highlight the 

importance of the research being carried out; describe the mechanism and state the definition 

of personal insurance; identify different types of personal insurance policies examined in this 

thesis; introduce history of insurance; identify the underinsurance problem in Australia; outline 

the regulatory framework; describe the methodology used; identify contributions of this study; 

outline the structure of the thesis and provide a conclusion.  

 

1.1    The importance of the research  
 
Life expectancy in Australia is the seventh longest in the world (Scutt, 2016). Australia is seen 

as having advanced industrial and service sectors and backed by strong agricultural and mining 

sectors (The Conversation, 2015). Considering these facts, it could be assumed that the 

majority of the population would be holding appropriate personal insurance policies in their 

financial plans and would be able to afford insurance premiums. However, there is concern 

from the insurance industry that overall Australians are underinsured (Rice Warner, 2018).  

 
The purpose of the thesis is to assess the factors that influence people’s decision-making 

process when they consider purchasing personal insurance products and how this may 

contribute to underinsurance. It will also be determined by conducting a survey if people are 

indeed underinsured. This is important because underinsurance and non-insurance could 

potentially lead to devastating consequences, both financial and non-financial, if unfortunate 

events, such as death or serious illness, were to take place. Risk of premature death, loss of 

income due to injury or disability, permanent incapacity and medical traumatic conditions are 

all very real risks, which could affect every Australian at any point of their life.  
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If each of the above-mentioned risks, is not covered by an appropriate form of personal 

insurance, it could cause severe financial hardships, the depletion of savings and reliance on 

extended family and the government’s social security payments. One of the possible problems 

with reliance on government payments is that they may be at a level lower than the usual mode 

of life for the person and may not be adequate to cover their cost of living (Laycock, 2018, 

2020). Additionally, it could mean for the government that extra funds will have to come from 

various sources, such as possible increases in taxes, increased external debt, or the cutting of 

funding to other areas. In contrast, if individuals were to take out their own adequate cover, 

and if the unforeseen events were to take place, they would be able to make a claim and gain a 

pay-out from the policy which would potentially provide for the person without relying on 

government support (Laycock, 2018, 2020).  

 
This section has highlighted the importance of the research and why it is being conducted. The 

next section will define the concept of insurance and provide an explanation about the 

mechanism of insurance.  

 

1.2    The mechanism and definition of insurance  
 
Appropriate insurance policies are able to minimise negative effects of financial losses 

associated with risks and uncertainties. In this section the mechanism of insurance and the 

definition of insurance will be discussed.  

 
It is important to identify the mechanism of insurance, because to understand how insurance 

works it is necessary to know what types of risks insurance covers and how risk is being 

transferred from the individual to the insurance company. The benefit of insurance can become 

evident once a loss has occurred, as it helps an individual to compensate for the loss suffered. 

However, insurance on its own does not prevent losses (Paradine, 1995). In fact, as a result of 

moral hazard, insurance has the theoretical potential to increase exposure to the loss event 

(Stone, 1999). The essential element of any insurance product is risk transference. The risk 

type that can be transferred through insurance is pure risk. Pure risk refers to those situations 

that involve only the possibility of loss or no change in condition. With pure risks, the only 

possible outcomes are adverse (loss) and neutral (no loss). Examples of pure risk include: 

damage to property caused by lightening, fire, flood or earthquake; premature death, medical 

illness and loss of job due to injury or disability (Teale, 2008, 2013, 2016). Risk transference 

involves transferring pure risk to the insurance company. What creates an insurance policy is 

the transference of pure risk from the insured to the insurer. The insurer takes on risk by 
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promising to financially compensate the customer should the insured event take place, as 

covered by the terms of the insurance policy. In exchange, the insurer receives an amount of 

money, referred to as the premium, from the insured to accept the risk and to create a valid 

insurance contract (Teale, 2008, 2013, 2016).    

 
The definition of insurance for legal purposes has usually been expressed in terms of contracts 

of insurance (Teale, 2008, 2013, 2016). The usual starting point for a definition of a contract 

of insurance is to refer to Channell J’s three-point test in Prudential Insurance Co v Inland 

Revenue Commissions (1904) (2 KB 658, pp. 662-3):  

 
“It must be a contract whereby for some consideration (premiums) the insured secures 

himself or herself some benefit (the payment of a sum of money or its equivalent) upon 

the happening of an event. The event should involve some amount of uncertainty. The 

event must be of a character more or less adverse to the interests of the insured” (Marks 

and Balla, 1998, p. 7). 

 
The next section will introduce the four types of personal insurance products which are 

examined in this thesis. A more detailed definition and discussion about the four types of 

personal insurance policies will be provided in Chapter Two.   

  
1.3    The types of personal insurance policies examined in the thesis  
 
In this thesis four types of personal insurance policies will be examined: Life insurance, TPD 

insurance, IP insurance and Trauma insurance. Life insurance provides financial protection for 

families and dependent relatives or to extinguish debt of the deceased (Teale, 2008, 2013, 

2016). If a financial contributor in a household was to die prematurely while holding Life 

insurance, the insurance company would pay the beneficiaries a lump sum of money. TPD and 

Trauma policies provide pay-outs to insured individuals in the event of total and permanent 

disabilities, such as loss of limbs, loss of eyesight, being paralysed, being cognitively impaired, 

and various medical illnesses clearly identified in the insurance policy. IP policies provide 

payments in the form of income streams when the insured is not able to work due to illness or 

disability (Teale, 2008, 2013, 2016). The reason why these types of personal insurances will 

be examined in this thesis is because there is limited academic research conducted in this area, 

and as a result, a greater understanding is required.  More detailed discussion about Life, TPD, 

IP and Trauma insurance will be provided in the following chapters. The next paragraph will 

introduce the history of insurance and explain how insurance, as it is known now, came into 

existence.    
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1.4    The history of insurance  
  
Insurance is not a new concept, with the earliest records of insurance going back to 4000-3000 

BC in Babylon. Traders from Babylon and China used to apply innovative methods to minimise 

the risk of loss associated with their trade and might be considered as the very early examples 

of insurance (Thoyts, 2010). Chinese traders, while crossing turbulent waterways used to 

distribute their carriage among many vessels so that even if some were sunk, the rest managed 

to safely pass through. Even though they did not have any monetary compensation attached to 

such events, their actions were still effective in reducing the risk, and can be classified as a 

measure of insurance against risk (Schwab, 2003; Bourhis, 2005). The more modern form of 

insurance came around after the Great Fire of London, when fire insurance was introduced by 

Nicholas Barbon. Later he was also responsible for opening the first insurance company of 

England “The Fire Office” that was involved in insuring frame and brick houses (Tripathy, 

2007). Hugh Chamberlen in the last decade of the 17th century introduced health insurance 

(Cutter and Viets, 1964). Life insurance first emerged in the 1830s as British insurance 

companies opened branch offices in the colonies. Australia’s first life insurance office was 

AMP, which was established by two Sydney businessmen and an Angelical clergyman in 1849. 

The aim of AMP was to benefit the clergy, other professionals, and their dependants in their 

old age (Scriven, 2008, 2013). In 1901 after federation, collector agencies emerged, with 

policies designed to bring savings and security to the general population. Collector agencies 

sold “Industrial insurance” that involved collection of regular premiums from low-income 

groups. These collector agencies dominated the Australian market until 1970s, however with 

the introduction of banking technology in the form of periodic debits, collector agencies 

became obsolete. In terms of regulations, in 1945 the Federal Government introduced 

regulation of financial services, which provided for formalisation of the Bank's powers in 

relation to the administration of monetary and banking policy, and exchange control. Under 

the 1945 legislation, a board ceased to exist and was replaced by an advisory council of six, 

comprising entirely from the Bank’s officials and the Treasury; the legislation specified that 

the Governor was responsible for managing the Bank. In 1960s IP insurance was introduced 

by the Australian Casualty and Life (now part of AXA Australia). In the 1980s multi-agencies 

emerged. Unlike agents who were tied by agreement to sell one insurer’s products, multi-agents 

could hold sales agreements with more than one life office and provide more choice for their 

clients (Scriven, 2008, 2013). Government regulations protected life companies from banking 

competition until the 1990s. With this brief historical overview, the next section will introduce 
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the discussion about the importance of insurance, which will be expanded upon in later 

chapters.    

 
1.5    The importance of personal insurance 
 
Personal insurance is used as a financial protection for a variety of personal purposes – for 

example, to protect income, to repay debts, or to provide for dependents. To minimise the 

financial loss that may result from the death or serious disability of a financial contributor to 

the household, it is important to implement suitable protection strategies, which means 

purchasing the correct level of appropriate personal insurance policies (Scriven, 2008, 2013). 

To add to the pressure, the sick person could also accumulate extensive medical bills, which 

would need to be paid. The pay-out from an appropriate insurance policy could help to alleviate 

bills and everyday expenses. This could mean that the insured individual may not need to rely 

on government benefits and continue to enjoy a familiar lifestyle (Scriven, 2008, 2013). The 

majority of people have some level of debts which they have accumulated through financing a 

range of lifestyle purchases, including the family home (Scriven, 2008, 2013). In unfortunate 

circumstances when a person dies, becomes disabled or suffers traumatic medical condition, 

loan repayments still need to be made and ongoing living expenses have to be paid. The 

importance of Life insurance, TPD insurance, IP insurance and Trauma insurance can be 

appreciated when the proceeds received via the claim can be used to make necessary loan 

repayments and maintain a current and familiar lifestyle. It is also important not to overlook 

the needs of a homemaker, because if something was to happen to that person, and they became 

unable to perform home duties, the earning partner would need to reduce the working hours or 

take time off work completely to look after the household or hire people to help with domestic 

duties, such as cooking, cleaning, child raising and the like. It could cost a significant amount 

of money to hire people to do the required domestic duties that a homemaker can provide 

(Scriven, 2008, 2013; McKeown et al., 2012, 2014; Jones, 2007). However, an insurance pay-

out, in most cases, could be helpful to cover these costs (Scriven, 2008, 2013; McKeown et al., 

2012, 2014; Jones, 2007). Therefore, it can be equally important to have appropriate levels of 

cover for both financial and non-financial contributors to the household. 

 
The following paragraph examine some of the data relating to serious illnesses, to illustrate the 

importance of personal insurance when unfortunate events do take place. It needs to be borne 

in mind that most of the conditions that will be discussed in this sub-section are covered by 

Trauma insurance. If a person has inadequate cover or no Trauma insurance at all, it makes 
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those medical conditions not only physically and emotionally draining, but also potentially 

financially devastating. 

 
The Cancer Council has used various sources to compile interesting facts on their website. An 

estimated 145,000 new cases of cancer were diagnosed in Australia in 2019 (Australian 

Institute of Health and Welfare, 2019), with that number set to rise to 150,000 by 2020 

(Australian Institute of Health and Welfare, 2012). Further, the Cancer Council stated that one 

in two Australian men and women will be diagnosed with cancer by the age of 85 (Australian 

Institute of Health and Welfare, 2019). In 2014, cancer was the second most common cause of 

death in Australia and accounted for about three in ten deaths (Australian Institute of Health 

and Welfare, 2019; Australian Institute of Health and Welfare & Australasian Association of 

Cancer Registries, 2017). Around 25,000 more people die each year from cancer than in 1982, 

which they explained this is due mainly to population growth and ageing (Australian Institute 

of Health and Welfare, 2019). The most common cancers in Australia (excluding non-

melanoma skin cancer) are prostate, breast, colorectal (bowel), melanoma and lung cancer, 

with these five cancers accounting for around 60 percent of all cancers diagnosed in Australia 

(Australian Institute of Health and Welfare 2019). In relation to costs to the government, the 

Cancer Council estimated that cancer costs more than $4.5 billion in direct health system costs 

(Cancer Council Queensland, 2018). Diabetes was Australia's seventh leading cause of death, 

accounting for three percent of all deaths in 2016 (Australian Bureau of Statistics, 2017). The 

leading cause of death in 2016 was Ischaemic heart disease with 19,077 deaths, or 12 percent 

of all deaths (Australian Bureau of Statistics, 2017). Dementia, including Alzheimer's disease, 

remained the second leading cause of death in 2016, with 13,126 deaths, which was 8.3 percent 

of all deaths (Australian Bureau of Statistics, 2017).  

 
The above discussion demonstrates that many deaths result from illnesses which can be covered 

by personal insurance policies, and if those people have debt or dependants, an adequate 

personal insurance policy would be important. Personal insurance is important, especially when 

a person’s levels of indebtedness is considered. It needs to be remembered that the more debt 

people hold, the need to have appropriate levels of personal insurance increases. If those 

individuals were to suffer premature death, illness or disability and become unable to work, 

they are unlikely to be able to service their liabilities. The Australian Bureau of Statistics (ABS) 

reported that for 2015-2016 financial year 29 percent of respondents were classified as ‘over-

indebted’, which was an increase from 21 percent in 2003-2004 (Australian Bureau of 

Statistics, 2017). The report further stated that 47 percent of respondents who had a mortgage 
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were over-indebted. Respondents who fell in the age group of 25-34 and 35-44 were over-

indebted with 33 percent and 34 percent, respectively. Of those households with a property 

debt, 62 percent of 25-34-year-old, and 51 percent of 35-44-year-old were over-indebted 

(Australian Bureau of Statistics, 2017). 

 
It was concluded in the report that high income households were also more likely to be over-

indebted, as one quarter of the households in the top income brackets were over-indebted. The 

ABS (2017) further stated that Sydney and Melbourne had the highest number of over-indebted 

household at $407,000 and $419,600 households, respectively. Over-indebted Sydney 

households who held property debt owed $269,000 more on average than over-indebted 

Melbourne households who held property debt (Australian Bureau of Statistics, 2017). 

 
The report stated that average home loans for over-indebted households were over four times 

the size of home loans held by other households carrying debt ($286,400 compared to $59,500), 

and other property loans were over 11 times the size on average ($219,800 compared to 

$18,500) (Australian Bureau of Statistics, 2017). It was concluded that 77 percent of over-

indebted households did not have enough liquid1 assets to cover a quarter of the value of their 

debts (Australian Bureau of Statistics, 2017). Given the level of indebtedness, it is very 

important for this thesis to consider why people would or would not have insurance to give 

them the ability to continue to meet their debt obligations in the event of unfortunate 

circumstances.   

 
This thesis specifically examines various reasons and personal characteristics which may affect 

why people purchase and do not purchase personal insurance products, as this could help to 

address the level of underinsurance in Australia. The next section will introduce the potential 

underinsurance problem in Australia, discussing the levels of underinsurance and the potential 

social costs created by it.     

 

1.6    The underinsurance problem in Australia  
 
The previous section highlighted the importance of personal insurance as a protection tool to 

alleviate the financial effects of unfortunate events. However, there is a perceived problem of 

underinsurance in Australia. Underinsurance refers to the situation where a person does not 

have sufficient insurance to cover all the liabilities and ongoing expenses in the event, he or 

she gets sick, becomes disabled, or dies prematurely (Waraker, 2020). Waraker (2020) stated 

 
1 Liquid assets are assets which can be easily converted to cash and include bank accounts, shares, own businesses, and superannuation. 
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that many Australians do not have adequate amount of insurance cover to provide for 

themselves and their families in a time of need. This is supported by various financial planning 

industry studies that have identified that Australians are underinsured. The very recent study 

conducted by Rice Warner’s in 2017 concluded that underinsurance remains a significant 

problem in Australia (Rice Warner, 2018). The study stated that the amount of insurance held 

by people could be much lower than their insurance needs. It was estimated in the study that 

94 percent of working Australians have some level of Life insurance with an average cover 

amount of approximately $344,500, which is around four and a half times the median 

household income. Further, the study stated that the median cover level is only $143,500, which 

is only twice the median household income (Rice Warner, 2018). This level of insurance is not 

seen as sufficient, especially taking into account that for family members to be adequately 

protected, it is estimated they would need to have 5.4 years’ worth of cover (Laycock, 2018, 

2020). Rice Warner’s study further stated that 81 percent of the working population had TPD 

insurance with the average and median cover amounts being at $237,000 (or three times median 

household income) and $99,500 (less than one and a half times median household income), 

respectively (Rice Warner, 2018). According to the abovementioned study, only a third of the 

working population have IP insurance (Rice Warner, 2018). In December 2017, there were 

approximately 12,419,800 people in the labour force in Australia, meaning that there are 

approximately 8,279,866 people in Australia who are not insured for this basic cover type 

(Laycock, 2018, 2020). Rice Warner study further stated that the average Australian family 

would have only 47 percent of its basic needs covered if they had to make a claim under Life 

insurance policy (Waraker, 2020). This could also equate to 28 percent of the amount they 

would need to maintain their existing standard of living (Waraker, 2020). In relation to Life 

insurance Rice Warner (2020) reported that the median default cover within a superannuation 

fund meets only 65 to 70 percent of basic needs for average households, however, for those 

with children this proportion is even lower.   

 
Furthermore, Rice Warner’s 2015 Research Report ‘Underinsurance in Australia’, concluded 

that Australians were underinsured by $471 billion for Life insurance and $3,435 billion for IP 

insurance (Laycock, 2018, 2020). Another study stated that only 11-18 percent of the 

Australian population has IP insurance (Bullen, 2019). If these figures are accurate, such level 

of underinsurance is of concern.  

 
Another study conducted by Rice Warner in 2013 found that unless people have a payout of 

close to a million dollars for Life insurance, an individual may be underinsured if he or she 
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wants their dependants to be able to maintain their standard of living (Kollmorgen, 2014). 

Furthermore, it was stated that 74 percent of people are underinsured by $100,000 for TPD and 

45 percent are underinsured by $1,000 per month for IP insurance (Kollmorgen, 2014).  

 
A 2010 Lifewise2/NATSEM3 underinsurance report estimated that underinsurance was 

estimated to cost the Federal Government approximately $1.3 billion over the next ten years 

(The Lifewise/NATSEM, 2010). The report further stated that one in five Australian families 

will suffer the death of a parent or a serious accident or illness that renders a parent unable to 

work.  

 
The report also argued that with the recommended levels of IP insurance and Life insurance, 

80-100 percent of the family’s original income could be maintained. For those individuals who 

only have average levels of insurance (below recommended level of insurance), only 50 percent 

of income would be maintained. Every day, over 65 families are impacted by an event that 

seriously affects their ability to earn an income and support their children (The 

Lifewise/NATSEM, 2010). Furthermore, over one million working age parents die, become 

seriously ill or injured, and as a result unable to work at some stage during their life. The report 

also found that 95 percent of families do not have adequate levels of insurance coverage (The 

Lifewise/NATSEM, 2010). 

 
It appears that an overwhelming majority of Australians have insufficient Life insurance to 

protect their families and the underinsurance problem continues to persist (Craft, 2018). There 

are 18 families in Australia that lose a working parent every day of the week (Laycock, 2020). 

Furthermore, every year there are 236,000 people of working age who suffer a serious injury 

or illness and of these 17,000 are forced out of the workforce for a prolonged period of time, 

some permanently (Laycock, 2020).  

 
In 2014 KPMG undertook research which measured the level of underinsurance in Australia in 

respect of employed people aged 18 to 64 and consequential impacts on social security benefits 

(KPMG, 2014). The report stated that 35 percent of surveyed people did not have any disability 

insurance. It further stated that the typical employed person requires insurance of 84 percent of 

income until retirement age in the event of disability. The research concluded that 77 percent 

 
2 Lifewise is a public awareness initiative of the Australian life insurance industry encouraging Australians to take appropriate steps to protect 
themselves from the financial hardship that can results from accident, sickness or death.  
3 The National Centre for Social and Economic Modelling (NATSEM) at the University of Canberra. 
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of surveyed Australians in the age group of 45-64 were the most underinsured, and 55 percent 

of surveyed Australians in the age group of 18-44 were underinsured (KPMG, 2014). 

 
Another aspect that could contribute to the problem of underinsurance is financial illiteracy 

and insurance illiteracy, in particular. Financial literacy can be defined as a broad concept, 

encompassing an understanding of economics and how household decisions are affected by 

economic conditions and circumstances (Hogarth, 2002). It can also be defined quite narrowly, 

specifically focusing on basic money management: budgeting, saving, investing, and insuring 

(Hogarth, 2002). Financial literacy can also be defined as being absolute, comprising some 

standard of knowledge assumed common or desirable for all consumers, or relative, where the 

standard varies according to personal skills, needs and experiences (Worthington, 2005). Basu 

(2005) defined financial literacy as the ability to make informed judgments and to take 

appropriate actions about the current and future use and management of money.  

 
Household debt has grown dramatically relative to disposable income over the recent years 

(Worthington, 2006). This increasing level of debt poses a threat to consumer wellbeing in 

many global economies (Worthington, 2006). Worthington (2006) stated that increased 

mortgage debt and consumer credit in Australia were linked to financial illiteracy, because 

people took out more loans without understanding the negative outcome of having more 

liabilities (Worthington, 2006). This was dangerous because when high mortgage debt and 

consumer credit were combined with low levels of emergency funds, high debts could expose 

many households to adverse financial outcomes, including debt repayment problems, 

delinquencies, and bankruptcy (Worthington, 2004). Financial literacy has risen on the agenda 

for educators, community, business and consumer groups, government agencies and 

policymakers. Part of this could be due to changes in Australia’s demography, including 

increased longevity and higher rates of immigration. As of 30 June 2019, there was a net gain 

from overseas migration of 239,600 people compared to 2018. Furthermore, there were over 

7.5 million migrants living in Australia by the end of June 2019, compared to 7.3 million in 

2018 (Australian Bureau of Statistics, 2020).  Language, educational and cultural barriers arise 

that may hinder the access of some of these migrants to new financial opportunities and expose 

less knowledgeable individuals to questionable marketing practices and increased borrowing 

exposures (Worthington, 2006). Financial literacy is important in financial planning because it 

could be argued that if people do not understand financial products, and personal insurance 

products, in particular, they may be less likely to purchase appropriate levels of personal 

insurance to adequately protect themselves, due to low level of insurance literacy. It may be 
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that financial literacy is linked to insurance literacy and, as a result, having appropriate levels 

of personal insurance. Insurance literacy could be considered as the ability to make informed 

judgments and to take appropriate actions about the current and future use and management of 

insurance. 

 
Another important factor with underinsurance is the fact that many people may think that they 

have sufficient personal insurance within their superannuation account. However, according to 

InsuranceWatch (2020) these amounts on their own are unlikely to be adequate. 

InsuranceWatch (2020) referred to Rice Warner’s Underinsurance in Australia 2017 report 

saying that the underinsurance gap is still significant in Australia despite insurance policies 

being offered as a default through a superannuation account. The report indicated that even 

though 94 percent of all working Australians had Life insurance, the median level of this cover 

is only around $143,500, or less than twice the median household income of $75,000. 

Furthermore, the report stated that only 81 percent of working Australians had TPD insurance 

and the median level of cover is only $99,500, or less than one and a half times median 

household income (InsuranceWatch, 2020). 

 
MetLife conducted research in 2018, where they concluded that without insurance being 

offered within a superannuation fund, the level of underinsurance would likely be much greater. 

They found that 60 percent of people thought that they probably would not have insurance 

cover if it was not automatically included within their superannuation account. It was further 

found that two thirds of respondents did not know how much Life insurance they needed to be 

adequately protected (MetLife, 2018). Another finding was that 55 percent suspected that they 

did not have enough Life insurance (MetLife, 2018). The research concluded that one third of 

respondents who had insurance within their superannuation fund, did not know the amount of 

cover they actually had, and furthermore many did not know other details about their insurance 

cover, such as the name of the insurer, waiting period and benefit period (MetLife, 2018). The 

other observation was that 69 percent of those who had insurance inside a superannuation fund 

have never changed their default level of cover (MetLife, 2018). They have also found that five 

out of ten people were not aware that they could increase their level of cover inside their 

superannuation account. Furthermore, it was found that 59 percent of respondents had concerns 

about whether insurance companies would pay out in the event of a claim (MetLife, 2018). 

Given this research, it is of concern how many people think that they have sufficient cover 

within their superannuation fund, while in reality they may be only partially covered. 

Furthermore, Waraker (2020) discussed that even though insurance within a superannuation 
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fund is definitely an effective way to ensure that working people have some amount of 

insurance, it is not a tailored product, and as a result people may find themselves underinsured. 

The author had also highlighted that the premiums are taken out of a superannuation fund and 

subsequently it reduces the balance of funds available for retirement.  

 
Underinsurance can have negative effects on individuals and society as a whole. In cases where 

people do not have sufficient cover, they may have to rely on government payments, and as a 

result strain the government budget. The annual cost to the government of Life underinsurance 

is estimated at $57 million, and $1.26 billion for TPD underinsurance (Arlington, 2017). 

Consequently, if people are underinsured it can have a direct negative impact on the society, 

as taxpayers’ money would be spent on benefits paid to those people instead of on other areas, 

such as health and education. If the main reasons for underinsurance were better understood 

and the decision-making processes in purchasing personal insurance were identified, this 

knowledge could be useful to make recommendations to ensure more Australians are properly 

insured.  

 
From the above discussion it can be observed that underinsurance is perceived as a big problem 

and understanding what drives people’s decision-making processes is essential to successfully 

reducing underinsurance levels among Australians.  

 
The next section will introduce regulatory framework of the insurance industry, as it could be 

argued that more stringent regulations could improve the reputation of the insurance industry 

and in turn reduce the underinsurance.   

 

1.7    Regulatory framework 
 
This section will introduce the regulatory framework in relation to the insurance industry, with 

a more detailed discussion undertaken in Chapter Two. It is believed that when the insurance 

industry is highly regulated, it could encourage people to purchase personal insurance policies, 

as there could be greater trust. Concerns over underinsurance and the complexity of insurance 

contracts have led to the regulation of the financial services industry in Australia moving to a 

regime that focuses on retail consumers and their ability to understand and compare the various 

terms and conditions of insurance contracts (Teale, 2008, 2016; Beale and McKeown, 2009). 

The introduction of consumer protection laws (such as Code of Practice) aims to improve the 

quantity and quality of information flowing to consumers (Teale, 2008, 2016; Beale and 

McKeown, 2009). 
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Significant changes in regulations affecting the financial planning industry have also been seen 

as necessary, as those changes placed a greater importance on the appropriate and relevant 

financial advice provided by financial advisers. There are various regulatory bodies which 

oversee the insurance industry. The APRA is responsible for supervision of institutions across 

banking, insurance, and superannuation sectors, and promotes the financial system stability in 

Australia. The ASIC plays a role in financial planning and subsequently in personal insurance 

advice. ASIC monitors all financial advisers in Australia by keeping a register.  The Register 

is a public record of financial advisers in Australia who provide personal advice on financial 

products (such as superannuation, insurance, retirement planning, investments, estate planning 

to name a few) to consumers. According to ASIC it allows consumers to check that a financial 

adviser is authorised to provide financial advice and find information about that adviser before 

getting financial advice from them. ASIC also issues Australian Financial Services (AFS) 

licence to financial advisers. ASIC regulates financial advisers by continuously monitoring 

their compliance and introducing amendments to current legislations. In March 2017 reforms 

were introduced into the Corporations Act 2001 by the Corporations Amendment 

(Professional Standards of Financial Advisers) Act 2017 to raise the education, training, and 

ethical standards of financial advisers. As part of these reforms, from 1 January 2019 

professional standards apply to financial advisers who provide personal financial advice to 

clients. The requirements under these reforms for financial advisers include: having an 

approved qualification, passing The Financial Adviser Standards and Ethics Authority 

(FASEA) exam, participating in 40 hours of continuing professional development (CPD) per 

year, and complying with the Financial Planners and Advisers Code of Ethics – a set of 

principles and core values in the areas of ethical behaviour, client care, quality process and 

professional commitment. FASEA is responsible for implementing and overseeing the 

professional standards. Another requirement to become a financial adviser is the need to 

complete a full-time professional year that includes at least 100 hours of structured training 

(Australian Securities and Investments Commission, 2020). While there is much regulation in 

place, there are still concerns about its efficiency, which may influence the personal insurance 

decision. 

 
The next section will introduce research questions which will be addressed in this thesis and 

discuss the methodology employed in this study. 
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1.8    Methodology  
 
This research will be inductive in nature (6 & Bellamy, 2012), with two research questions, 

which will be addressed as part of the research, being:  

1. What factors and personal characteristics, influence individuals to purchase 
personal insurance products? (RQ 1)   

2. What factors and personal characteristics, deter individuals from purchasing 
personal insurance products? (RQ 2)   

Other important factors explored include whether respondents are overconfident about their 

knowledge of insurance and overconfident about holding adequate personal insurance policies; 

their level of personal insurance literacy; any correlation between increased personal insurance 

literacy and the purchasing behaviour; the extent of respondents’ need for personal insurance; 

and respondents’ level of underinsurance or shortfall with personal insurance policies. 

 
The two questions are designed to address the issue of underinsurance in Australia and seek to 

further explain people’s attitudes towards personal insurance and insurance companies in 

general. The main issues of interest include identifying the factors which influence individual’s 

decision-making process when considering whether or not to buy personal insurance products. 

This includes ascertaining what personal insurance types they already have, the level of cover 

and what influenced them to purchase those covers. Knowledge, perceived importance, and 

value of personal insurance are also important factors to consider. Another important issue to 

consider are individual’s attitude to risk and how they perceive the likelihood of major 

unfortunate events taking place and the potential financial impact of those events on their lives. 

It will be importance to examine which personal characteristics (such as demographic groups) 

can possibly affect decision-making in relation to personal insurance purchase. Note that this 

research was conducted prior to the effects of COVID-19.4 

 
This thesis uses both qualitative and quantitative methods.  The information and data for the 

research will be collected in two stages. The first stage will involve conducting interviews with 

informed participants (financial advisers) and consumers using a semi-structured approach.5 

The interviews were recorded with the explicit approval of the interviewed individuals, then 

 
4 Covid -19 is a mild to severe respiratory illness that is caused by a coronavirus (Severe acute respiratory syndrome coronavirus 2 of 

the genus Betacoronavirus), is transmitted chiefly by contact with infectious material (such as respiratory droplets) or with objects or 
surfaces contaminated by the causative virus, and is characterized especially by fever, cough, and shortness of breath and ma y progress 

to pneumonia and respiratory failure, see https://www.merriam-webster.com/dictionary/COVID-19 
5 Since the data collection will be through the interviews and the survey, it was essential to obtain ethics approvals from Griffith University.  

 

https://www.merriam-webster.com/dictionary/coronavirus
https://www.merriam-webster.com/dictionary/COVID-19
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transcribed and subjected to thematic analysis. Among other things, the interviews are helpful 

in gathering information about people’s levels of insurance literacy, possible ways to improve 

it and in answering the research questions, such as what factors act as motivators and deterrents 

in purchasing personal insurance. The answers will also be helpful in developing the survey 

questions for Stage Two data collection. Semi-structured interviews with informed participants 

allowed for the gaining of important information about their experiences and knowledge of the 

subject matter and help to understand the situation from the industry perspective. Interviews 

with consumers were important in understanding what people think about insurance industry, 

and personal insurance products, in particular, and what encourages them to purchase personal 

insurance products. The second stage involves data collection through the survey. The survey 

is designed to assist in gaining information from individual’s perspective, how they perceive 

personal insurance and what encourages them to purchase insurance products. The survey also 

identifies various demographic factors: such as gender, age, education and income levels, 

religion, employment status of participants, and whether or not they worked in the financial 

services industry to answer the research questions about the personal characteristics which may 

affect personal insurance purchase. Furthermore, calculations will be conducted in relation to 

which demographic groups are overconfident about having a thorough knowledge of personal 

insurance products and holding an adequate personal insurance cover, about their actual 

insurance literacy levels, about their personal insurance needs and shortfall. It is important to 

determine if the underinsurance problem is as significant as the insurance industry contends. 

The next section will highlight the contributions the study will make to the current academic 

literature and the insurance industry. 

 

1.9    Contribution of the study   
 
This thesis will examine the decision-making processes that people follow when deciding on 

personal insurance purchase. This will include examination of consumer perceptions of 

personal insurance, including adequate levels of insurance, consumer understanding of 

insurance and drivers of consumption decisions. As a result, this study will contribute to the 

theory of decision-making and behavioural finance, practical/industry aspects of personal 

insurance and public policy. The important findings from the interviews and the survey will 

provide clarification and assist in answering crucial questions as to why there is an existence 

of underinsurance and non-insurance in Australia, and the factors that influence people when 

considering the purchase of personal insurance products. If the factors affecting personal 

insurance purchase are identified, policy recommendations could be made to try to improve the 
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level of personal insurance. The results could also inform financial advisers about how to adopt 

a different approach on how they discuss insurance to their clients. This could include 

educating clients by discussing all the risks the client faces and what financial outcomes those 

risks could lead to.  

 
Since theoretical literature on decision-making is analysed in the literature review, this study 

will aim to broaden the knowledge and understanding of how individuals make decisions. It is 

of importance to link theoretical decision-making models to the insurance industry by 

analysing what mental processes individuals undertake when purchasing personal insurance 

products. This thesis will discuss many practical issues in financial planning, especially 

personal insurance. Industry articles and other materials written by industry participants will 

be critically examined in the literature review.      

 
There are many scholarly books and articles on decision-making models and behavioural 

finance (for example: Kahneman and Tversky, 1984; Hoch, Kunreuther and Gunther, 2001; 

Lindley, 1985; Oliveira, 2007). These decision-making models can be applied to many aspects 

of life where decisions have to be made. However, in relation to Life insurance, TPD insurance, 

IP insurance and Trauma insurance very little has been written from a scholarly perspective 

(Carter, 2011). Some examples of scholarly articles addressing personal insurance products 

and underinsurance problems include Huston (2010), Tennyson (2011), Lin et al. (2018a,b) 

and Sanjeewa (2019). This suggests that there is a need for more scholarly research in financial 

planning, especially in the personal insurance area.  

 
Additionally, the literature written on the decision-making processes, is mostly based on 

studies carried out in a laboratory with the intention to make the situation as close to real life 

as possible (Slovic et al., 1977; Laury, McInnes and Swarthout, 2009). The conclusions in those 

studies were based on the outcomes of those experiments, without testing them in real life 

situations. Field studies were mostly carried out by industry representatives, which are not 

conducted using scholarly methodologies, literature review, and the data collection could be 

seen as less rigorous, and possibly biased.  

 
Financial planning articles dedicated to personal insurance products have been largely written 

by the industry participants and it appeared that they were directly or indirectly trying to sell 

personal insurance products or advocate those products in any way possible, and as a result 

may not be objective. The general public may not consider those articles as independent due to 

possible bias and could further increase the existing distrust towards insurance companies and 
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financial advisers (Interviews with Consumers, see Chapter 6 for details). In general, there is a 

severe lack of empirical research on personal insurance in the Australian context. As a result, 

more scholarly approach is needed to address the important issue of underinsurance in 

Australia.    

 
Since 1 January 2019, new financial advisers had to have tertiary education (such as a Bachelor 

Degree in financial planning) to be able to provide personal advice to clients, and the existing 

financial advisers have until 1 January 2026 to meet educational standards. As a result, there is 

an increased demand for financial planning degrees, and more scholarly materials need to be 

developed about financial planning and insurance, in particular. In late 1990’s financial 

advisers were not recognised as professionals, but more like sales representatives who were 

attached to a certain company which specialised on selling insurance products. Since then, the 

financial planning industry has undergone major changes, and financial advisers are now 

seeking to be seen as professionals who provide holistic financial advice, including 

investments, superannuation, insurance, estate planning and retirement planning. This was also 

emphasised by the increased industry rules and regulations relating to financial advisers and 

their dealings with clients. This thesis will add to the academic understanding of personal 

insurance as part of financial planning. The next section will discuss the structure of this thesis.   

 

1.10    Structure of the thesis 
 
The thesis will consist of eight chapters. Chapter One is an introduction to the thesis and 

outlines the importance of the study, research questions, contribution of the study and 

methodology.  

 
The second chapter discusses the insurance industry. The chapter will provide detailed 

information about history of insurance industry, regulatory framework, legal cases concerning 

insurance industry, different types of insurance products, types, and classifications of risks.  

 
The third chapter will present the first part of literature review, which will critically analyse 

literature on decision-making from the perspective of theorists. This will assist in 

understanding phycological processes people go through when making decisions.    

 
Chapter Four will present the second part of literature review and will critically analyse 

literature written by the financial planning industry. Although this literature is not academic, it 

will still provide important information about motivations and deterrents when purchasing 

personal insurance products. Information obtained from chapters Three and Four will assist in 
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preparation of interview questions with informed participants and consumers (Stage One data 

collection) and subsequently the survey questions (Stage Two data collection). It will also be 

important to identify research gaps in the existing literature.  

 
Chapter Five will discuss the methodology, and an overview of different research methods will 

be provided. The research questions will be formally addressed and justified.  

 
Chapter Six will provide the results from Stage One data collection: the interviews with 

informed participants (financial advisers) and consumers. The chapter will then analyse the 

responses from those interviews on thematic basis and draw comparisons and conclusions.  

 
Chapter Seven will present survey questions and then analyse and interpret the results obtained 

from the survey in Stage Two data collection.  

 
Chapter Eight will conclude this thesis by discussing how research questions were addressed, 

including the findings, showing how identified gaps were closed and highlighting the 

contribution this study has made to the existing literature. Policy implications and suggestions 

will be presented. Future research opportunities emerging from this thesis will also be 

identified.   

 

1.11    Conclusion  
 
The importance and the role of insurance was introduced in this chapter. As discussed, the main 

advantage of having adequate personal insurance policies would include having sufficient 

funds to meet medical expenses and other ongoing expenses, as well as being able to meet 

mortgage repayments if an insured event takes place. Insurance policies will not be able to take 

away physical and emotional pain and stress, however, they can alleviate the financial burden. 

As mentioned earlier in the chapter, the general public appears not to fully trust the insurance 

industry, and as a result, the policymakers have been introducing various reforms to change the 

way the industry provides insurance advice. This is done mainly to enhance the trust the public 

has with the insurance industry. This thesis will add to the existing literature about personal 

insurance and explore further what drives people’s decisions when contemplating purchasing 

personal insurance policies. It will also examine whether demographic factors, such as gender, 

age, religion, level of education and income, employment status, and whether or not they work 

or worked in the financial services industry influences their personal insurance purchasing 

behaviour.     
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This chapter introduced and provided the summary of the thesis. This included a discussion of 

the brief history of insurance industry, the mechanism of insurance, the types of personal 

insurances policies specifically addressed in the thesis, the importance of personal insurance, 

the problem of underinsurance, introduction to the regulatory system which oversees insurance 

industry, and introduction to financial illiteracy. Contributions of the study and methodology 

to be adopted were also provided. This chapter has also outlined the structure of the thesis.        

 
The next chapter (Chapter Two) will firstly outline history of insurance industry. It will then 

discuss mechanism of insurance and different types of risks. Chapter Two will provide a 

thorough discussion about personal insurance products and regulatory bodies who oversee all 

insurance companies and products they sell. Some issues about personal insurance and 

complexities of the insurance industry will also be discussed.  
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Chapter 2: Background 

 

2.0    Introduction  
 
The purpose of this chapter is to provide an overview of how insurance industry operates in 

Australia and to develop an understanding of its significance. The importance of personal 

insurance needs to be understood because when people do not hold a sufficient cover, it may 

have a negative impact on individuals and society. This is critical to answering the research 

questions of this thesis. Firstly, the history of insurance industry and regulatory framework will 

be discussed. It will be followed by the discussion about: issues relating to non-payment of 

insurance claims, the purpose of insurance, the role of insurance, the function of insurance, the 

importance of insurance, different types of insurance products, different types of risks, and 

insurance inside a superannuation fund. This will be followed by the conclusion.   

 

2.1    History of the insurance industry  
 
This section will discuss the history of the insurance industry, to demonstrate how the industry 

evolved from being non-regulated to being heavily regulated and the reasons for this. The 

earliest record of reference to recognition and, as a result, management/reduction of risk can 

be found in Babylon as early as 4000-3000 BC. Merchants from Babylon (Thoyts, 2010) were 

granted loans with the understanding that if the shipment was lost at sea, the loan did not have 

to be repaid. Interest on the loan covered the insurance risk. This was referred to as bottomry 

contracts (Wang, 2016).  The code of Hammurabi, which was collected by the King of Babylon 

in 282 regulations in 2250 BC, also talked about recognition and reduction of risk. The specific 

reference to risk minimisation was addressed in relation to a surgeon, a patrician and a slave, 

and the different rewards and penalties for the doctor. The Code of Hammurabi also deals with 

builders, boatmen and men. All those cases dealt with how the risk to the person to whom the 

service was provided could be reduced if the service provided was not done properly (Johns, 

1910-1911). Later Bottomry agreements were practised by Phoenicians around 1600-1000 BC. 

Bottomry was also practised in ancient Greece in the 4th century BC.  

 
Another early example of risk diversification was in China. Chinese traders, while crossing 

turbulent waterways, used to distribute their carriage among many vessels so that even if few 

of them sunk, the rest may safely pass through (Schwab, 2003; Bourhis, 2005).  

 
Insurance policies have also been found in ancient Rhodes and Athens (Thoyts, 2010). The 

credit for the first kind of personal insurance goes to Achaemenid Monarchs who applied it to 
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their people. Insurance was more a tradition to them, performed through a ceremony arranged 

on the date of the Iranian New Year. Heads of different ethnic groups used to gather on that 

day and offer a separate gift to the Monarch. People, offering gifts worth more than 10,000 

Derrik, the Achaemenid gold coin, could later, if found to be in financial trouble, approach the 

Monarch to request financial help (Thoyts, 2010). Broadly, this was operating as a type of IP 

insurance as it is known today.  

 
The Greek and Roman civilizations were credited with the introduction of Health and Life 

insurance. Such insurance was made through benevolent societies. The families of the members 

of such societies were taken care of through extension of funeral expenses (Scott, 2010; 

Sasidharan and Mathews, 2008; Talloo, 2007).  

 
By the 16th century, there was an introduction of Maritime insurance with varied premiums 

subject to risks and in isolation from any sort of insurance (Pendleton, 1967). The development 

of different need-specific insurance types gathered pace after the European Renaissance 

(Talloo, 2007; Scott, 2010).  

 
The coffee shop of Edward Lloyd’s began as a 17th Century coffeehouse patronised by 

merchants, bankers, and insurance underwriters. It gradually became recognised as the most 

likely place to find underwriters for Marine insurance. Edward Lloyd supplied his customers 

with shipping information gathered from the docks and other sources and this eventually grew 

into the publication known as Lloyd’s List, which is still in existence. Lloyd’s was recognised 

in 1769 as a formal group of underwriters accepting marine risks (Scott, 2010; Talloo, 2007; 

Sasidharan and Mathews, 2008).  

 
Gradually insurance policies shaped into their modern form. An example of this was a Building 

insurance, which was introduced by Nicholas Barbon, following the Great Fire of London in 

1666. Later he was also responsible for opening the first insurance company of England “The 

Fire Office” that was involved in insuring frame and brick houses (James, 1954; Dickson, 

1960).  

 
Hugh Chamberlen in the last decade of the 17th century introduced Health insurance (Cutter 

and Viets, 1964, 191). Among the early proponents of insurance, Benjamin Franklin is 

considered as one of the most influential iconic identity in popularising insurance. In those 

days the primary need for insurance came from fire hazards. Decisions regarding buildings to 
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be insured were made subject to their exposure to risk. As an example, wooden houses were 

kept beyond the insurance as they attracted greater risk in terms of fire related accidents.  

 
Insurance in Australia also has a long history, with British insurance companies first starting 

to set up agencies in Sydney and Hobart as early as 1830. However, due to the lack of financial 

options at that time, insurance industry only really emerged in the 1850s with the discovery of 

gold in New South Wales and Victoria (Swiss Re, 2013/2017). With the ongoing urbanisation 

and industrialisation at that time and, as a result, increase in new investments, generated the 

type of risks of fire and transport that made insurance more of a necessity. It was mainly British 

settlers who brought a culture of Fire insurance. In 1861 there were 26 fire and marine 

insurance businesses in Australia, and by 1870, the number had grown to 48 (Swiss Re, 

2013/2017).  

 
In the life insurance market, domestic mutual insurers emerged, with the Australian Mutual 

Provident (AMP) society being established in 1849. By 1890, domestic mutual insurers 

dominated the life industry, the top seven of them accounted for 90 percent of the market (Swiss 

Re, 2013/2017). The insurance market has been evolving and expanding since then to what it 

is now.  

 
The introduction of different insurance types throughout the centuries has played an important 

economic and social role. The major differences between the past and the current insurance 

industry, is the introduction of strict regulatory system, which controls the industry and tries to 

protect consumers, as well as encourages the modification of different insurance products.  

The importance and purpose of insurance, regulatory system, different types of insurance 

products and different types of risks will be discussed in sections 2.2 and 2.3 below.    

  

2.2    The insurance mechanism   
 
This section will examine important issues such as: the purpose of insurance, modern insurance 

mechanisms, requirements for risk to be insurable, types of risks and different insurance 

products.  It will also provide an overview of how the insurance industry operates in Australia.  

 

2.2.1    Purpose of insurance 
  
The purpose of insurance is to transfer risk of unexpected losses associated with unfavourable 

events. Some examples of general insurance include a car accident, or a house being flooded. 

If people have adequate insurance for these events, they will get funds to help with getting their 

car or their house fixed after the insured event taking place. Compared to property insurance, 
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some examples of unfavourable events which could be covered by personal insurance policies 

include: premature death, terminal illness, inability to work due to injury or disability, and total 

incapacity. Accordingly, insurance is a tool which can help to alleviate the financial pressure 

from people when they encounter unfavourable circumstances.   

 
2.2.2    Insurance Mechanism 
 
The mechanism of insurance includes the principle of the ‘risk transference’ from an individual 

to an insurance company. This is achieved through a contract signed by an individual and an 

insurance company. The contract of insurance stipulates aspects such as what amount of 

premiums need to be paid by the insured, how much money and in what situation the insurance 

company will pay the insured, what conditions are covered by the insurance contract, and if 

there are any exclusions applicable to the insurance policy. An important aspect for the contact 

of insurance is the ‘fiduciary obligation’. Fiduciary obligation refers to the situation of the 

upmost good faith. This means that parties to the insurance contract are under the obligation to 

disclose all the material facts of which they are aware. An example would include possession 

of some material information by the insured, where the insurance company is unaware of this, 

so the insured in under a legal obligation to disclose this information to the insurance company 

(Khoury & Yamouni, 1998). Where the parties to the contract share a confidential relationship, 

they have a duty to disclose to each other any material facts of which they are aware. Contracts 

of insurance are the example of a contract uberrimae fidei (Khoury & Yamouni, 1998). This 

means that the applicant possesses facts which are of relevance to the insurance company, and 

the insurer must rely on that information. Such information can be important, as it is used by 

the insurance company to access the risks and set an appropriate amount of premium that needs 

to be paid by the insured. A failure to supply the crucial facts will, if the information withheld 

is material, enable the insurer to rescind the contact (Khoury & Yamouni, 1998).   

 
If all the relevant information was provided to the insurance company by the insured individual, 

the insurer then would be in a position to conduct the ‘underwriting process’, which involves 

assessing risk based on medical history, occupation, hobbies and pursuits, financial and moral 

habits. This process is very important to determine the amount of premium to be charged to the 

insured. Collection of premiums is crucial in the insurance mechanism process, as it means that 

the insurance company will have enough funds to pay the claims and to keep the business 

operating. An individual who poses high risk must generally pay higher premium rates, as he 

or she is more likely to make a claim in the future. A high risk or higher than normal risk 
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individual might include someone who either has serious health problems or dangerous 

occupation, or a risky hobby or a lifestyle which can increase the chances of the person causing 

harm to him or herself (Scriven, 2008, 2013). After the underwriting process, the offer letter is 

sent by the insurance company to the insured individual and upon the acceptance by the insured, 

the insurance contract between the two parties comes into existence. If the insured individual 

later needs to make a claim, he or she can do it directly with the insurance company.  

 
The final mechanism of insurance relates to the principle of ‘indemnification for losses’. The 

concept of indemnity is a legal principle that ensures the insured is restored to the same or 

approximately the same financial position after a loss as he or she had immediately before the 

loss (Teale, 2008, 2013, 2016).  This, however, would only apply if the insured had sufficient 

level of coverage, which would allow him or her to cover all the losses associated with an 

unfavourable event.   

 
The role of a financial adviser in this process can be mainly educational, as people may not 

possess full understanding of what insurance is and how it works, and what products are 

appropriate to cover specific events. An adviser may provide suggestions to clients in relation 

to their insurance needs and explain why the suggested plan is appropriate to them. The adviser 

can also provide explanations about different insurance types and what event will trigger the 

need for a particular type of cover. The adviser could also assist a client in filling out all the 

paperwork and chasing up necessary documentation for the underwriting process, as well as 

providing ongoing service, help and advice.  

 

2.2.3    Requirements for privately insurable risks  
 
In this section requirements for privately insurable risks are identified. As discussed in Section 

2.2.2, the insurance mechanism is based on risk transference, payment of premiums by insured 

individuals and payment of claims by the insurance company. The essential element of this 

process is the insurance contract between the insurer and the insured. 

 
For the insurance company to assess if a person is eligible to be insured, there are some 

requirements of an insurable risk. Insurers consider a risk perfectly suited for insurance if it 

meets six requirements, which are: a large number of similar exposure units, losses must be 

accidental and unintentional, the loss must be determinable and measurable, the loss should not 

be catastrophic, the chance of loss must be calculated, and the premiums must be economically 

feasible. To make insurance viable and commercially feasible, insurance contracts have 
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developed some standards, requirements, and clauses. The requirements for any risk to be 

insurable are set out in more detail below.  

 
The first requirement is that there must be a large number of similar exposure units. As 

discussed in Section 2.2.2, one of the important mechanisms of insurance is based on collection 

of premiums. It is important, as the largest percentage of premium amounts collected by 

insurance companies is used to compensate individuals who incur insured losses. Collection of 

premiums is referred to as pooling, which involves spreading the losses suffered by the few 

over the entire group, so that the average loss is substituted for the actual loss (Teale, 2008, 

2013, 2016; McKeown et al., 2012, 2014). 

 
The reason why it is important to have large number of similar exposure units is because 

insurance companies need to predict future losses as accurately as possible. For example, brick 

veneer homes are considered similar for insurance purposes. Therefore, the loss costs 

associated with this group can be fairly spread over all insureds in the group. This means that 

the insurance premium can be set similar for all houses in this group.  If this group included 

timber houses, which experience higher possibility of being damaged through fire, then the loss 

costs would be unfairly distributed over the group, as the brick houses will be subsidising the 

timber houses (Teale, 2008, 2013, 2016).  

 
The second requirement is that losses must be accidental and unintentional. This means that 

the risks assumed by an insurer must involve the possibility of loss, not the certainty of loss. 

Firstly, if intentional losses were covered by insurance companies, then insured people may 

not try to avoid losses, and, as a result, the premium would need to be extremely high for the 

insurance company to be financially able to pay claims. Secondly, predictions of potential 

losses are based on a probability distribution, which has been estimated based on past 

experience. A principal assumption made with this estimation is that losses are accidental 

events, and that future losses will also be a matter of chance. If the losses were not accidental, 

then the prediction of future occurrences would not be accurate (Teale, 2008, 2013, 2016).  

 
The third requirement of an insurable event is that the loss must be determinable and 

measurable. This means that cause of the loss must be verifiable, and the loss must be 

measurable in economic terms. An example of this would be the payment of a death claim 

under a Life insurance policy, as in most cases, it is easy to determine the time and cause of 

death, and subsequently pay out the benefit amount (Teale, 2008, 2013, 2016; Scriven, 2008, 

2013). If the loss cannot be reliably and economically measured, then the loss is generally not 
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insurable. An example of this would be emotional devastation of family members when they 

find out that someone in the family is diagnosed with cancer. Since grief cannot be measured 

reliably, as everyone has a different level of grief, it cannot be insured under Trauma insurance.  

 
The fourth requirement of an insurable event is that the loss should not be catastrophic. If 

catastrophic losses were insurable then the insurer may not have sufficient funds to pay all the 

claims made by the insured individuals. That is the reason why terrorism and acts of war are 

generally not insurable events (Teale, 2008, 2013, 2016).  

 
The fifth requirement of an insurable event stipulates that the chance of loss must be calculated. 

Insurance companies calculate future losses based on previous experience. Example of this 

would be calculating from previously available data how many houses burnt in a particular 

area. Based on this, the insurer will know the probability of a house burning down in that area 

and would be able to set the premium accordingly. When the insurer is no longer able to predict 

future losses, they will either exclude the peril or cease to provide insurance cover altogether 

(Teale, 2008, 2013, 2016).  

 
The sixth requirement of an insurable event is that the premiums are economically feasible. For 

the insurance to be financially feasible, the premiums paid by the insured individual have to be 

less than the loss suffered if the person did not have insurance coverage. An example is 

House/Building insurance, where the premiums paid can be very low compared to the potential 

loss that the homeowner could suffer (Teale, 2008, 2013, 2016).  

 
All these requirements illustrate the ‘commercial’ character of insurance and how insurance 

companies have limited what they can cover. This commercial character of insurance could be 

one of the reasons why people do not purchase personal insurance policies.  

 

2.2.4    Types of risks  
 
An important component of an insurance contract is the concept of ‘risk’, as insurance policy 

covers a possible negative event that may occur. Below is a discussion about the different ways 

risk may be categorised or defined.  

 
Objective and subjective risks 
 
Human perception of risk and its segregation into different categories has an important bearing 

on the gradual development of the insurance industry worldwide. There are two types of risks: 

objective and subjective, the distinction is especially important. Objective risk is the relative 

variation of the actual loss from the expected loss. It varies inversely with the square root of 
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the number of cases under observation (Rejda, 2010). Objective risk declines as the number of 

exposures increases and can be calculated using standard deviation or the coefficient of 

variation. As the number of exposures increases, the insurance company can predict its future 

loss possibility more accurately as they can rely on the law of large numbers. Rejda (2010) 

states that the concept of the law of large numbers is useful because as the number of exposure 

units increases, the more closely the actual loss experience will approach the expected loss 

experience. An example of this would be a situation where the insurance company, based on 

previous data, expects that one percent of the houses in its domestic portfolio will burn. The 

law of large numbers stipulates that the greater the number of houses insured by the company, 

the more likely it is that one percent will be achieved. This situation permits insurance 

companies to predict the dollar amount of losses more accurately; however, the insurer still 

faces some risk or volatility around the average. However, the risk for an insurer with more 

exposure units is relatively lower than that for an insurer with fewer exposures under the same 

expected distribution of losses. The law of large numbers allows only group results to be 

estimated (Teale, 2008, 2013, 2016).  

 
In comparison, subjective risk is a psychological phenomenon and varies with the mental state 

of an individual. It has been observed that subjective risk often results in measured actions 

owing to previous experiences. Rejda (2010) claims that high subjective risk often results in 

conservative and prudent behaviour, and low subjective risk could result in less conservative 

behaviour. An example of subjective risk would include someone who is considering drink 

driving after a night out. If the person was detained by police for drink driving before, he or 

she may be less likely to engage in drink driving again. However, if the person has not been 

detained in the past, then he or she may be more likely to engage in drink driving, because that 

person’s estimation with regards to being stopped by police is lower than the person who was 

stopped before.  

 
The ‘chance of loss’ is related to the concept of risk and defined as the probability that the 

event will occur. According to Lindley (1985) objective probability refers to the long-run 

relative frequency of the event based on the assumption of an infinite number of observations 

and of no change in the underlying conditions. Objective probabilities can be determined in 

two ways. The first way is to use deductive reasoning. These probabilities are called a priori 

probabilities. The second way to determine objective probabilities is to use inductive reasoning.  

According to Rejda (2010) subjective probability is the individual’s personal estimate of the 

chance of loss. Subjective probability has no correlation with objective probability, as the 
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calculated probability of risk may not be as high as an individual believes it to be and vice 

versa. There are different factors that can influence subjective probability; those include a 

person’s age, gender, intelligence, education and use of alcohol and various other drugs.  

 
Classification of risk 
 
Risk is generally classified into four categories: speculative risk, pure risk, fundamental risk, 

and enterprise risk (Rejda, 2010). Each category of risk is discussed below.  

 
Speculative risk 
 
According to McKeown et al. (2012, 2014), speculative risk arises where there is a chance of 

a loss or a gain. Some examples of this type of risk are investment in shares, gambling, starting 

up a new business. Speculative risk is not an insurable risk and, as a result, there are no 

insurance policies available. Individuals have to reduce the effects of speculative risk of 

investment by diversifying their portfolios, studying economic factors and cycles, changing 

investment profile, using alternative investments, such as a hedge against economic diversity. 

Speculative risk can be of a great concern to individuals investing in shares or starting their 

own business. Since there are no insurance policies available for speculative risk, individuals 

need to weigh up possible losses and benefits (Scriven, 2008, 2013). While speculative risk is 

not something that is explicitly considered in this thesis, it is important to understand it as a 

notion of risk.  

 
Pure risk 
 
Pure risk comes with a loss or no loss situation. An example is whether an earthquake will 

occur or not occur. Pure risk can arise from the premature death or permanent illness of the 

breadwinner, which could leave the dependent family in a financially disadvantaged position 

and in need of an income source. McKeown et al. (2012, 2014) states that pure risk can be sub-

categorised into three types: personal risks, property risks and liability risks, which are 

discussed in detail below.  

 
Personal risk 

 
Personal risk deals with risk of premature death, risk of suffering an illness, risk of losing work 

due to injury or disability, and the risk of becoming totally and permanently disabled. These 

types of risks can generally be covered by personal insurance policies and it is important for 

people to be aware of what particular risks are covered.  
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When a person who financially contributes to the household dies without fulfilling his or her 

financial obligation, the family is likely to be exposed to a worsening financial position.  One 

way to protect the family from the financial effects of the premature death of the breadwinner 

is to purchase Life insurance, which would pay a lump sum upon the insured’s death to his or 

her beneficiary. This lump sum of money can be used by the deceased’s family to pay medical 

costs, pay off a home loan, pay for children’s education and leave money for everyday 

expenses.  

 
Poor health is another major concern in terms of risk exposure of an individual. Poor health 

might lead to increased medical expenses and this might well lead to financial pressure. Poor 

health risks may be directly covered by Personal Health insurance, provided by companies in 

Australia such as Medibank Private, HCF and Bupa to name a few. Poor health risks may also 

be directly covered by Trauma insurance, which would pay a lump sum benefit to the insured 

should he or she suffer a medical condition covered by the policy; and TPD insurance, which 

pays a lump sum or income stream if insured becomes permanently disabled due to accident or 

illness and as a result is unable to work again (Mace, 2021). This payment helps to cover 

medical and possible rehabilitation costs (Mace, 2021), including house modifications, such as 

a wheelchair access.  

 
Involuntary unemployment in most cases leads to loss of income and subsequently, inability to 

meet financial obligations and to provide for the family. Generally, insurance companies cover 

involuntary unemployment only when it is due to injury or disability, not due to dismissal or 

redundancy (McKeown et al., 2012, 2014; Scriven, 2008, 2013). To protect themselves from 

involuntary unemployment, the person would need to purchase IP insurance, which could 

potentially pay benefits until their retirement. While these payments will be subject to income 

tax, they will provide much needed relief when it comes to paying everyday expenses, such as 

food, paying the home loan and other bills. IP insurance premiums may also be tax deductible 

when held outside of a superannuation fund.  

 
Property risk 

 
Property risk is associated with the property owner who may be subject to risk from direct loss 

of property through destruction or theft, and indirect loss because of reduced value of the 

property during economic downturn. For individual homeowners, property risk could be 

covered by House, Contents and Vehicle insurances (which are not directly discussed in this 

thesis). Under these policies, the insured may be able to get a pay-out in case the house gets 
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damaged by either a flood, storm, fire, or earthquake. Contents insurance could cover the cost 

of replacing damaged furniture and other insured items. Motor vehicle insurance would 

generally pay a claim in case of an accident or theft.   

 
Liability risk 
 
Liability risk is another form of pure risk arising out of a legal liability incurred. According to 

McKeown et al. (2012, 2014), there are three broad areas from which a legal liability can arise: 

Common law, Statute law and Contract. Liability penalties can be large and without any upper 

limit. Associated legal defence cost can also be sizable. For business owners, who provide 

personal advice, such as lawyers, doctors, accountants, financial advisers, professional 

indemnity cover can be vital to protect against liability risk. This information is contextual and 

is not explicitly considered in this thesis.  

 
Key person insurance policy is designed to protect a business in the event of the loss of a person 

who makes a significant contribution towards the profitability or stability of the business. When 

a key person dies or is disabled, it could result in a significant impact on revenue, profits, or 

other financial aspects of a business, such as goodwill, ability to repay debts and other expenses 

or access to credit, business contacts and customers (Scriven, 2008, 2013; AXA, 2009; Oliver, 

2009). Key person insurance policy includes Life, TPD and/or Trauma insurance policies taken 

out by a business on the life of a key person and the business owner may pay the premiums.  

 
Business expenses protection policy is a form of revenue protection specifically designed for 

small businesses.  Business expenses protection allows a small business owner to insure against 

losses due to sickness or injury for that proportion of their gross income that normally meets 

the business’s regular operating expenses. Regardless of whether the business generates any 

revenue or not, operating expenses must be paid. Business expenses protection policy pays the 

business for up to 100 percent of the actual regular expenses it incurs. However, business 

expenses protection policy has a benefit period that is usually limited to 12 months (Scriven, 

2008, 2013).  Again, this information is contextual and will not be explicitly considered in the 

thesis, although it is important to understand.   

 
Fundamental risk         
 
Fundamental risk is directed towards society as a whole, such as an earthquake or a fire related 

disaster. Particular risk, on the other hand, mainly concerns a certain person such as car theft 

of an individual. With fundamental risks, governments can provide aid once a disaster has taken 

place, which can alleviate the loss incurred (Rejda, 2010). This information is contextual and 
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will not be something that is explicitly considered in the thesis; however, it is important to 

understand.   

 
Enterprise risk  
 
Enterprise risk is associated with business, and is a culmination of pure risk, speculative risk, 

strategic risk, operational risk, and financial risk (Rejda, 2010). An example of all the above-

mentioned risks arising would be when someone wants to start up a business. The strategic risk 

would refer to uncertainty as to whether the business will be profitable or not. Operational risk 

would result from the firm’s business operations, for example bank fees. Financial risk is the 

uncertainty of loss because of adverse changes in commodity prices, interest rates, foreign 

exchange rates and value of money (Rejda, 2010). While not explicitly considered in this thesis, 

it is important to understand enterprise risk.   

 
With an understanding of the different types of risks, it is now important to consider the 

personal insurance products that have been developed. This discussion has a fundamental 

relevance because this thesis closely examines various personal insurance products, their 

importance, and what drives people’s decisions when purchasing these covers.     

 

2.2.5    Insurance products  
 
In this sub-section the different personal insurance products will be discussed. The main 

products relevant to this thesis are: Life insurance, TPD insurance, Trauma insurance and IP 

insurance. Personal insurance available inside superannuation funds will also be discussed. 

Other major insurance products, such as House/Building and Contents insurance, 

Comprehensive car insurance, and the like, are not covered in detail here, because they are not 

the focus of this thesis.  

 
Life insurance  
 
Life insurance pays a predetermined amount of money to the insured’s beneficiary if the 

insured dies within the policy term. The money that the beneficiary receives can be used to pay 

off the mortgage, to put children through schooling or university, to pay any outstanding debts 

and bills. Many Life insurance policies also include a terminal illness benefit. This means that 

a benefit will be paid to the insured in the event the person has been diagnosed with a terminal 

illness which is likely to lead to death within 12 months (Beal and McKeown, 2009; Clifford, 

2008). Proceeds from Life insurance can be helpful to reduce the financial pressure for the 

family when the breadwinner dies. The policies can either have stepped or level premium 
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structure. Stepped means that the premium increases with the life insured’s age. Level means 

that the premium does not increase with the person’s age, but only increases with the inflation 

(Scriven, 2008, 2013). Indexation of the sum insured is available, which means that insurance 

companies offer the policy owner the ability to increase the sum insured once a year, without 

any underwriting. This is done so that the sum insured increases with the rate of inflation. Most 

companies will, however, not offer any further indexation of benefits if the policy owner has 

refused three consecutive indexation offers (Scriven, 2008, 2013). There are usually various 

exclusions in a Life insurance policy. The most common exclusions are suicide within 13 

months of the commencement or reinstatement of a policy, and war (Beal and McKeown, 2009; 

Clifford, 2008). Life insurance is guaranteed renewable, which means that once the policy is 

in place and premiums are paid by the insured, the insurance company cannot alter or cancel 

the insurance policy. The policy is usually renewable up to the age of 100, however, some 

companies reduce this to the age of 65 or 80 (Scriven, 2008, 2013). Life insurance policy can 

also include additional rider benefits. If either of these riders was to be claimed and paid, it 

would reduce the amount of the scheduled sum insured payable on death. The examples of 

these riders are: TPD insurance and Trauma insurance. The TPD and Trauma insurance 

amounts taken out as extra benefits can be less or equal to the amount of Life insurance but can 

never be more than Life insurance. Trauma insurance can be added as a rider only when the 

policy is held outside of a superannuation fund, because it can never be held inside a 

superannuation fund, due to regulations about what superannuation funds can invest into on 

behalf of their members (Scriven, 2008, 2013). 

 
Total and Permanent Disability insurance (TPD) 
 
The key purpose of TPD insurance policy is to provide money when the insured is permanently 

unable to work or has lost the ability to function cognitively or physically. The money can be 

used to modify the house, pay for medical care and medical procedures. While the definition 

of ‘permanent disability’ differs from insurer to insurer (Taylor, Juchau, Houterman, 2010), 

generally, it means that the insured will receive TPD insurance pay-out if he or she is unable 

to work in his or her own, or any occupation for which they are suited by training, education, 

or experience. The insured can also be paid if they have a permanent loss of sight and/or limbs. 

Payments can also be made to cognitively impaired individuals. All claims are examined on a 

case-by-case basis and subject to different circumstances (Scriven, 2008, 2013). The main 

features include the choice of own and any occupation definition and choice of being a 

standalone or a rider. Under ‘own’ occupation definition, the insurance company will pay 
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benefits if the insured becomes disabled and unable to perform the duties of his or her own 

occupation for six months and then is unlikely to perform those activities in the future. This is 

a more expensive option to have, compared to ‘any’ occupation definition, and as such not 

many people can afford it. However, as suggested by the insurance industry it may be the best 

cover to have due to higher chances of receiving a pay-out. The ‘any’ definition is a lot broader 

and it is harder for the insured to successfully receive pay-outs under this policy. Under this 

definition, the insured will only be paid if he or she cannot perform the duties of his or her own 

occupation for six months, and then is still unable to perform any work for which they are 

suited for by training, education, or experience (Scriven, 2008, 2013). Such a TPD insurance 

policy can be a standalone or attached to a Life insurance policy (as discussed above). If it is a 

standalone policy, the amount insured is not restricted to the amount insured under Life 

insurance policy, as is the case when TPD insurance is a rider to a Life insurance policy 

(Scriven, 2008, 2013).  The main exclusions under a TPD insurance policy are self-inflicted 

acts and activities of war. It can be more difficult to get a pay-out under a TPD insurance policy 

than from Life insurance because definitions of TPD insurance are complex and often involve 

lengthy underwriting by insurance companies.  

 
Trauma insurance 
 
Trauma insurance policy (also known as Crisis Cover or Critical Illness insurance) provides a 

benefit for a life-threatening medical condition or event, which seriously compromises the 

insured person’s current and future quality of life. The money received from this cover ideally 

should be enough to cover the mortgage and leave sufficient funds for medical expenses and 

rehabilitation. Trauma insurance policy covers many forms of illnesses and injuries that result 

in severe medical trauma and are always defined in the policy document. Examples of major 

trauma conditions include cardiovascular conditions, cancer, and stroke (Laing, 2009; Tribeca 

Learning, 2004; Stalowicz, 1998). To be able to make a claim under this policy, the insured 

does not have to die because of suffering the severe medical trauma or become totally or 

permanently disabled after it. Instead, the objective of this type of policy is that the benefit 

amount is payable upon the occurrence of an insured event, provided that the definition of that 

event in the policy is satisfied. It is important for every insured individual to make sure he or 

she understands what conditions they are covered against and what conditions are not covered 

by the policy. Some insurance companies cover more than 30 conditions, but some limit 

themselves to a few major conditions (Scriven, 2008, 2013).  
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Income Protection Insurance (IP) 
 
IP insurance can also be known as income replacement or salary continuance. The key purpose 

of IP insurance is to replace the earnings of the insured, so the impact of sickness or injury is 

minimised. With most insurance companies, IP insurance covers only 75 percent of the first 

$20,000 of gross monthly income, and 50 percent of gross monthly income that exceeds 

$20,000 per month. This gap is supposed to ensure that there remains an incentive to return to 

work (Scriven, 2008, 2013; Beal and McKeown, 2009). This type of insurance is used to cover 

every day living expenses and bills. The ability to earn income can be considered as the main 

asset a person can have. If an individual is not able to work and does not have any other source 

of income, such as rent revenue or extended sick leave, then many can find themselves in a 

position where they can no longer meet their financial obligations and could be forced to sell 

their house and/or other assets.   

The qualifying period is the period during which the insured will not be able to get any 

payments from their insurance company. The waiting period is the number of days a person 

must be unable to work before income benefits start to be paid. The longer the waiting period, 

generally the lower the premiums. The waiting period is regarded as a period of self-insurance, 

after which the risk will be transferred to the insurer. The usual waiting periods are: 14 days, 

30 days, 60 days, 90 days, 180 days, one year or two years. When deciding which waiting 

period is the most appropriate for a person, three aspects need to be examined: their asset base, 

options for income continuation and affordability. Asset base means how long would the life 

insured be able to survive financially if they were sick or injured and unable to work. This will 

be determined by how much savings that person has. Income continuation means how long 

would the life insured’s income continue if he or she were sick or injured and unable to work. 

This will be determined by accumulated sick leave and statutory income continuation from 

workers compensation. Affordability of premiums may influence which waiting period will be 

taken out (Scriven, 2008, 2013). The benefit period is the period of time that the claimant will 

receive benefits with usual benefit periods being: one year, two years, five years, to age 55, to 

age 60, to age 65 and to age 70 (Scriven, 2008, 2013; Beal and McKeown, 2009).  

Recent issues in the income protection market were evident by the $3.1 billion losses over the 

five years (Australian Prudential Regulation Authority, 2020). Furthermore, life insurance 

companies have been reporting losses on income protection policies since 2008, which was the 

time when APRA started to report income protection results as a separate product line (Bennett 

& Merten, 2020). These continued losses indicate that significant changes need to take place 
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in life insurance companies and the product itself. To address those issues, life insurance 

companies engaged in various preventative measures, such as re-pricing and other risk 

management initiatives (Bennett & Merten, 2020). The Actuaries Institute has commissioned 

KPMG to prepare a report about a sustainable long-term solution that supports consumers. The 

report concluded that the sector needs simpler products, a reduction of many currently available 

options, a change to definitions, and a review of the benefits to ensure future access to 

affordable Income Protection insurance. The Report had also found that Australia offers more 

comprehensive Income protection policies to different types of occupations and target markets 

than the United States of America (‘USA’), United Kingdom (‘UK’) and South Africa. In 

addition, Australian Income Protection products have more features, higher issue limits, longer 

benefit periods and shorter waiting times compared to products available in the USA and UK. 

The Report had suggested that the changes would make Income Protection more sustainable in 

the long term. It was suggested that there have significant increases in premiums, extremely 

high levels of claim costs and large losses for the majority of insurance companies. As a result, 

the above-stated issues could eventually lead to the withdrawal of Income Protection product 

altogether, which will not be beneficial for the consumers (KPMG, 2020).   

The next sub-section will discuss how personal insurance can be provided within a 

superannuation fund and its appropriateness and adequacy. This is an important part of personal 

insurance provision because most working people in Australia would have some amount of 

cover through their superannuation fund, however, they may not be fully aware of this cover.  

  
Insurance inside a superannuation fund    
    
The discussion about insurance would not be complete without addressing insurance within a 

superannuation fund. This is a very popular way of offering personal insurance policies to 

Australians. More than 70 percent of personal insurance policies in Australia are held inside 

superannuation funds (Rice Warner, 2016). There are many advantages and disadvantages in 

using this strategy, which will be discussed in this section. 

Whether or not people should have insurance within superannuation is an important decision 

which depends on facts such as: taxation, estate planning, affordability, accessibility, and ease 

of administration. Adequacy of this cover is also an important aspect because it may be that 

the cover offered within a superannuation fund simply does not address all financial needs of 

the person.    



 57 

There are some advantages of holding personal insurance within a superannuation fund, these 

include: a lower cost of insurance or a higher level of cover (Bruce, 2018). This is because 

superannuation funds can have more bargaining power since they have many members. 

Another advantage is that it can be a cash flow effective way of paying for insurance (Bruce, 

2018; Demanuele, 2019). This is because the insurance premium is paid by a superannuation 

fund, and it takes money from the member’s account. In this way, the balance of the 

superannuation account decreases, but the insured does not have to spend money out of their 

current cash flow to pay for the insurance premium. This is especially attractive when the 

insured needs to have a high level of cover due to many financial obligations but cannot afford 

to pay premiums using their own after-tax money. This is especially useful for young families 

with small children who are more reliant on the cash they have to pay for everyday expenses, 

including mortgage repayments (Scriven, 2008, 2013). But of course, the disadvantage is that 

the amount available for retirement within superannuation is decreased each time the insurance 

premium is paid. Another advantage is that many funds automatically provide cover to 

members, either without any medical underwriting or with reduced underwriting (Demanuele, 

2019). This could be beneficial to people who have some pre-existing medical conditions 

(Bruce, 2018).    

   
Taxation is one of the most important issues when considering purchasing insurance within a 

superannuation fund. Most people will not pay tax on lump sum or income streams taken out 

of superannuation over the age of 60. In cases where a member is totally and permanently 

disabled and requires the pay-out to be made before he or she turns 60, the benefits released 

will be subject to tax at approximately 15 percent rate (Bruce, 2018). To provide cover to clients 

that they need, and to allow for tax to be paid if benefits are taken out prior to the age of 60, it 

may be prudent to gross up the value of TPD insurance benefits held in the fund by the amount 

of tax to be paid. Also, premiums paid by superannuation funds from member’s account are 

generally tax deductible to the superannuation fund (Demanuele, 2018).   

 
Another issue with having TPD insurance inside a superannuation fund is that all benefits 

within superannuation, including insurance proceeds, are subject to Superannuation Industry 

Supervision (SIS) legislation. When it comes to benefits paid through TPD insurance, it is very 

difficult to satisfy the SIS legislation’s definition of ‘permanent disability’, because it may be 

more restrictive than definitions provided by insurance companies. This means that even if the 

insured satisfies the insurer’s definition of permanent disability and the proceeds are paid to 

the insured’s superannuation account, the definition may not be satisfied under the SIS 
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legislation, and as a result, the proceeds may be trapped within the superannuation fund until a 

condition of release is satisfied.  

 
In the next section, development of the regulatory framework and the regulatory authorities 

will be discussed. The regulatory authorities and regulatory framework currently regulate the 

insurance industry, and make sure that it operates within norms and limitations. Regulatory 

authorities also try to ensure that financial advisers conduct their professional duties in 

accordance with law and possess appropriate education and training.  

 

2.3    Australian insurance industry overview 
 
Though much junior to their USA and UK counterparts, the Australian insurance industry is 

more than 175 years old. Joseph Tice Gellibrand became the first Life insurance policyholder 

in Australia in 1833, and the first claim was made in 1837. Alliance Assurance was the 

company that had issued the first policy and paid the first claim (Vero, not dated). Life 

insurance companies mainly deal with personal life insurance products: namely Life insurance, 

TPD insurance, Trauma insurance, and IP insurance.  

 
This section will look at the development of regulatory framework of the insurance industry, 

as well as the main regulatory bodies in Australia. It is important to draw a connection between 

the regulatory system and people’s perception of the financial planning industry and insurance. 

The main legislative piece and association that regulate financial advisers are Corporations 

Amendment (Future of Financial Advice) Act 2012 (FOFA) and Financial Adviser Standards 

and Ethics Authority (FASEA). One of the reasons for these strict regulations is to try to 

enforce the professionalism of the financial planning industry and to encourage people to feel 

more confident when dealing with insurance companies.  

 

2.3.1    Development of the Regulatory framework 
  
In Australia there is a mixed regulatory history; as some aspects of the insurance industry have 

been subject to increased regulation, whereas other aspects have been de-regulated to provide 

for more competition. This illustrates that while there is a desire for increased competition, 

there is a perceived need to ensure that the system is not abused, and confidence is maintained.     

Compliance is a set of regulations and business behaviours that companies and Financial 

Service Licence holders must meet. Previously insurance companies and insurance brokers 

operated within the accepted law of contract, and when a judgement was needed, it was made 

under common law (that is, principles established by case law). Generally, insurance brokers 
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were paid directly by the company who they represented and whose products they sold. As a 

result of this, insurance advice was not always appropriate for clients’ needs due to conflicts 

of interest, conflicted remuneration, agency theory, and fiduciary duties, which made the 

general public loose trust in the insurance industry (Teale, 2008, 2013, 2016). Compliance with 

regulatory obligations is very important in the insurance industry, as it can be argued that strict 

regulation may lead to more people having faith and trust in the industry and financial advisers, 

in particular, and subsequently lead to an increased purchase of personal insurance products.   

 
The regulation of the personal insurance industry has been changing over the past 30 years, 

primarily due to the realisation that the previous system of regulation was proving to be 

inefficient (Teale, 2008, 2013, 2016). Deregulation of the insurance industry began with the 

Campbell inquiry (1979) which led to a virtually deregulated environment in the Australian 

financial system. The findings of the inquiry were that the previous set of regulations had 

produced an inefficient financial system (Swan, 1983).  The Campbell Committee believed that 

the best was to build an efficient market and to have it subjected to minimum levels of 

regulation and government intervention (Sheehan, 1983). The Campbell inquiry (1979) 

resulted in the Committee Report (1981). This Report discussed the regulation and control of 

the Australian financial system and made recommendations on its improvement. Subsequently 

this was followed by the Financial System Inquiry (FSI) 1997, and then the Wallis Inquiry 

Report in 1997 (Teale, 2008, 2013, 2016). The objective of the FSI was to facilitate and 

promote economic efficiency, accountability, transparency and assist business to adapt to 

changes in the financial climate. Between the Campbell Committee Report (1979) and the 

Wallis Report (1997) there were many attempts to introduce a refined, and stronger insurance 

regulatory system. The Wallis Report focused on “reviewing the process of deregulation and 

refining the regulatory system” (Teale, 2008, 2013, 2016). These improvements recommended 

by Wallis Report created a structure based on the Reserve Bank of Australia (RBA) and the 

Australian Prudential Regulation Authority (APRA). The final legislative piece to come as a 

result of the Wallis Report was the Financial Services Reform Act 2001 (Cth) (FSRAct). It was 

designed to provide a united regulatory framework to improve efficiency and competitiveness, 

incorporated into the FSRAct were the recommendations which arose from the Corporate Law 

Economic Reform Program (CLERP).  

 
From 1 July 1998, the new financial regulatory framework came into effect, in response to the 

recommendations of the Financial System Inquiry 1997 (Wallis Committee) (Reserve Bank of 

Australia, 1998). Under the new structure, a single prudential supervisor, APRA, was 
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established to take responsibility for the supervision of banks, personal and general insurance 

companies, and superannuation funds. The Australian Securities and Investments Commission 

(ASIC) assumed responsibility for market integrity and consumer protection across the 

financial system (Reserve Bank of Australia, 1998; McKeown et al., 2012). The RBA retained 

responsibility for monetary policy and the maintenance of financial stability, including stability 

of the payments system.  

 
In terms of insurance, some of the reasons behind deregulation were to provide customers with 

insurance contracts which were easier to understand and compare, to reduce limits on 

competition between insurance companies providing further advantages for customers, and to 

enhance the quality of information disclosed by insurers of their financial position (Teale, 2008, 

2013, 2016).  

 
In 2002 the Financial Services Reform Act (FSRA) was introduced in Australia which had a 

large impact on the industry and other groups such as the accounting profession, regulators, the 

financial services industry, educators, and consumers (Cull, 2009). The FSRA introduced a 

regime consisting of three key elements, which were: product disclosure; licensing of financial 

markets, clearing and settlement facilities; and licensing and the conduct of financial service 

providers (Australian Securities and Investments Commission, 2002).  

 
The next major regulation for the financial planning industry was in 2011 with the voluntary 

introduction of the Future of Financial Advice (FOFA) reforms, which became mandatory on 

1 July 2012. The Hon Bill Shorten MP stated the basis of FOFA was that the government 

needed to ensure more Australians had access to high quality and affordable advice. Shorten 

(2011) further emphasised that this was particularly important, because people enjoyed a longer 

life, and that those people who accessed quality financial advice were better off compared with 

those who did not. Based on this assumption, it was important to ensure that financial advice 

was in fact quality advice and to address this, the FOFA reforms focused on improving the 

quality of financial advice and expanding the availability of more affordable forms of advice. 

Shorten (2011) stated that the key reforms included a ban on conflicted remuneration 

structures, including commissions and volume payments, a requirement for advisers to obtain 

client agreement for ongoing advice fees every two years, and the expansion of limited advice. 

A specific change which is important for this thesis is the fact that conflicting remunerations 

for personal insurance within a superannuation fund were removed. This meant that financial 

advisers were no longer potentially bias when providing personal insurance advice to clients, 
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because the possible financial incentive was removed. This change was also driven by 

subsequent reduction of premiums and other fees and charges which can reduce the balance of 

a superannuation account. It was also discussed that the findings of the ASIC shadow shopping 

surveys illustrated that over half involved poor Life insurance advice.6 These were the reasons 

that were given by the Government in relation to banning up-front and trailing commissions 

for both individual and group risk within superannuation from 1 July 2013. However, at the 

same time the Government did not ban the above-mentioned commissions to risk insurance 

outside of superannuation. This could raise some questions as to why the commissions were 

not banned in relation to insurance policies outside of superannuation. The Government in their 

report did not provide any explanation to this.  

 
Another important regulatory piece for the life insurance industry came from the Life Insurance 

Code of Practice, which is a commitment of the industry to abide by the set customer service 

standards. It has been developed by the life insurance industry through the Financial Services 

Council (FSC) to promote high standards of service to consumers, to provide a benchmark of 

consistency within the industry, and to establish a framework for professional behaviour and 

responsibilities (Financial Services Council, 2019). These standards were introduced and 

designed to protect consumers. The Life Insurance Code of Practice commenced on 1 October 

2016, and covers Life insurance policies such as: life insurance and terminal illness; TPD; 

trauma/critical illness insurance; disability insurance; funeral insurance; income 

protection/salary continuance; business expense cover; and consumer credit insurance (CCI) 

issued by a life insurer (Financial Services Council, 2019). The main purpose of the Code is to 

make sure that the life insurance industry and its participants are committed to being open, fair 

and honest in their dealings with consumers.   

 
Overall, this history illustrates that the insurance industry has been seen as problematic in terms 

of conflicts of interest. Although the government has also tried to increase competition to 

provide a more effective system.   

 
 
 
 
 
 
  

 
6 Recommendation 5.12 of the Super System Review proposed that up-front and trailing commissions and similar payments should be 
prohibited in respect of any insurance offered to any superannuation entity, including self-managed superannuation funds (SMSFs), regardless 

of rules on commissions that might apply outside superannuation. 
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2.3.2    The Regulatory Authorities and the Reserve Bank of Australia (RBA) 
 
In this section various regulatory authorities and their functions will be discussed to understand 

what regulatory bodies are in place and their role in improving and maintaining integrity in the 

financial planning industry.  

 
Australian Securities and Investment Commission (ASIC) 
 
ASIC is an independent government body set up under and administers the Australian 

Securities and Investments Commission Act 2001 (ASIC Act) and carries out their work under 

the Corporations Act (Australian Securities and Investments Commission, 2020). ASIC 

regulates the Australian financial sector and aims to give consumers confidence when 

purchasing financial products (Australian Securities and Investments Commission, 2020). 

Through regulating the insurance industry, ASIC’s purpose is to make the industry much more 

reliable and give clients greater confidence when purchasing insurance products. The insurance 

industry was seen as needing regulation as there was doubt about the integrity of the industry 

leading to reduced client confidence when purchasing insurance. ASIC also administers the 

Financial Services Reform Act 2001 (Teale, 2008, 2013, 2016). To become an Australian 

Financial Services Licensee (AFSL), or an authorised representative, the person must first 

satisfy the Regulatory Guide 146 (RG 146) (Australian Securities and Investments 

Commission, 2012).    

 
ASIC administers legislation relevant to the insurance industry, examples of these include: 

Corporations Act 2001 - Corporations Amendment (Professional Standards of Financial 

Advisers) Act 2017, Australian Securities and Investment Commission Act 2001, Insurance 

Contracts Act 1984, Superannuation (Resolution of Complaints) Act 1993, Superannuation 

Industry Act 1997, Retirement Savings Account Act 1997, Life Insurance Act 1995, Insurance 

Act 1973 and Medical Indemnity (Prudential Supervision and Product Standards) Act 2003. 

ASIC is one of the main regulatory bodies overseeing the financial industry and regulates 

financial advisers. ASIC is also responsible for keeping a register, which is a public record of 

financial advisers in Australia who provide personal advice on financial products to consumers. 

It allows consumers to check that a financial adviser is authorised to provide financial advice 

and find information about that adviser before getting financial advice from them. ASIC issues 

Australian Financial Services (AFS) licences to financial advisers.  

 
The FOFA was made mandatory on 1 July 2013, which provided ASIC with enhanced powers 

of regulation and focuses on remuneration of advisers. FOFA requires advisers to put the best 
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interest of the clients ahead of their own when providing personal advice to retail clients. FOFA 

is also altering the way in which advisers are paid commissions; previously an adviser could 

focus on selling products from providers who paid large commissions; now however, advisers 

will need to bill clients directly, meaning profits should be based on the quality of advice. 

FOFA is not a regulatory body, but it is a legislative framework that was created by ASIC 

(Australian Securities and Investments Commission, 2020).  

 
Australian Prudential Regulatory Authority (APRA)  
 
APRA was established on 1 July 1998 and it oversees the operations of the banking sector, 

general and reinsurance companies, as well as life insurance companies. APRA also monitors 

the capital requirements and liquidity management of insurance companies (Kidwell, Brimble, 

Beal & Willis, 2006). APRA maintains standards that ensure that promises made by insurance 

companies are met within a stable and efficient financial system (Australian Prudential 

Regulatory Authority, 2020). One of the main functions of APRA relevant to the regulation of 

the insurance industry is to monitor regulated entities, and ensure they comply with the 

legislation and the prudential policy (Australian Prudential Regulatory Authority, 2020). 

APRA supervises life companies (including friendly societies) registered under the Life 

Insurance Act 1995 (Life Act). By ensuring that insurance companies fulfil their promise to pay 

out claims to insured persons, this can maintain the efficiency of the insurance system. If 

insurance companies did not honour their promise to pay claims to their clients, then this could 

cause people not to renew their insurance policies, subsequently forcing premiums to increase 

to ensure adequate funds in the pool. The Life Insurance Act 1995 regulates the life insurance 

industry by regulating business operations, prudential standards, as well as the sale and closure 

of life insurance companies. Originally, laws relating to life insurance were within the powers 

of the states and territories, but were transferred to the Commonwealth government in the 

1930’s, resulting in the Life Insurance Act 1945, and then updated and replaced by the Life 

Insurance Act 1995 (Berrill, 2016).  

 
Australian Competition and Consumer Commission (ACCC) 
 
The ACCC was established in 1995 by the merger of the Trade Practices Commission and the 

Price Surveillance Authority (Australian Competition and Consumer Commission, 2020). The 

ACCC is an independent Commonwealth statutory authority that administers the Competition 

and Consumer Act 2010 (previously known as the Trade Practices Act 1974), as well as 

fulfilling additional responsibilities under other minor legislation. The ACCC’s main 
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responsibilities include anti-competitive behaviour and unfair market practices, mergers and 

acquisitions of companies and product safety/liability (Teale, 2008). The ACCC also focuses 

on consumer issues and competition in private health insurance (Australian Competition and 

Consumer Commission, 2020), and produces yearly reports about private health insurance. 

 
Reserve Bank of Australia (RBA) 
 
The RBA is a central bank of Australia and was established and is governed by the Reserve 

Bank Act 1959. It is responsible for monetary policy, with the desired result being a low and 

stable inflation rate over the medium term (Teale, 2008, 2013, 2016). The other role of the 

RBA is to maintain financial stability, and make sure the payment system in Australia is safe 

and efficient (Kidwell, Brimble, Beal & Willis, 2006). It is important for the financial industry, 

particularly for financial advisers, that the RBA maintains a strong Australian dollar and a low 

inflation rate. Increased inflation means increase in interest rates, which can result in a loss of 

purchasing power due to high prices and borrowing unaffordability (McTaggart et al., 2010).  

 
Education and professional standards requirements 
 
ASIC regulates financial advisers by continuously monitoring their compliance and 

introducing amendments to current legislation. In March 2017 reforms were introduced into 

the Corporations Act 2001 by the Corporations Amendment (Professional Standards of 

Financial Advisers) Act 2017 to raise the education, training, and ethical standards of financial 

advisers. The Act stipulates that from 1 January 2019 professional standards apply to financial 

advisers who provide personal financial advice to clients. At the time of writing the 

requirements under these reforms for financial advisers include: having an approved 

qualification, passing The Financial Adviser Standards and Ethics Authority (FASEA)7 exam, 

participating in 40 hours of continuing professional development (CPD) per year, and 

complying with the Financial Planners and Advisers Code of Ethics – a set of principles and 

core values in the areas of ethical behaviour, client care, quality process and professional 

commitment. In order to be able to work as a financial adviser, the person would need to 

complete a full-time professional year that includes at least 100 hours of structured training. 

These are the requirements for the new entrants into the industry, however existing advisers 

will have until 1 January 2026 to meet these standards (Australian Securities and Investments 

Commission, 2020). 

 

 
7 FASEA is responsible for implementing and overseeing the professional standards. 
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The reason for these educational requirements is to ensure that financial advisers who provide 

advice to clients are properly qualified and educated. It is argued by the government that 

financial advisers who comply with educational requirements would be more likely to provide 

advice free of bias (independent) and the one that is best for the client.  

 
The Hon Kelly O’Dwyer MP in 2017 suggested that the previous educational requirements for 

financial advisers were not sufficient, because they allowed some advisers to provide financial 

advice to retail consumers after only four days of training. Minister O’Dwyer added that the 

introduction of new reforms demonstrates the Government’s commitment to building trust and 

confidence in the financial advice industry by making sure that financial advisers are properly 

qualified and put clients’ interest first.   

The discussion about educational and professional standards requirements for financial 

advisers is an important one as it may influence people’s desire to insure themselves.   

 
In the next section, issues relating to insurance industry will be discussed. Specific points which 

will be discussed are reputation of insurance industry, complexity associated with financial 

industry, non-payment of claims, and broker/planner remuneration problems.   

 

2.4    Issues in the insurance industry 
 
The following section will identify some of the issues associated with the insurance industry 

and insurance companies, such as reputation, non-payment, complexity and financial literacy, 

moral hazard, adverse selection and remuneration.  

 

2.4.1    Reputation of insurance companies  
 
Reputation is an important intangible asset, which takes a long time to build and which directly 

affects the value of the firm and individuals’ willingness to buy products. When reputation of 

the firm or industry is established, it may feel that nothing can damage it, but repeated staff 

misconducts can lead to reputation damage (Gaultier-Gaillard & Louisot, 2006). The financial 

planning industry, specifically the insurance industry, historically did not have a very good 

reputation in Australia, mainly due to non-payment of claims, complexity, moral hazard, and a 

remuneration procedure (Cull, 2009).     

 

2.4.2    Non–payment of insurance claims and non-disclosure by insureds   
 
As discussed above, there are various regulations in place to protect customers and encourage 

more stringent control of insurance providers. However, the existence of consumer protective 
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laws does not fully eliminate the cases of non-payment of claims by insurance companies. 

Feinman (2010) points out that insurance is a very important safety net for middle class people, 

and when insurance works the way it should, with claims paid correctly and in a timely manner, 

it provides peace of mind to insured individuals. Feinman (2010) further highlights that 

avoiding paying claims for whatever reason could be perceived unfavourably by the general 

public and could potentially hinder their decision to purchase a personal insurance policy.    

 
Insured individuals do not always get a pay-out from their policies. There are numerous 

examples of non-payments of claims, however the ones which the general public is aware of 

may be from some catastrophic events, such as floods, fires, and other natural disasters. Some 

examples include the floods in January 2011 in Queensland and parts of New South Wales and 

Victoria, and recent bushfires in spring and summer of 2019/2020. These events caused loss of 

life and a large amount of property damage. After the floods numerous insurance issues arose 

relating to whether ‘flood insurance’ was in place in respect of the property destroyed or 

damaged by flood waters and if so, whether the policy in question covered the loss that was 

sustained. In this context the proximate cause of the loss was critical. Another aspect was that 

insureds were in very difficult circumstances while waiting a long time for the outcome of 

insures’ deliberations. This resulted in a widespread criticism directed at the insurance industry 

(Natural Disaster Insurance Review, 2011). For example, Queensland’s newspaper, The 

Courier Mail in its 9 February 2011 Editorial stated: 

 
“A uniformly plain-English insurance contract that drops the jargon and the legalese 

would be a good start to ending the agonising charade that is played out so often in 

Australia when disaster strikes. The last thing we want is to be left in an interminable 

legal purgatory while the insurance industry hires teams of anonymous hydrologists to 

assess whether the flooding was riverine in nature, surge-related or due to a good old 

downpour” (“Insurers Must End Agony”, The Courier Mail, editorial, 9 February 2011, 

http://www.couriermail.com.au/ipad/editorialinsurers-must-end-agony/story-fn6ck620-

1226002422830, no page number available). 

 
The article went on to describe how people were left not knowing when the situation with their 

insurance claim payout would be resolved; combined with the level of secrecy of the Insurance 

Council of Australia. Insured individuals felt that insurers were looking for legalistic excuses 

to avoid paying out on policies, rather than genuinely trying to honour contracts and help those 

customers in need. The article also stated that insured people thought that arcane definitions of 

http://www.couriermail.com.au/ipad/editorialinsurers-must-end-agony/story-fn6ck620-1226002422830
http://www.couriermail.com.au/ipad/editorialinsurers-must-end-agony/story-fn6ck620-1226002422830
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legal obligation have usurped any sense of moral duty for many insurers. Also, the Courier 

Mail newspaper was of the opinion that insureds had a right to read the hydrologists’ report 

once it was completed, instead of making it a secret commodity of an insurance company. 

Without a level of transparency, people would not know the outcome of the decision, and it 

was understandable that they would feel somewhat cynical about the ethics of the business 

(The Courier Mail, 2011). This flood example highlights the tension that can arise about what 

technically is covered by an insurance policy which can depend upon legal and scientific 

definitions. This can create uncertainty and delays, which is destressing to those who have 

suffered loss and can leave a bad impression about whether it is worthwhile having insurance 

or not.    

 
Another argument relevant here is whether the insured individuals received adequate disclosure 

of information from their insurance companies about the policy, its exclusions, inclusions, 

limitations, and special conditions (Tarr, 2011). It can be that this information is not detailed 

to the potential insured individuals, and people are just expected to sign the insurance papers. 

This was exacerbated by the divergence of insurance definitions among various insurance 

companies, including insurers like CGU, NRMA, RACQ, Allianz, Real Insurance, Guild 

Insurance, QBE, Suncorp, Westpac, National Seniors and Mansions of Australia (Tarr, 2011). 

For example, Mansions of Australia Home and Contents Insurance provided cover for 

accidental loss or damage to the insured building up to the replacement cost, with no exclusions 

relating to flood or water damage applies. Whereas QBE’s Gold Star Home and Contents 

Policy insured against malicious damage, accidental loss or damage to the insured’s home and 

contents during the period of insurance. Flood cover was optional with flood defined as “the 

inundation of normally dry land by water escaping from any watercourse, lake, canal, dam or 

reservoir”. However, the insured must elect this option and pay an additional premium. 

 
The Residential Strata Insurance Plan provided through CHU Underwriting Agencies provides 

expressly that the insured is not covered for damage caused by flood. The definition of flood 

in this policy meant “when water that is normally contained in a Water Catchment System 

increases because of rainfall or snow melt (whether in the immediate region or elsewhere) or 

is deliberately released by an authority, and the water overflows onto land that is not normally 

covered by water”. While flood cover is an excluded loss, or damage to fences and gates as a 

result of the storm and/or tempest is covered, as is loss or damage to insured property caused 

by tsunami (Tarr, 2011). 
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As it can be seen from the above three examples it appears that in the first instance the cover 

for flood was available, in the second flood cover was possible if the insured elected to add 

such cover and paid an additional premium, and the third, the cover for flood was not offered 

(Tarr, 2011). However, to complicate matters about the definition of ‘flood’, Solomons and 

Thompson (2011) from The Courier Mail discussed hydrologists’ report produced by the 

engineering firm WorleyParsons for CommInsure and NRMA. This report was used by the 

above-mentioned insurance companies as justification for not paying claims to victims in the 

Bremer and Brisbane River catchments. In the report for CommInsure, dated February 18, seen 

by The Courier Mail, WorleyParsons argues only properties damaged before 7am on January 

10 "would fall within the flash-flooding definition of CommInsure". CommInsure's definition 

of flash flooding was "where the flooding occurs within 24 consecutive hours of the storm 

having commenced". WorleyParsons wrote that "unusual" rainfall in the upper catchment from 

1pm on January 10 caused flooding in the Brisbane River but too slowly for it to trigger payouts 

under CommInsure's policies. The report stated that "because levels (in the Brisbane River) did 

not exceed the BoM's (Bureau of Meteorology) 'Moderate' designation until at least 29 hours 

after this time, it is highly likely that all properties affected by the overflow of the Brisbane 

River would fall within the 'flooding' definition of CommInsure," the report stated (Solomons 

and Thompson, 2011).  

 
However, according to Insurance Contracts Act 1984 (Cth), s 35(1) and s 35(2), the insurer 

cannot rely on the terms of the contract to deny liability or reduce the amount of liability below 

a certain prescribed minimum unless the insurer proves that before the contract was entered 

into, the insured was clearly informed in writing (whether by providing the insured with a 

document containing the provisions, or the relevant provisions, of the proposed contract or 

otherwise) or that the insured knew, or that a reasonable person in the circumstances could be 

expected to have known, that the insurer was liable only for the lesser amount or that the 

particular risk was not covered by the contract of insurance (Tarr, 2011). The fact of the matter 

is that normally the Product Disclosure Statement (PDS) will have this information clearly 

identified, however individuals selling insurance often do not explain information fully as they 

may be more interested to make a sale, leaving insureds to read the PDS themselves. Also, 

unfortunately, it may be that people do not read and/or understand those documents. As a result, 

insurance company can argue that they have actually provided provisions of the cover in 

writing, and because policy holders did not bother to read those documents, non-payment of 

claims becomes insureds’ problem. It could be argued that it should be the responsibility of 
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people selling insurance policies to make full disclosure of all-important aspects of the contract, 

although this can be difficult given the length of insurance contracts and the multiple and 

technical consequences.   

 
Inadequate disclosure and divergence in insurance definitions has also occurred with personal 

insurance. Cases have illustrated circumstances where insurance companies in question were 

not prepared to pay the claim to policy holders, arguing that either the medical conditions were 

not covered, or full disclosure from the insured was not provided.  

   
For example, in Asteron Life Ltd v Zeiderman [2004] NSWCA 47, Royal & Sun Alliance 

Financial Services Limited (now called Asteron Life Limited) issued a Recovery Insurance 

Policy (Trauma insurance) to Mr Zeiderman on 9 February 2000. Although cancer was one of 

the medical conditions that entitled the insured to a $280,000 benefit, section 18 of the policy 

provided that the insurer would not pay for cancer if it was first diagnosed within three months 

after the issue date of the policy. Mr Zeiderman was diagnosed with testicular cancer on 8 May 

2000. The tumour had been present for a number of months, but Mr Zeiderman was not aware 

of its existence until April 2000. The insurer refused to pay Mr Zeiderman's claim based on the 

exclusion clause in the policy. Mr Zeiderman commenced proceedings against the insurer. The 

primary Judge found in Mr Zeiderman's favour. If the policy had stood on its own, and was not 

affected by any statute, technically the insurer was not liable to pay. However, this result was 

altered by section 47 of the Insurance Contracts Act 1984 (the Act), which deals with pre-

existing sicknesses and/or disabilities. Section 47 of the Insurance Contracts Act 1984 states:  

 
“This section applies where a claim under a contract of insurance is made in respect of a 

loss that occurred as a result, in whole or in part, of a sickness or disability to which a 

person was subject or had at any time been subject.  

 
Where, at the time when the contract was entered into, the insured was not aware of, and 

a reasonable person in the circumstances could not be expected to have been aware of, 

the sickness or disability, the insurer may not rely on a provision included in the contract 

that has the effect of limiting or excluding the insurer's liability under the contract by 

reference to a sickness or disability to which the insured was subject at a time before the 

contract was entered into” (website article, no page number available, 

http://classic.austlii.edu.au/au/legis/cth/consol_act/ica1984220/s47.html#:~:text=(1)%2

0This%20section%20applies%20where,at%20any%20time%20been%20subject.).   

 

http://classic.austlii.edu.au/au/legis/cth/consol_act/ica1984220/s47.html#:~:text=(1)%20This%20section%20applies%20where,at%20any%20time%20been%20subject
http://classic.austlii.edu.au/au/legis/cth/consol_act/ica1984220/s47.html#:~:text=(1)%20This%20section%20applies%20where,at%20any%20time%20been%20subject
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The insurer appealed. After a long proceeding it was held on the grounds that Mr Zeiderman 

had cancer before he got into an insurance contract, however he was not aware of the situation, 

but he did not serve the waiting period of three months. This meant the appeal was allowed; 

resulting in Mr Zeiderman losing the case, and then being required to pay the appellant’s costs 

of the appeal and that of the proceedings.  

 
This case demonstrates the importance of relevant waiting periods and pre-existing medical 

conditions; and the importance of proper disclosure of information by insurance companies 

and people who sell insurance. It is important to make people aware of the inclusions, 

exclusions, and specific conditions of the insurance policy they are buying. This demonstrates 

how insurance companies may accept or decline claims for various insurance policies, and the 

fact that people may need to go to court to try to get a pay-out. Overall, these instances can 

tarnish people’s perception of the value of insurance.   

 
In Phillips v ING Life Limited [2009] FCA 283, Mr Phillips entered into a Life insurance 

contract with ING Life Limited (ING) (known now as One Path). After Mr Phillips applied for 

Life insurance, an appointment was arranged for him to have a health evaluation. In September 

2003, Mr Phillips died of oesophageal cancer. Mrs Phillips then claimed the insured sum from 

ING. However, ING paid Mrs Phillips a reduced sum on the basis that it was entitled to reduce 

the amount payable under the policy under s 29(4) of the Insurance Contracts Act 1984 because 

there had been non-disclosure and misrepresentation by Mr Phillips before he entered into the 

insurance contract. Mr Phillips had allegedly failed to disclose that he had Barrett’s oesophagus 

and had undergone consultations and endoscopies and, had these disclosures been made, the 

underwriters would have “offered a loading of 50 percent for Life insurance”. Mrs Phillips 

commenced proceedings against ING, claiming the difference between the insured sum and the 

sum paid by ING, plus interest pursuant to s 57 of the Insurance Contracts Act 1984. Mrs 

Phillips said that ING had failed to prove the conditions giving rise to the duty of disclosure 

upon Mr Phillips under s 21. It was also claimed that there had been a waiver of compliance 

with the duty of disclosure arising from the nature of ING’s process for obtaining an applicant’s 

health and medical history. That process, said Mrs Phillips, led to the circumstance that ING 

asked only specific questions about Mr Phillips’s health history and the questions did not 

require Mr Phillips to make the disclosures contended for by ING. 

 
ING contended that Mr Phillips’s failure to refer to one or more of three matters comprised a 

failure on his part to comply with his duty of disclosure under s 21. ING stated that Mr Phillips 
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had not advised that he had been diagnosed with Barrett’s oesophagus; that he had undergone 

and was required to undergo medical treatment and surveillance of his Barrett’s oesophagus; 

and that he had received medical advice to the effect that Barrett’s oesophagus increased the 

risk of developing oesophageal cancer. ING also contended that Mr Phillips had made 

misrepresentations in falsely responding to five questions. 

 
The case required determination of the following issues: (i) whether Mr Phillips had failed to 

comply with his duty of disclosure, (ii) whether Mr Phillips had made the misrepresentations 

alleged, (iii) whether ING had waived Mr Phillips’s duty of disclosure, (iv) whether ING would 

have made the 50 percent increased premium loading had the disclosure been made or the 

misrepresentation not occurred, and (v) whether ING complied with the notice provisions of s 

29 (4) which required it to notify the insured of the decision to vary the contract to reduce the 

amount payable under the policy. 

 
After a lengthy proceeding, it was held by the judge that Mr Phillips had indeed made 

misrepresentations and failed to disclose his medical condition, which a reasonable person 

would have considered to be material in this case. This was because Mr Phillips knew that his 

Barrett’s oesophagus put him at an increased risk of contracting cancer and so posed a risk to 

his life expectancy. It was also held that ING did not waive his duty of disclosure and complied 

with the notice provisions of s 29 (4).  

 
This case demonstrates the importance of individuals being aware that misrepresentation and 

non-disclosure can lead to non-payment or reduction of payment at the claim time. As with the 

previous case, it is important to keep in mind that people applying for personal insurance must 

disclose all relevant information about their medical history, as this could be the reason why 

the insurance company could decline their claim or increase their premium. The problem is 

that when the claim is declined, this could result in a negative publicity for the insurance 

company, even though it was the insured who breached the duty of disclosure. When people 

hear about insurance companies avoiding paying out claims, this may adversely affect their 

decision to purchase personal insurance products. This suggests that legal literacy might be an 

important part of financial literacy, so that people can make correct and effective decisions.   

 
In Davis v Westpac Life Insurance Services Ltd [2007] NSWCA 175, Mr Davis entered into an 

IP insurance contract with Westpac Life Insurance Services Ltd in November 2001. Mr Davis 

failed to disclose that he suffered from sleep apnoea. Mr Davis was injured in June 2003 and 

claimed a payout under the IP policy on the basis that he had been unable to work from that 
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time. The insurer did not pay the claim pursuant to s 29 of the Insurance Contracts Act 1984. 

In its avoidance letter to Mr Davis, the insurer discussed Mr Davis’s duty of disclosure and the 

information obtained after entry into the policy, that Mr Davis had been referred to a respiratory 

and sleep physician for treatment of his sleep apnoea. The insurer had concluded that Mr Davis 

had breached his duty of disclosure. The letter also stated that if the insurer had been aware of 

the referral, it would not have accepted the application, and that Mr Davis had breached his 

duty to act in good faith towards the insurer in respect of the policy. 

 
At trial, Mr Davis conceded that non-disclosure was established and that if he had complied 

with his duty of disclosure, the insurer would not have entered into the policy so that s 29, 

prima facie, applied. However, Mr Davis disputed, that the insurer had established that it would 

not have been prepared to enter into a contract of Life insurance with him on any terms if he 

had complied with his duty of disclosure. The primary judge dismissed Mr Davis’s claim, 

holding that the insurer’s denial of the claim was in accordance with the Insurance Contracts 

Act. 

 
On appeal, Mr Davis submitted that three issues arose concerning the interpretation of s 29. 

These issues included: (i) whether s 29 (3) required the notional underwriting decision referred 

to in that subsection to be made at or before the date the parties entered into the contract of Life 

insurance then under consideration for avoidance by reason of the insured’s breach of the duty 

of disclosure; (ii) whether the insurer’s notional underwriting decision must have been made 

on the information the insurer had when it decided to enter into the contract with the insured 

with the addition, and only the addition, of the matter not disclosed in breach of an insured’s 

duty under s 21; and (iii) whether the notional underwriting decision must have been an 

unequivocal and unqualified rejection of the insured’s application for insurance at the time the 

insurer in fact entered into the policy with the insured. 

 
Mr Davis contended that all three questions had to be answered affirmatively before the insurer 

could successfully invoke its s 29 (3) right of avoidance. Mr Davis submitted that the avoidance 

letter established that, had he complied with his duty of disclosure, the insurer would have 

deferred the decision whether to enter into a policy of insurance and that deferral was not 

declinature. In substance it was submitted that it was not open to the insurer to say that had it 

become aware of Mr Davis’s sleep apnoea prior to deciding whether to issue the policy, it 

would have deferred the decision whether to write the policy pending the outcome of the 

insurer’s sleep apnoea tests. Rather, the insurer had to establish that had Mr Davis made full 
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disclosure prior to the policy incepting it would have refused to enter into a policy on any terms 

at that time. 

 
After the lengthy proceedings and reviewing all the facts provided, it was held by the judge 

that Mr Davis had breached his duty of disclosure and duty to act in utmost good faith. It was 

held that the appeal had to be dismissed and costs had to be met by Mr Davis.  

 
The above three cases demonstrated the importance of the duties involved with a contract of 

insurance, and the disclosures required, and the fact that waiting periods may apply. The role 

of the insurance adviser would appear important in educating the insured about this. It is 

important to explain to insureds that their previous medical conditions could alter the premiums 

the insurance company will charge, or whether they will provide cover at all. From the adviser’s 

point of view, he or she needs to document all the conversations held with the insured just in 

case if it becomes evident in the future that the policy holder did not make full or accurate 

disclosure.  

 

2.4.3    Complexity of insurance industry   
 
The financial industry, in particular insurance, can be very complex for some individuals, 

which can relate to the notion of financial literacy. Financial literacy is the ability to understand 

how to make sound financial choices, so an individual can manage and grow their money with 

confidence (McGurran, 2019).  The ANZ Survey of Adult Financial Literacy in Australia (Roy 

Morgan Research, 2003) provided a definition of financial literacy as: ‘the ability to make 

informed judgements and to take effective decisions regarding the use and management of 

money’ (p.2), which was adopted from Schagen’s (1997) UK report for the National 

Foundation for Education Research.   

 

Concerns about financial illiteracy is on the rise (Beal and Delpachitra, 2003) with the average 

American not being competent to make even simple financial decisions (Tennyson & Nguyen, 

2001). Most consumers do not use credit wisely, and the decision of whether to lease or buy a 

car and how to diversify their investment portfolio can pose a big problem (Tennyson & 

Nguyen, 2001). In Australia there are also concerns with the level of financial literacy. There 

is evidence of increased mortgage debt and consumer credit in Australia (Worthington, 2006), 

which can be dangerous when high mortgage debt and consumer credit are combined with low 

levels of emergency funds. High debt can expose many households to adverse financial 

outcomes, including debt repayment problems, delinquencies, and bankruptcy (Worthington, 

2004). As a result, financial literacy has risen on the agenda for educators, community, business 
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and consumer groups, government agencies and policymakers, such as ASIC. The reasons for 

financial illiteracy could be due to a number of reasons, including increased level of 

immigration, language, educational and cultural barriers (Worthington, 2006). This is 

important in relation to insurance as the financial illiteracy may explain why people do not 

fully understand the concept of insurance and how it can benefit them and their families. It also 

could affect whether they understand the duties of full disclosure. Research demonstrates that 

financial illiteracy is likely to affect people in lower socio-economic group (Worthington, 

2006). Additionally, these individuals may not be able to afford insurance policies, which could 

put them in a disadvantaged position should unexpected negative events take place, and 

subsequently lead to a greater reliance on government and family support. There is also a link 

between poor financial literacy levels and low income (Hartley and Horne, 2005). A more 

detailed discussion about financial literacy will be presented in Chapter 3.  

 

2.4.4    Moral hazard and adverse selection  
 
Another factor that may influence the insurance contracts is the notion of ‘moral hazard’.  

Moral hazard refers to the deliberate creation of a loss to defraud an insurer. This could be 

triggered by a person who intentionally causes a loss to his or her property for example, or 

dishonestly inflates the size of a claim in an attempt to collect more than the amount to which 

he or she is entitled (Teale, 2008, 2013, 2016).  The Life Insurance Act 1973 requires that the 

life insured when making an application must comply with a duty of disclosure, which was 

discussed in Phillips v ING Life Limited, Davis v Westpac Life Insurance Services LTD and 

Asteron Life LTD v Zeiderman. This means that the insured must not hide or non-disclose any 

significant information about his or her medical history and must answer all questions honestly. 

Adverse selection describes the situation where the insured hides or non-discloses important 

information from the insurance company and as a result pays standard rates for insurance 

premiums. The problem associated with adverse selection is that if it was allowed to continue 

unchecked, higher than expected losses would result, and the premium pool would be severely 

depleted (Teale, 2008, 2013, 2016). This goes back to the notion that the person who is more 

likely to make a claim, must pay more than mathematically calculated fair price based on the 

law of large numbers. It may be that such higher cost could influence the insurance purchase 

decisions.  
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2.4.5    Broker/Adviser remuneration 
 
Another aspect that has been prominent in the Australian insurance industry is the remuneration 

process for brokers and/or advisers. This, in particular, has led to concerns about conflict of 

interest for the brokers. The culture in the insurance industry in the 1970s and 1980s was tied 

to the sales-oriented Life insurance industry, with the influence from the property trust sector. 

The early 1980s also saw an increase in the use of superannuation and the early 1990s saw the 

introduction of compulsory superannuation through the Superannuation Guarantee 

(Administration) Act 1992. This gave further opportunities for insurance companies to promote 

their product using commission-based incentives (Cull, 2009). Even though the FSRA 

attempted to improve the financial services industry by increasing consumer protection, the 

integrity of the industry has continued to be challenged, particularly due to remuneration 

practices. Fee for service financial advice refers to paying an adviser an hourly rate for the 

advice they provided. It is believed that fee for service could potentially save thousands of 

dollars in annual service fees over the life of the investment. From 1 July 2013 commissions 

were banned on new investments and superannuation products. Potentially, the type of 

remuneration may influence the decision to purchase personal insurance. 

 

This section has presented some of the main problems associated with insurance. It considered 

the reputation of the insurance industry and how people may perceive insurance companies 

especially when they fail to pay out claims.  

 

2.5    Conclusion 
 
This chapter discussed important background information about financial planning and the 

insurance industry.  

 
The first section discussed history of insurance with main emphasis given to its development. 

The next section discussed mechanisms of insurance, including the purpose of insurance, 

insurance mechanism and requirements for privately insurable risks. The following section 

looked at types of risks, such as objective and subjective risks, and then considered the 

classification of risks, with speculative risk, pure risk, fundamental risk, and enterprise risk 

examined separately. Pure risk, personal risk, property risk and liability risks were examined 

in turn. Various types of personal insurance products were also examined, with Life insurance, 

TPD, IP and Trauma insurances discussed in detail. The concept of insurance within a 

superannuation fund was also addressed. The next section provided an overview of the 

Australian regulatory industry, including the development of a regulatory framework, the 
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regulatory authorities, and the Financial Services Reform Act 2001. The last section addressed 

various issues with the insurance industry, such as non-payment of insurance claims and non-

disclosure, complexity, moral hazard, adverse selection and remuneration. 

 
The next chapter will critically analyse the current literature which will be reviewed as part of 

the thesis, and it will provide a basis in explaining why underinsurance may exist in Australia.           
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Chapter 3: Literature review – Theoretical framework 
 

3.0    Introduction  
 
The literature review will consist of two chapters. In Chapter Three the theoretical framework 

will be presented, including the decision-making process people go through when making 

decisions. Psychological literature will be examined to provide theoretical knowledge about 

decision-making processes which is useful as a foundation to understand what might drive 

people’s decision-making when purchasing personal insurance policies. Chapter Four will 

concentrate on the literature published by the insurance industry, and what they think are the 

main drivers and deterrents when it comes to personal insurance purchase. Both chapters are 

important in providing the foundation for further data collection: interviews and survey.      

 
The structure of this chapter will consist of two main parts. The first part will be called 

‘Theoretical framework’ and will consist of five subsections: normative, descriptive, and 

prescriptive analyses; risk, uncertainty, and decision-making under risk; the classical model of 

decision-making; and an expanded model of decision-making. The second part is behavioural 

finance, which is further divided into seven sections: loss aversion; bounded rationality; 

procrastination; low probability losses and high probability losses; emotions in the decision-

making process and personal attitudes to insurance and risk; mental accounts; and financial 

literacy.  

 

3.1    Theoretical framework 
 
This section will examine the decision-making process from the theoretical perspective and 

provide a base for trying to understand how decisions are made, and why people make the 

decisions that they make. Risk has attracted attention of a large number of researchers, as risks 

and uncertainties can influence the decision-making process of any individual or business 

organisation. Various theories have been propounded regarding decision-making due to risks 

and uncertainties. Such an understanding of these concepts is important given that insurance 

deals with risks and uncertainties. In this chapter the nature of risk and uncertainty will be 

explored in much detail.  

 
The next sub-section will offer an overview of three types of analyses which provide the basis 

for explaining decision-making theories. This discussion is important for the thesis because the 

theory assists the researcher with the necessary knowledge to be able to construct interview 

and survey questions in a way that will contribute to answering the research questions.   
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3.1.1    Normative, Descriptive and Prescriptive analyses 
 
For more than three decades the brain functions while making decisions have been 

systematically studied in order to understand how decisions are made (Hoch, Kunreuther and 

Gunther, 2001). This systematic research demonstrates that the approach to the decision-

making process people follow can be viewed at three different levels: normative models, 

descriptive behaviours (Kahneman and Tversky, 1984) and prescriptive recommendations 

made (Hoch, Kunreuther and Gunther, 2001).  

 
Normative analysis is concerned with the nature of rationality and the logic of decision-making 

(Kahneman and Tversky, 1984). Normative model involves what should be done based on 

rational theories of choice (Hoch, Kunreuther and Gunther, 2001). Normative, or rational, 

theories of decision-making are based on fundamental axioms. If these established principles 

can be accepted, then it is possible to derive a normative theory of choice (Oliveira, 2007).   

 
The descriptive analysis, on the other hand, is concerned with people’s beliefs and preferences 

the way they are, not the way they should be (Kahneman and Tversky, 1984).  Descriptive 

models consider what is actually done by individuals and groups in practice (Hoch, Kunreuther 

and Gunther, 2001). Descriptive, or psychological, paradigms highlight the importance of 

psychological elements influencing how to reach a decision. Descriptive models use cognition 

to explain decision-making, whereas normative theories consist of rationalistic components 

that indicate how decision makers should make decisions (Oliveira, 2007). 

 
Prescriptive recommendations relate to how individuals can improve decision-making based 

on their understanding about differences between normative models and descriptive behaviour 

(Hoch, Kunreuther and Gunther, 2001).  

 

3.1.2    Risk, uncertainty, and decision-making under risk  
 
This section will discuss risk and uncertainty in decision-making. These factors are extremely 

important because they could lead the person to arrive at the decision which may not bring the 

best outcome for him or her. If people are not sure of the negative event actually taking place, 

they may not assess the risk adequately, and as a result may choose not to purchase personal 

insurance products to alleviate the financial loss resulting from that risk. 

 
Analyses of decision-making always differentiate between risky and risk-free choices. The 

decision-making process when risks are not involved is more straight-forward, as opposed to 

the decision-making process when risks and uncertainties are present. Kahneman and Tversky 
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(1984) state that the paradigmatic example of decision-making under risk is the acceptability 

of a gamble that yields monetary outcomes with specified probabilities. A typical riskless 

decision relates to the acceptability of a transaction in which goods or services are exchanged 

for money or labour. As a result, the study of decision-making under uncertainties and risks 

has attracted great attention (Kahneman and Tversky, 1984).  

 
An approach to risky choice derives many of its hypotheses from a psychophysical analysis of 

responses to money and probability (Kahneman and Tversky, 1984). The psychophysical 

approach to decision-making can be traced to an essay written by Daniel Bernoulli in 1738. In 

his essay Bernoulli (1738/1954), provides an explanation as to why people are generally risk 

averse and why risk aversion usually decreases with increasing wealth. To illustrate risk 

aversion theory discussed by Bernoulli (1738/1954), Kahneman and Tversky (1984) assume 

the choice between a prospect that offers an 85 percent chance to win $1,000 and 15 percent to 

win nothing, and an alternative of receiving $800 for sure. It was suggested that the majority 

of people would prefer the sure gain over the gamble, although the gamble has higher 

mathematic expectation. The expected gamble in this example is 85% x $1,000 + 15% x $0 = 

$850, which is higher than the expectation of $800 associated with the sure amount that can be 

won. The preference of the sure gain is an example of risk aversion. 

 
To explain risk aversion, Bernoulli (1738/1954) proposes that subjective value, or utility, is a 

concave function of money (Kahneman and Tversky, 1984). The measurement of uncertainty 

is central to the whole activity of insurance. Insurance policies are concerned with uncertain 

events, and the measurement through money, which the insurance companies use, is partly a 

measurement of the uncertainty of events (Lindley, 1985). Lindley (1985) describes insurance 

as protection for uncertain disastrous events, which may or may not happen, but which one 

hopes would never happen. To reduce the uncertainty of that disastrous event, a person can 

take out insurance policy and pay a premium, which is a certain loss. If the person does not 

purchase insurance and an uncertain event takes place, the person’s capital (financial 

wellbeing) will be reduced by the amount of loss.  

 
Lindley (1985) suggests that disposing of risky situations is usually done through insurance. 

He gives an example of someone owning a house and if the owner thinks that the house can be 

destroyed by fire or other calamity, he or she can take out insurance policy, which would 

compensate in the event of the calamity, at the cost of an annual premium paid to the insurance 

company. Ideally, the insurance has to leave the insured in the same position had the calamity 
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not occurred. Lindley (1985) also suggests that insurance is more attractive to a risk-averse 

decision maker since he or she can remove or reduce the outcome of the uncertain event.  

 
The important aspect of insurance is the premium quoted by the insurance company. Premiums 

need to be lower than benefits received, otherwise nobody would take out insurance policies. 

Lindley (1985) specifies that typically the premium amount would be much less than capital 

lost (reduction of financial wellbeing) in case that the uncertain event did take place. He says 

that for sufficiently small premiums insurance would be attractive, while for large premiums it 

may be better for an individual to bear the risk. Lindley (1985) suggests that the difference 

between the expected monetary loss associated with the calamity and the amount the individual 

would be prepared to pay to dispose of the gamble, is called the risk premium. Lindley argues 

that it does not pay to insure against small losses, only against large losses (Lindley, 1985).  

 
This discussion is relevant for this thesis because the theory suggests that it is best to insure 

against large risks. This notion is also consistent with the insurance industry, because small 

losses may be best to be borne by an individual or self-insured since these losses will not attract 

large financial outflows. However, it can be financially beneficial to insure against large losses, 

because the premiums paid do not equate to the amount that could potentially be paid by the 

insurance company if the claim is made. 

  
In this sub-section the concept of risk and uncertainty were discussed. Risks can be 

mathematically calculated, whereas uncertainty cannot be calculated. Uncertainty can be 

differently perceived by various people. Whether people are risk takers and risk averse may 

determine if they would purchase personal insurance policies. It can be argued that some people 

who are risk takers would not buy personal insurance policy even though they may need it. The 

discussion of risk and uncertainty is important for this thesis, because people may not be able 

to accurately assess the risk and uncertainties, and as a result, may not purchase personal 

insurance products or obtain inadequate level of cover.   

 
The next sub-section will discuss the classical model of the decision-making process, which is 

central for this study.     

  

3.1.3    The classical model of decision-making 
 
This section will analyse the classical model of decision-making and will discuss how decisions 

are made under this model. It will also mention the assumptions and limitations under this 

model, and appropriate links to the thesis will be made where necessary.   
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The classical model of decision-making assumes that human beings are rational and will make 

choices which will maximise their long-term worth and financial wellbeing. The person 

deciding whether or not to buy an insurance policy would analyse the options in terms of the 

expected utility and choose the option with the largest utility (Mitchel and Holzworth, 2005). 

Maximisation of expected utility is an essential tool in decision-making (Lindley, 1985).  

 
In the classical model, the problem is clearly defined and apparent to everybody. Alternative 

courses of action, the set of outcomes that might follow from those alternatives are also clearly 

recognised (Milburn and Billing, 1976). Consequences corresponding to each alternative 

decision are known and have some fixed utility assigned to them. Frank Knight (1921) draws 

a distinction between risk and uncertainty, known as Knightian uncertainty. A decision occurs 

under certainty if the decision maker has accurate knowledge regarding the consequences of 

alternative actions. A decision is one of risk, if an individual only knows the probability 

distribution of the consequences. A decision is one of uncertainty, if an individual is not able 

to assign any particular probabilities (Milburn and Billings, 1976). Lindley (1985) also 

mentions that risk is the distinction between those cases where the probabilities are known and 

those where they are unknown. Given that this thesis deals with decision-making in relation to 

insurance, it is beneficial to look at the decision-making under uncertainty and risk.  

 
Expected utility theory has dominated the analysis of decision-making under risk (Kahneman 

and Tversky, 2000).  Various axiomatic models have been proposed in order to explain how 

decisions are made under the conditions of uncertainty and risk. Von Neumann and 

Morgenstern (1944) introduced a model of expected utility which says that a rational human 

being chooses the alternative for which expected utility is the highest. The model expresses 

expected utility as the sum of probabilities multiplied by utilities, assuming that probabilities 

for alternative consequences are given (Von Neumann and Morgenstern, 1944). 

 
A commonly used model for decision-making under uncertainty is the subjective probability 

model of expected utility (Savage, 1954). This model explains the process of decision-making 

when even the probabilities are not known. Under such conditions, the model assumes that an 

individual possesses some beliefs regarding subjective probability and selects the alternative 

for which the sum of subjective probabilities multiplied by utilities is the highest. Subjective 

probability is a numeric measure of chance (probability) that reflects the degree of a personal 

belief in the likelihood of an occurrence (Savage, 1954).  

 

http://www.businessdictionary.com/definition/measure.html
http://www.businessdictionary.com/definition/chance.html
http://www.businessdictionary.com/definition/probability.html
http://www.businessdictionary.com/definition/degree.html
http://www.investorwords.com/10610/personal.html
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Probability is subjective, as it depends on the subject making the judgements (Lindley, 1985). 

Lindley states further that probability does not have an existence outside of a person, as 

probability expresses a relationship between a person and the world. Two people may have 

different probabilities for the same event; this is due to the fact that they have different amounts 

or quality of information (Lindley, 1985).  

 
The classical model provides a simplistic explanation of decision-making. However, in 

practice, decision-making under uncertainty and risks is quite complex. Simon (1960) points 

out this fact and proposes an expanded model, which explains the decision-making process 

under the conditions of uncertainty and risk as a multi-stage process. This starts with problems 

on an individual or a social agenda and moves through successive stages of construction of, or 

search for, alternatives, choice among alternatives, and implementation of the decision (Simon, 

1960). For example, the health insurance in the USA uses the expected-utility model. For each 

insurance option a utility is computed for the financial consequences of each possible illness 

the consumer could experience during the year. These utility values are weighted by the 

probability that an illness occurs to produce an expected utility for each plan. The highest 

yielding plan would then be chosen.  

 
Policies in the health insurance industry are quite standard and as a result, individuals do not 

have many options to choose from. However, the decision about the personal insurance 

purchase is much more complex. For example, only in personal insurance there are numerous 

possible “loss events,” including many that are unfamiliar to the consumer. Each individual 

potentially faces different risks of various possible medical conditions, and because of that risk 

levels are extremely difficult to assess. To determine which health insurance choice maximises 

expected utility, one needs to know the probabilities, financial costs, and health-related utilities 

associated with each possible state. Securing knowledge on any of these components is 

problematic. Start with the probabilities one has to ask oneself: ‘what would be the probability 

that he or she will have a heart attack in the year to come?’. Another question an individual 

may ask himself or herself is: ‘whether there is any possibility for cancer?’. The same question 

can be posed for a variety of other medical conditions. The challenge is systematic mistakes in 

assessing probabilities.  

 
One type of error involves homogenising probabilities. Research demonstrates that people do 

not distinguish sufficiently between a five percent chance and a 20 percent chance or, between 

a one percent chance and a five percent chance (Kahneman and Tversky, 1979). However, they 
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draw a big distinction between one percent and zero percent. In addition, individuals can be 

too confident of their estimates. For example, when subjects were asked to give a series of 98 

percent confidence intervals around a list of unknown quantities, the true value lay outside the 

interval provided by the subjects, 43 percent of the time. Such findings would be adverse for 

individuals making decisions about insurance for medical care, where there are hundreds of 

possible events.  

 
If people are too confident about what they know, they may be unlikely to contemplate extreme 

events, such as a car accident or a cancer episode that will cause them to be in the hospital for 

weeks. In such circumstances, they may purchase insufficient insurance. On the other hand, 

they may give excess weight to salient low-probability events (such as dying in an airplane 

crash) and over insure (Liebman and Zeckhauser, 2008; Cutler and Zeckhauser, 2004; 

Kahneman and Tversky, 1979). This discussion is important for this thesis because people may 

not adequately understand the chance of falling sick or dying prematurely, and as a result see 

these events as low-probability events. This in turn may mean that they do not purchase 

appropriate levels of personal insurance. In contrast, they may prefer to cover themselves for 

high-probability events, such as a car accident.  

 
The challenge of assessing probabilities is compounded by the problem of predicting the 

financial costs should one of these conditions arise. The problem is that different prices will be 

charged to different consumers, and unfortunately there is no convenient place where an 

individual could look up these prices, because they depend on the individual underwriting. 

Informal surveys suggest that even individuals covered by insurance have little idea of how 

much it would cost them to be treated for something like lung cancer or a heart attack (Liebman 

and Zeckhauser, 2008).  

 
Liebman and Zeckhauser (2008) discuss only financial costs, but health care decisions involve 

a lot more than just cost. The payoffs in different countries involve not just financial amounts 

but also health-related utilities. Assessing utilities, for example, of coping with a deteriorated 

medical condition because one failed to treat it earlier presents its own challenge (Liebman and 

Zeckhauser, 2008). It can be the case that low-probability events are the ones which are 

financially devastating, such as being terminally ill or being disabled and unable to ever work 

again.  

 
In this sub-section classical model of decision-making was discussed. It was highlighted that 

according to this model all human beings are rational and will make choices which will 
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maximise their long-term worth and financial wellbeing. However, if this was always the case, 

then people who need insurance would purchase appropriate levels of personal insurance cover. 

The next sub-section will present an expanded model of decision-making.    

 

3.1.4    An expanded model of decision-making  
 
People are not always rational and rarely make decisions which would increase their emotional 

and financial wellbeing. Therefore, an expanded model of decision-making was formulated, 

with some emphasis placed on social and psychological factors. This discussion is important 

for this thesis, because it provides a background about how decisions could be made. 

 
Emerging theories of decision-making have been somewhat eclectic, as they demand a 

multidisciplinary approach to understanding them (Oliveira, 2007). An example of this comes 

from Kay (2002) who acknowledges that it is critical to fully understand the nature and origins 

of human intuitions in order to understand all the intricacies of decision-making processes.  

 
The expanded model of decision-making suggests that a problem is the process of comparing 

the existing situations with some desired situation. This desired situation is really a model of 

how things should be, which is held in the decision makers mind due to his or her explicit 

projections and historical data. Milburn and Billings (1976) suggests that this expanded model 

of decision-making creates additional questions/concerns, such as “What determines what 

‘should be’ when data conflicts?” or “Does the perceived amount of control over the situation 

affect whether or not that situation is recognised as a problem?” The expanded model suggests 

that even after the problem is defined, alternatives and consequences are not given and must 

be sought. It also suggests that the values attached to alternatives may not be known with any 

great certainty and may, in fact, be unstable during the decision-making process (Milburn and 

Billings, 1976). 

 
The next sub-section will discuss behavioural finance, which will include multiple areas of 

discussion about intricacies of the human mind, and what may influence the decision-making 

process.    

  

3.2    Behavioural finance  
 
This section will examine various aspects of behavioural finance and how they may explain 

people’s decision-making processes. Behavioural finance takes into account many factors 

which were not previously examined under the classical model of decision-making.  
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It has been argued that the decision-making process concerning insurance has not been 

explained adequately in traditional neoclassical economic theories (Mitchel and Wolzworth, 

2005). The reason for this is because it assumes that people who make decisions about buying 

insurance will always analyse the option in terms of expected utility and choose the option with 

the largest utility. It also assumes that people are rational and always think about their long-

term wellbeing. According to Mitchel and Wolzworth (2005), not all people who rationally 

should have insurance, actually have it, which suggests that the classic economic model does 

not completely explain insurance decisions. This issue was examined by Simon (1987), who 

said, “Utility maximisation is neither a necessary nor sufficient condition for deducing who 

will buy insurance”. People can have inadequate understanding of probability and risk and have 

constraints such as household budget and emotional concerns, which are not taken into account 

in the classic economic model (Mitchel and Wolzworth, 2005).  

 
This means that the decision-making process is not only understood by the classic economic 

model, but may also involve other factors, such as loss aversion and bounded rationality. It is 

behavioural economics which provides further explanations about the decisions regarding 

whether to buy or not to buy insurance products. Behavioural economics tries to explain the 

decision-making process of those individuals who act non-rationally in terms of neoclassical 

economics. One part of behavioural economics is prospect theory, which was developed by 

Kahneman and Tversky. In formulating cumulative prospect theory, Tversky and Kahneman 

(1992) note that the probability weighting function is not well-behaved near zero. While 

probability weighting allows for overweighting of small probabilities, very small probabilities 

appear to be either “rounded down” to zero or greatly overweighted (Kahneman and Tversky, 

1979; Tversky and Kahneman, 1992; Laury, McInnes and Swarthout, 2009). Behavioural 

economics seeks to explain how people make decisions from psychological point of view and 

will be useful in answering the research questions.   

 
The next sub-section will expand the discussion on the decision-making process by considering 

behavioural aspects such as: loss aversion; bounded rationality; procrastination; low 

probability losses and high probability losses; emotions in decision-making process; personal 

attitudes to insurance and risk and mental accounts; financial/insurance literacy.  

 

3.2.1    Loss aversion      
       
People can be risk averse and as a result, dislike losses (Mitchel and Holzworth, 2005). 

Prospect theory recognises that people react differently to risks associated with gains and risks 
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associated with losses, whereas the classic utility theory treats them all the same. According to 

behavioural finance, losses can hurt twice as much as gains yield pleasure. People would rather 

take a chance that they would not lose rather than accept a certain loss, even if the uncertain 

loss is larger. An immediate consequence of loss aversion theory is that the loss of utility 

associated with giving up a valued good is greater than the utility gain associated with receiving 

it (Tversky and Kahneman, 1991). 

 
Belsky and Gilovich (1999) say that actually winning or losing the gamble (in the context of 

the proposed study whether or not the calamity takes place) and how people feel about it, seems 

to matter more than how that gain or loss leaves people in terms of their overall financial 

position. Insurance premiums are associated with a definite loss, and people appear to rather 

prefer an unfavourable gamble to a certain loss (Mitchel and Holzworth, 2005). This behaviour 

could potentially lead to inefficient decisions.   

 
The use of absolute risk aversion (ARA) levels to determine the effects of risk aversion on the 

decisions of firms is common. A range of ARA has been used to demonstrate how increases in 

risk aversion alter decisions (Babcock et al., 1993; Holt and Brandt, 1985; Collender and 

Zilberman, 1985; Freund, 1956; King and Lybecker, 1983). Constant absolute risk aversion 

(CARA), or negative exponential utility functions, with an assumed value of ARA is often used 

to analyse decisions under risk (Antle and Goodger, 1984; Buccola, 1982; Chalfant, Collender, 

and Subramanian, 1990; and Yassour, Zilberman, and Rausser, 1981). For CARA utility 

functions, an ARA value is sufficient to determine an individual's preference over alternative 

decisions. 

 
For a given ARA level, the researcher can determine how preferences change as risk aversion 

increases. However, an ARA value does not convey sufficient information to indicate whether 

the implied level of risk aversion is "reasonable." A researcher may not be able to predict from 

knowledge of the assumed ARA level if, for example, the preference of policy A over policy 

B is held by slightly, moderately, or strongly risk-averse individuals or by those with 

unreasonably high levels of risk aversion (Babcock et al., 1993). However, knowledge of the 

risk premium as a proportion of the amount of wealth at risk conveys more information 

compared with the ARA level. For example, if an individual would be willing to pay 98 percent 

of the potential loss in a gamble to eliminate that gamble, then the individual could be 

characterised as extremely risk averse (Babcock et al., 1993).  
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Another study conducted by McCarl (1988) explored risk aversion. Risk analyses often 

requires a measure of individual risk aversion. When risky prospects are compared, the 

assumption about individual risk preference is usually required. Sometimes it is assumed that 

individuals are indifferent to risk, which means that they are risk maximisers, or that they are 

risk averse. According to McCarl (1988) more complex assumptions are usually required for 

conclusive dominance results. An example of this can include defining a range for the risk 

aversion coefficient as commonly done with stochastic dominance with respect to a function 

or with variance programming models. To specify this range can be difficult and may require 

complex deduction or wholesale adoption of the results of other researchers (McCarl, 1988).  

 
An alternative approach is presented by McCarl (1988), where risk aversion coefficients 

(RACs) are differentiated among the prospects. The problem is that to do this, assumptions are 

needed regarding utility function form and data availability. In addition, a constant absolute 

risk aversion utility function is assumed, as well as the availability of a discrete set of data on 

a finite number of mutually exclusive risky prospects. The discrete set of data is assumed to be 

free of sampling error. Therefore, the main purpose of McCarl’s research is to present a method 

which can find RACs at which preferences among prospects change given known distributions 

and a constant risk aversion utility function. Various assumptions are put in place by McCarl 

(1988) which include most importantly constant ARA utility functions, finite number of 

mutually exclusive prospects, discrete distributions, and data free of sampling error. These 

assumptions, especially the most basic assumption of constant ARA, could be justified as other 

researchers used the same assumption. 

 
This sub-section addressed the risk aversion theory, which was described as one of the 

explanations of how people make decisions. This is an important factor for this thesis because 

if people prefer to take a chance that some unfortunate event will take place, such as terminal 

illness or premature death, rather than lose a certain amount of money in premium payment, 

then this may act as a deterrent to personal insurance purchase.  

 
3.2.2    Bounded rationality  
 
Watt, Vazquez, and Moreno (2001) in their study tried to test rationality underlying consumer 

behaviour with respect to buying insurance. In this study rationality was explained in economic 

terms. They applied Von Neumann and Morgenstern (1944) expected utility model to test 

several aspects relating to insurance decision-making under conditions of risk and uncertainty. 

They examined risk aversion, decreasing tendency of absolute risk aversion, and positive 
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marginal utility; all of which are considered to be standard postulates of any microeconomic 

decision under risk and uncertainty. The experiment in their study tests three forms of 

rationality in insurance decisions.  

 
Before Watt, Vazquez, and Moreno (2001) could test rationality, they had to establish what is 

considered to be rational decisions, and only after that examine possible deviations from such 

behaviour based on the answers provided by people who participated in the study. Watt, 

Vazquez, and Moreno (2001) adopted rationality being consistent with a utility function and 

worked on the basis of three order rationalities.  

 
The first order rationality is consistent with a utility function and displays positive marginal 

utility for all wealth levels. This form of rationality is the weakest and assumes that more wealth 

is better than less wealth. Second order rationality according to Watt, Vazquez, and Moreno 

(2001) assumes that marginal utility is positive, and that a subject revealed that his or her utility 

function displays risk aversion. Second order rationality is defined as decision-making that is 

consistent with a negative second derivative of the utility function. Second order rationality is 

not an assumption of risk aversion, and it is only tested once a subject has revealed that his or 

her utility function is concave. Watt, Vazquez, and Moreno (2001) state that in their experiment 

they asked a number of questions to ascertain risk aversion, and after that they tested for choices 

consistent with risk aversion. Third order rationality was defined by Watt, Vazquez, and 

Moreno (2001) as consistency in decision-making with respect to the sign of the derivative of 

absolute risk aversion.  

 
To test their ideas, the researchers offered their subjects two opportunities to implicitly declare 

the slope of their absolute risk aversion function, and the researcher defined irrationality as 

being contradictory decisions on each of these questions. The researchers had to be careful 

about the fact that irrationality could be due to simple misunderstanding instead of the subject 

suffering some form of irrationality. In their study, however, Watt, Vazquez, and Moreno 

(2001) have adopted a view that all inconsistencies are treated as irrationalities and the reason 

for inconsistencies would not be examined. This can potentially lead to distorted data collected 

from the study, as subjects may simply misunderstood the questions being asked. Participants 

for the study were shown ten independent risk situations, with two possible insurance options 

for each. Each risk situation had only two possible outcomes: a large loss and a small loss. The 

two possible insurance schemes were a series of contracts with deductibles8 and contracts with 

 
8 Deductible is an ‘excess’, which is an additional amount that the insured person has to contribute when making an insurance claim.  
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an upper limit on the risk that constitutes the individual’s possible loss. Both insurance schemes 

were presented with discrete increments in coverage, between full coverage and no coverage 

at all, with the corresponding premium clearly stated. In all ten situations the premiums were 

fair and proportional to the expected value of the indemnity. Subjects were asked to indicate 

their preferred contract from each of the two insurance schemes, and then to indicate which of 

the two chosen contracts was their overall preferred one.  

 
They found that as rationality criteria got more sophisticated, the scale of discrepancy from 

rational decision-making behaviour rose. They also found that there is an extremely high 

irrationality with respect to fair premium contracts. Finally, they concluded that ARA has a 

tendency to depend on the format of the contract of insurance. All these findings support the 

postulates of behavioural economics with respect to insurance decisions, because as a situation 

becomes more complex, people have more difficulties making rational decisions (Watt, 

Vazquez, and Moreno, 2001). 

 
The idea of bounded rationality was proposed by Simon (1955), and discusses that people get 

as rational as possible taken into account the magnitude of information they have to process 

and cognitive limitations of human brain. He suggested that human information-processing 

systems develop adaptive strategies that make trade-offs between the cognitive effort of 

searching for and processing information, and the choice of the best alternative. Simon (1955) 

describes such strategy as satisficing, which is a method that finds not necessarily the best of 

all possibilities, but one that is good enough to meet the wants and needs of the decision maker. 

Kahneman (2003) argues that people are not accustomed to thinking hard, but the classic 

economic model and the utility maximisation assume that people think hard and evaluate all 

the possibilities and incorporate the probabilities and costs of the options. Kahneman (2003) 

asserts that people often trust their intuition when faced with difficult decision-making rather 

than reason out a complex decision. People often use simple ‘rules of thumb’/heuristics when 

solving complicated problems (Laury and McInnes, 2003). Heuristics are seen as a framework 

in which satisfactory decisions can be made quickly and with ease (Shah & Oppenheimer, 

2008). 

 
If one wishes to make decisions logically, then the logic of the decision situation forces the 

person to consider probabilities and utilities, and the principle of maximisation of expected 

utility (Lindley, 1985). The problem with this approach is that people may not be logical, 

therefore, he suggested that the procedure is not practical. He asks whether people could be 
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trained to think logically and in terms of probabilities and answers by saying that the only way 

is to train people to think probabilistically and see whether the training is successful (Lindley, 

1985). Overall, this would suggest that people are not designed to think rationally and in order 

to think logically they will need to be trained to think in terms of probabilities. 

       
Another problem relating to uncertainty in regard to insurance purchase was analysed by 

Liebman and Zeckhauser (2008). They discuss that human beings often have difficulties 

making wise decisions. The main difficulties people have if decision-making occurs under 

conditions of uncertainty, because these kinds of decisions involve significant elements of time. 

One of the examples of these decisions is when individuals choose a health insurance policy. 

Their study concentrates on two types of health care choice. The first is the decision of whether 

to purchase health insurance and if so, what type of cover to purchase. The second is when and 

whether to obtain health care. Both of these decisions involve uncertainty, risks, complexity, 

and time, and as a result bring the behavioural approach towards purchasing insurance 

(Liebman and Zeckhauser, 2008). It is important to remember that this thesis considers the 

reasons why people purchase and do not purchase personal insurance products, which is an 

example of decisions made under conditions of uncertainty. People do not know if they will 

develop a medical condition which will prevent them from working, or become disabled, or 

die prematurely. As a result, this factor of uncertainty could act as a deterrent and lead to a 

situation where people decide not to take out personal insurance products.  

 
According to the insurance theory, the price charged to consumers for insurance is greater than 

the average expected claims the consumers will make. For insurance companies just to break 

even, they must charge a price above average expected claims to cover administrative expenses. 

Prices may also include a pure economic profit if markets are not sufficiently competitive. Even 

with prices exceeding expected claims, some consumers purchase insurance because they are 

willing to pay to avoid financial risk (Liebman and Zeckhauser, 2008). The greater an 

individual’s risk aversion, the greater the amount of insurance that is purchased at a given price.  

In addition, individuals who know that they face higher than average risks will purchase more 

insurance, a phenomenon known as adverse selection (Liebman and Zeckhauser, 2008). In 

making the decision of how much insurance to buy, the textbook consumer calculates expected 

utility over the distribution of possible outcomes under each insurance option, and then chooses 

the amount of insurance that maximises expected utility (Liebman and Zeckhauser, 2008). 

However, it needs to be kept in mind that the textbook consumers rarely exist, and most 
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consumers are the ones who have difficulties making rational decisions (as discussed 

throughout this chapter).  

 
Adverse selection is a problem for insurance companies because people who are more prone 

to getting a serious medical condition and subsequently making a claim, are insured under 

standard rates. Since they have a higher chance of making a claim, insurance companies can 

potentially experience financial difficulties paying those claims out. This in turn, can increase 

the cost of standard premiums to offset for those losses, and this could negatively affect people 

who do not pose higher than normal risk to their insurer. The increase in premiums could lead 

to less people purchasing personal insurance products due to the cost factor.  

 
Overall, based on the research to date, it could be suggested that people are not accustomed to 

thinking hard and have difficulties making decisions which would be considered as ‘correct 

and rational’ based on probability calculations. However, because people are not logical and 

often allow other psychological factors to come into the decision-making process, they may 

not make rational decisions which increase their wellbeing. Psychological factors could include 

various emotions, which people may allow to come in the way of rational decision-making. 

This discussion is important for the thesis because the fact that people may not be rational and 

are not accustomed to thinking hard could negatively affect their decision-making process. If 

they are not fully aware of personal insurance products and do not understand their importance, 

they may be unlikely to engage in self-learning and just choose to not purchase adequate 

policies.  

 

3.2.3    Procrastination 
 
Another factor that could affect the insurance purchase decision is procrastination. 

Procrastination occurs when a person has the intention to buy something (e.g., insurance and 

can afford it), but chooses to delay the purchase, and as a result, opts-out of action. Decisions 

require work and most of the time there is an insignificant cost of delaying the decision until 

the next day. However, problems can arise when individuals procrastinate for lengthy periods 

of time and repeated procrastination on decisions can have a significant effect (Mitchel and 

Holzworth, 2005). 

 
Dhar (1997) explains that people justify inaction by reasoning that it allows flexibility to make 

a better future choice. The reason why people need this flexibility is because they want to avoid 

the responsibility and regret of making a bad choice. The more choices people have available 

to them, the more likely they will not make any choice at all. Procrastination becomes more 
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likely when there are many attractive options to choose from (Belsky and Gilovich, 1999). 

Procrastination may be an important factor when it comes to personal insurance purchase. It 

needs to be remembered that the longer people hold off the purchase of appropriate personal 

insurance products, the potentially more money they would need to pay in premiums due to 

increasing age and occurrence of medical conditions during the procrastination period, which 

could be classified as pre-existing conditions. Another problem is that people may not be 

covered at all for various medical conditions due to some illnesses taking place during the 

procrastination period.   

       
People can be naive about their future self-control, and it can lead them to be far too optimistic 

about how soon they can complete a task if they can delay at a present stage. People do not 

always do what they need to do, and for many people it is just a lack of self-discipline (Mitchel 

and Holzworth, 2005). This is the reason why forced saving plans, such as superannuation, can 

work, whereas voluntary savings may not. For voluntary saving to work, people must have 

very strong self-control. Unfortunately for many people forced saving is the only retirement 

money they will have (Mitchel and Holzworth, 2005). The same may apply to insurance, 

specifically general, because when people take out a loan to purchase a house, in many cases 

the bank will put forward a condition that a building has to be properly insured. This can be an 

example of ‘forced insurance practice’, and could be perceived by people as being important, 

whereas personal insurance may not be seen as being important, because it is not compulsory.  

 
People may tend to procrastinate on crucial decisions because the up-front cost of making the 

decision is great (Mitchel and Holzworth, 2005). Despite being of great importance, many 

people may never get around to purchasing appropriate levels of personal insurance, even 

though they may realise that they need the cover. Many people avoid making decisions because 

figuring out the best choice is hard, so they prefer to not do it at all (Mitchel and Holzworth, 

2005).  

 
Procrastination, based on the above discussion, is one of the psychological factors which may 

be very detrimental to the rational decision-making process. Procrastination may be harmful 

because something important that has to be done is not being attended to. 

    

3.2.4    Low-probability losses and high-probability losses 
 
Low-probability losses and high-probability losses are seen as important factors in personal 

insurance purchase. This is mainly due to the fact that people have difficulties understanding 
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the difference between low-probability high-impact losses, and high-probability low-impact 

losses.  

Shanteau (1992) says that the monetary value of insurance has little relevance to people when 

making decisions about purchasing it. Kahneman and Tversky (1984) state that one of the basic 

tenets of behavioural economics is that people lack an adequate understanding of probability 

and risk concepts. That is, it can be difficult for individuals to appreciate what a probability of 

one in 1,000 means compared to one in 1,000,000 (Lindley, 1985). Kahneman and Tversky 

(1984) also draw the difference between subjective assessment of probabilities, and objective 

or true probabilities. What inspires people to buy insurance is not the impact of the potential 

loss, but the frequency with which the loss is likely to take place (Kunreuther, 1981). People 

can be scared of the event more than of the potential financial and emotional impact resulting 

from it (Shanteau, 1992). Very often people tend to pay high premiums for insuring themselves 

against high-frequency risks even if financial impacts are low (such as Motor Vehicle 

insurance), whereas they may fail to insure against low-frequency risks, but with high financial 

impacts (such as TPD insurance).  

 
Mitchel and Holzworth (2005) argue that people do not like to think about unpleasant events, 

such as premature death, and since it is a low probability event, they may choose to ignore it. 

One heuristic that allows people not to think about negative events is critical probability. It 

means that if an event has a probability of occurring that is below a certain critical probability, 

then people may choose not to worry about it and ignore it. This factor could act as a deterrent 

in decision-making processes when people consider personal insurance purchase.   

 
Kunreuther and Pauly (2004) suggest a model of bounded rationality for the individual’s 

insurance purchasing decision. They suggest several remedies to increase the rate of insurance 

for low-probability, huge-loss events. One such suggestion is offering bundled policies that 

insure against multiple causes of loss. Although the probability of each cause may be very low, 

when several loss-causes are bundled, the combined probability may rise above the consumer’s 

“attention threshold” and increase the chances of insurance purchase. If consumers fail to 

insure against low-probability losses due to their inability to distinguish between a low 

probability and a zero probability, then offering bundled policies could potentially increase the 

rate of purchase (Kunreuther and Pauly, 2004; Laury, McInnes and Swarthout, 2009).   

 
Behavioural theory has identified that insurance is very often considered by individuals as an 

investment which is expected to pay back. It is seldom regarded as a protection tool against 
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unforeseen risks (Hsee and Kunreuther, 2000; Tversky and Kahneman, 1981; Shopher and 

Narramore, 2000; Schoemaker and Kunreuther, 1974). This may be the reason why people 

insure against high probability risks because there is a greater chance to claim and get a ‘return’ 

from their insurance company. People may fail to protect themselves against events which they 

perceive as having a relatively low probability of occurrence even though it may produce 

substantial damage to their property, cause them personal injury or perhaps even loss of life.  

People may find it challenging to collect and process information regarding low probability-

high consequence events (Kunreuther, 1981). Because people consider insurance as an 

investment, they are more likely to purchase cover for high-probability losses, because they 

would be more likely to make a claim. However, what people fail to understand is that high-

probability losses usually have low financial impact. Whereas, low-probability losses, such as 

developing terminal illness or dying prematurely, can potentially have devastating financial 

impact on the ill person and their family. If a financial contributor falls sick and is unable to 

work or dies, dependents would be left in a devastating financial position, where they would 

not be able to make mortgage repayments and meet other financial obligations. Therefore, it is 

crucial that people understand the difference between low-probability events and high-

probability events, and the importance of having appropriate personal insurance coverage.        

 
Overall, in terms of personal insurance, the literature would suggest that people tend to take 

out insurance for events which have high likelihood of happening. This means that they are 

more likely to take out Motor Vehicle insurance due to its perceived frequent occurrence. 

However, people may be less likely to purchase Trauma insurance because they believe that 

the likelihood of them developing cancer is less likely than having a car accident. What most 

people fail to understand is that events which have low probability of occurring may have high 

impact, such as developing a terminal illness or dying prematurely. It may not happen as often 

as car accidents, but the impact can be very significant; mentally, emotionally, and financially.  

 

3.2.5    Emotions and personal attitudes  
 
The classical model of decision-making does not consider emotions, but behavioural 

economics does. Three emotions are identified as important in decision-making, these are 

regret, fear and love (Belsky and Gilovich, 1999). People may hate the feeling of regret and 

the responsibility for a negative outcome of a choice they made. That is one of the reasons why 

people take a long time to make decisions (procrastination problems discussed above). It was 

discussed earlier that people may tend to buy insurance for high probability events which have 
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low impact. The reason for this is because they are afraid of the event actually happening, and 

as a result this influences their decision-making process. 

  
Love and/or affection for another person may also affect the decision-making process. If the 

person loves another person, he or she is more likely to take out personal insurance, because to 

him or her spending money to buy insurance is a way to prove his or her feelings (Hsee and 

Kunreuther, 2000). This is especially relevant for Life insurance, because the loved one is the 

beneficiary and directly benefits from this policy.  

 
Emotions may also affect the decision-making process, as decisions can be made in moments 

of anger or elation. In the past, emotions played a role in decision-making theories, but a 

general notion was that emotions usually interfere with rational decision-making. In modern 

views, the emotions play adaptive, as well as dysfunctional roles in the decision-making 

process (Smith and Kosslyn, 2007). As discussed above, if people have good feelings towards 

another person, they may be more likely to purchase appropriate levels of personal insurance 

to make sure the beneficiary will be looked after financially.   

 
Hsee and Hastie (2006) said that people do not always make choices that maximise their 

happiness. People can fail to choose optimally, either because they fail to predict accurately 

which option in the available choice set will generate the best experience, or because they fail 

to base their choice on their prediction, or both. In their article they examined two general 

reasons for the failure: (i) prediction biases, and (ii) failures to follow predictions. Prediction 

biases occur because predictors do not fully appreciate the differences between the state of 

prediction and the state of experience. Failures to act on predictions occur because people fail 

to reach the optimal balance between impulsivity and self-control (Hsee and Hastie, 2006). 

Every decision involves trade-offs. Decision-making is the process of accepting less of 

something to get more of something else (Hoch, Kunreuther and Gunther, 2001). It assumes 

that people making decisions will weigh the trade-offs and calculate how much of some aspects 

they are happy and willing to give up in order to gain a unit of another attribute. This attitude 

is assumed as normative decision strategy of maximising expected utility. However, as 

indicated by Payne, Bettman and Johnson (1993) people balance the potential accuracy of 

possible decision strategies against the cognitive effort required by these strategies, and that 

they may give up some decision accuracy if it is possible to save cognitive effort by doing so. 

Payne, Bettman and Luce (1996) further argued that people may avoid explicitly comparing 

different decision options, because it requires mentally tiring mathematical calculations. This 
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is another example of people not being accustomed to thinking hard, and as a result, this 

phenomenon could be negatively affecting personal insurance purchase, and could contribute 

to yet another factor discussed in this thesis as to why people do not purchase appropriate levels 

of personal insurance. 

 
Another study conducted by Bettman, Luce and Payne (1998) discussed that people want to 

minimise negative emotions. As a result, people may avoid weighing or trading off different 

decision attributes because it requires emotionally costly consideration of what is being given 

up. Rationally, this may not make much sense because the more time people spend considering 

all the negatives and positives, the more accurate their decision may be. However, the trade-

offs may be avoided in order to save cognitive efforts and/or cope with negative emotions 

(Frisch and Clemen, 1994). Luce, Bettman and Payne (2001) suggest that considerations 

regarding negative emotions became more apparent in higher stakes decision-making. Standard 

economic view of decision-making behaviour assumes that all trade-offs are the same and that 

people have well-outlined preferences that they can take into account when making decisions. 

This point of view was argued by Shepard (1964) who said that decision makers may either 

respond specifically to the emotional distress associated with particular trade-offs or resist 

trading-off certain attributes. Overall, in relation to personal insurance this would suggest that, 

as discussed above, people have difficulties making rational decisions and do not like to use a 

lot of brain power to arrive at a decision which would maximise their financial wellbeing. As 

the decision-making process gets harder and involves negative emotions, the theory suggests, 

that people may give up considering all relevant factors and make a decision which may or 

may not be rational and value maximising. For this thesis it means that if people do not always 

make decisions which are rational and value maximising, then they may not purchase 

appropriate levels of personal insurance.  

 
Lazarus studied emotions in the decision-making process and concludes that emotions result 

from two sets of cognitive appraisals (Lazarus, 1999). The first set involves the importance of 

a situation’s outcome. The primary stakes of a decision are based on three sets of appraisals, 

they are: goal relevance, goal congruence and goal content. The second set of cognitive 

appraisals assesses options and prospects for coping with the emotions involved. Lazarus 

(1999) states that coping behaviours and emotions are interlinked. Coping behaviours can be 

either problem-focused or emotion-focused (Lazarus, 1999). Problem-focused coping involves 

attempts to solve the outside, tangible problems leading to the emotion. Emotion-focused 

coping involves attempts to directly alter experienced emotion without solving the problem, 
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either by using avoidance or by changing the meaning of a situation (Lazarus, 1999). Relating 

this theory to personal insurance, it could be suggested that when people are in process of 

deciding on whether or not to purchase the cover, they may experience various emotions related 

to premature death, development of terminal medical conditions or becoming disabled. These 

are the topics which people may not be happy or comfortable discussing with the loved ones. 

As a result, their coping behaviour could either be problem-focused or emotion-focused. When 

they have problem-focused coping attitude they might be more likely to purchase appropriate 

levels of personal insurance, regardless of how this situation makes them feel. Alternatively, 

when people have emotion-focused coping attitude they may be more likely to dwell on how 

this situation makes them feel and avoid making a decision. 

 
A study conducted by Ennew, Watkins and Wright (1995) found that individuals will only 

purchase insurance voluntarily if it is clear to them that the purchase will enhance their 

wellbeing. Interestingly, another study conducted by Burnett & Palmer (1984) suggests that 

Life insurance is a product associated with specific needs and personality traits, rather than a 

belief or disbelief in it. Their study finds that above average levels of Life insurance are held 

by those who are self-sufficient and see themselves as being in control of their own wellbeing, 

both mentally and financially. Ferber and Lee (1980) have also conducted an earlier study in 

relation to Life insurance and found that its purchase is influenced by home ownership, the 

education of “a man in the house” and his role as “family financial officer”. Relating this to 

personal insurance it could be suggested that people may be reluctant to purchase personal 

insurance because it involves discussing something unpleasant and for some individuals, 

disturbing. It could also be argued that for some people purchasing personal insurance is a 

matter of ‘having things under control’. To ascertain how this theory relates to personal 

insurance purchase, questions around control will be asked in the interviews and the survey.  

 
Vulnerability is another aspect of behavioural economics. Simon (1987) discusses that people 

very often underestimate their vulnerability to certain types of risks. These risks include dying 

from cancer, heart attack or other medical conditions. Because people may not believe that they 

will ever have those conditions, they are reluctant to take out insurance to cover for those 

events. Kunreuther and Slovic (1978) say that because people see themselves as invulnerable 

to hazards, they refuse to take actions to reduce the risk. This comes back to the idea discussed 

earlier that people may not adequately consider the possibility of low probability event taking 

place, and they simply choose to ignore it.  
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Some individuals can be overconfident and optimistic, and this may affect their decision-

making process. When individuals are overconfident and too optimistic, they may be less likely 

to assess the risks fully, and as a result will leave themselves exposed to risks. They may also 

be unlikely to take out any prevention strategies (such as insurance) to protect from risks, 

especially low-probability, high-impact ones (Trevelyan, 2008). These ideas around 

confidence will be explored in the interviews and the survey.    

 
Overall, for personal insurance these findings mean that various psychological factors, 

including but not limited to emotions, appear to affect decision-making processes. e  

 

3.2.6    Mental accounts  
 
A discussion about mental accounting theory is important for this thesis because it may help to 

explain why some individuals do not purchase various types of personal insurance, but at the 

same time purchase other forms of personal or general insurance. There are many examples of 

when people say that they cannot afford to buy something (for example insurance), when they 

do in fact have the money. According to behavioural finance, people have mental accounts into 

which they segregate finances and treat them differently. It is not the total available money that 

they have, but rather balances in those ‘separate accounts’ (Mitchel and Holzworth, 2005). If 

people have separate mental account for insurance and if they have already used money from 

it for purchasing another type of insurance, they may be reluctant to spend more money to buy 

non-mandatory insurance (such as Life insurance). The previous decision to buy insurance 

prevents the purchase of any additional insurance policies (Tversky and Kahneman, 1981).  

 
It was suggested by Kahneman and Tversky (1984) that in order to evaluate a multi-attribute 

option, a person sets up a mental account that specifies the advantages and the disadvantages 

associated with the option, relative to a multi-attribute reference state. The overall value of an 

option is given by the balance of its advantages and its disadvantages in relation to the reference 

state. Therefore, an option is acceptable if the value of its advantages exceeds the value of its 

disadvantages. This analysis assumes psychological, but not physical, separability of 

advantages and disadvantages.  

 
Mental accounting is based on work done by Savage (1954) and Thaler (1980), which were 

discussed and elaborated by Kahneman and Tversky (1984). It is assumed that a person is about 

to purchase a jacket for $125 and a calculator for $15. The calculator salesperson informs the 

buyer that the calculator the person wants to buy is on sale for $10 at the other branch of the 

store, which is located 20-minute drive away. The question here is whether the person would 
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go to the other store branch to purchase the calculator on sale. This problem is concerned with 

the acceptability of an option that combines a disadvantage of inconvenience with a financial 

advantage that can be framed as a minimal, topical, or comprehensive account.   

 
According to Kahneman and Tversky (1984) the minimum account includes only the 

differences between the two options and disregards the features that they share. In the minimum 

account, the advantage associated with driving to the other store is framed as a gain of $5. A 

topical account relates the consequences of possible choices to a reference level that is 

determined by the context within which the decision arises. In the preceding problem, the 

relevant topic is the purchase of the calculator, and the benefit of the trip is therefore framed as 

a reduction of the price, from $15 to $10. Because the potential savings is associated only with 

the calculator, the price of the jacket is not included in the topical account. The formation of 

the preceding problem appears neutral with respect to the adoption of a minimal, topical, or 

comprehensive account.  

 
It was further suggested by Kahneman and Tversky (1984) that people spontaneously frame 

decisions in terms of topical accounts that, in the context of decision-making, play a role 

analogous to that of “good forms” in perception and of basic-level categories in cognition. 

Topical organisation, in conjunction with the concavity of value, entails that the willingness to 

travel to the other store for a saving of $5 on a calculator should be inversely related to the 

price of the calculator and should be independent of the price of the jacket.  

 
To test this prediction, Kahneman and Tversky (1984) construct another version of the problem 

in which the prices of the two items were interchanged. The price of the calculator was given 

as $125 in the first store and $120 in the other branch, and the price of the jacket was set at 

$15. Kahneman and Tversky (1984) state that the proportions of respondents who said they 

would make the trip differed sharply in the two problems. The results showed that 68 percent 

of the respondents were willing to drive to the other branch to save $5 on a $15 calculator, but 

only 29 percent of 93 respondents were willing to make the same trip to save $5 on a $125 

calculator. This finding supports the notion of topical organisation of accounts, since the two 

versions are identical both in terms of a minimal and a comprehensive account.  

 
Taking personal insurance into account it can be suggested that people could potentially be 

more price cautious when evaluating different insurance types and the prices. They may be 

more likely to go for cheaper premiums, even though the cover may not be the best one for that 

particular person. This discussion is important for the thesis, because if people do not take 
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appropriate levels of cover, they may be underinsured even though they have purchased 

insurance.   

 
The topical organisation of mental accounts leads people to evaluate gains and losses in relative 

rather than in absolute terms, resulting in large variations in the rate at which money is 

exchanged for other things, such as the number of phone calls made to find a good buy or the 

willingness to drive a long distance to get a bargain (Kahneman and Tversky, 1984).  

 
Other examples which illustrate mental accounting proposed by Kahneman and Tversky (1984) 

involved a decision to see a play for $10 per ticket. As the person entered the theatre, he or she 

discovered that they have lost the ticket. The seat was not marked, and the ticket cannot be 

recovered. The question here is whether the person would be willing to pay $10 for another 

ticket. Out of 200 respondents, 46 percent said ‘yes’ and 54 percent said ‘no’.  Another example 

involved the situation where the person decided to see a play and admission is $10 per ticket. 

As the person enters the theatre, he or she discovers that they have lost a $10 bill. The question 

here is whether the person is still willing to pay $10 for a ticket for the play. Out of 200 

respondents, 88 percent said ‘yes’ and 12 percent said ‘no’. What Kahneman and Tversky 

(1984) wanted to discover was why so many people were unwilling to spend $10 after having 

lost a ticket, if they would readily spend that sum after losing an equivalent amount of cash. 

They have attributed the difference to the topical organisation of mental accounts. Going to the 

theatre is normally viewed as a transaction in which the cost of the ticket is exchanged for the 

experience of seeing the play. Buying a second ticket increases the cost of seeing the play to 

the level that many respondents may find unacceptable, however the loss of cash is not directly 

connected to the account of the play (Kahneman and Tversky, 1984).  

 
Another area of mental accounts is the assumption of fungibility, which underlies the 

presentation of the household’s saving decision as the outcome of maximising utility subject 

to a constraint. This constraint assumes that any unit of wealth is substitutable for any other, 

however, this assumption can be often violated. The violation is either because individuals 

themselves do not consider their wealth as fungible, which is the basis of the life-cycle 

hypothesis (Winnett and Lewis, 1995; Shefrin and Thaler, 1988; Thaler, 1990), or because they 

are prevented from doing so, which is related to liquidity constraints, such as restrictions to 

lend and borrow freely at given interest rates. The behavioural life cycle describes as having 

mental accounts into which increases of wealth are allocated according to factors like date and 

origin (Winnett and Lewis, 1995), and among which there is limited substitutability.  
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The behavioural life cycle assumes that increases in wealth are framed, whereas the 

conventional life cycle ignores framing. When applying mental accounts theory to this thesis, 

it could be suggested that even if people are willing to purchase personal insurance policies, 

they may not want to spend any more money on it, if they have already bought general 

insurance products.  

 
For personal insurance it may mean that if people have already spent money allocated on 

‘insurance mental bucket’, they would not spend more money on this ‘bucket’, even though 

this extra amount is required for personal insurance. This, of course, will only apply to people 

who do not differentiate between general and personal insurances types, since people who have 

higher levels of insurance literacy may appreciate the difference between the two.  

 
Thaler (1999) had also carried out substantial work on behavioural finance, and mental 

accounting, in particular. In his article Thaler describes mental accounting as a cognitive 

operation used by individuals and households to organise, evaluate, and keep track of financial 

activities. Buying personal insurance is considered to be a financial transaction or activity, and 

as a result mental accounting could apply to insurance and how people make decisions whether 

or not to purchase it. If people have already purchased another form of insurance (for example, 

Building and Contents insurance) they may not be willing to spend any more money on 

personal insurance, because in their mind they have already spent sufficient funds on the 

‘insurance’ mental account.  

 

3.2.7    Financial literacy - Insurance literacy   
 
Financial literacy means different things to different people and could be reflected in the many 

definitions used in the literature (Worthington, 2005); however, knowledge is the most 

common component of many conceptual definitions of literacy (Sanjeewa and Hongbing, 

2019). As discussed in Section 1.6, financial literacy can be defined as a broad concept, 

encompassing an understanding of economics and how household decisions are affected by 

economic conditions and circumstances (Hogarth, 2002). It can also be defined quite narrowly, 

specifically focusing on basic money management: budgeting, saving, investing, and insuring 

(Hogarth, 2002). Financial literacy can also be defined as being absolute, comprising some 

standard of knowledge assumed common or desirable for all consumers, or relative, where the 

standard varies according to personal skills, needs and experiences (Worthington, 2005). Basu 

(2005) defines financial literacy as the ability to make informed judgments and to take 

appropriate actions about the current and future use and management of money. 
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Financial literacy is important, as it has major implications for the wellbeing of individuals in 

the management of their financial affairs (Widdowson and Hailwood, 2007). Ramsay and 

Capuano (2011) conclude that improved financial literacy would allow people to be more 

realistic and proactive about their financial position. As a result of increased financial literacy, 

people would be more likely to increase their savings and therefore achieve their financial goals 

(Ramsay & Capuano, 2011). 

 
Because financial institutions are run by people, financial literacy affects the performance of 

the institutions and hence has implications for financial stability. Furthermore, financial 

literacy influences the allocation of resources in the economy and therefore the longer-term 

potential growth rate of the economy (Widdowson and Hailwood, 2007). Another online article 

discusses the importance of financial literacy, stating that it equips people with the knowledge 

and skills they need to manage money effectively (Rose, 2020). Furthermore, the article quotes 

opinions provided by various experts in the field about the importance of financial literacy. 

One of the quotes was provided by Phil Schuman, Director, MoneySmarts Program at Indiana 

University:  

 
“…financial literacy is important because if you learn about it, it’s going to teach you 

how to be efficient with your finances in such a way that you can accomplish more goals, 

and the goals that you do have, faster…”  

 
Another quote was provided by Dameion Lovett, Campus Director and Overseer, Financial 

Education Program at the University of South Florida: 

 
“Financial literacy is important because it’s pretty much one of the things that will 

encompass just about every aspect of a person’s life…”  

 
Another opinion came from Latoya Goree, Director, Office of Financial Literacy at UMKC:  

 
“Financial literacy is important because it allows an individual to understand and 

maximize whatever level of income they earn…”  

 
Considering these definitions, insurance literacy could be understood as the ability to make 

informed judgments and to take appropriate actions about the current and future use and 

management of insurance. There were several studies published about financial literacy and 

insurance literacy, in particular, which suggested that illiteracy in these areas could affect 

decision-making processes in relation to personal insurance purchase. However, Huston (2010) 

points out that only 16 of the 52 (30.8 percent) of financial literacy and financial education 

https://moneysmarts.iu.edu/
https://moneysmarts.iu.edu/
https://info.umkc.edu/financialliteracy/
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studies considered insurance and risk management topics.  This notion was also supported by 

a more recent study conducted by Lin et al. (2018a), which suggests that financial literacy does 

not necessarily translate to insurance literacy. Furthermore, according to Sanjeewa and 

Hongbing (2019), earlier studies on financial literacy identified risk protection as a particular 

category (Zait, 2014; Huston, 2010; Remund, 2010; Lin et.al., 2018b).  

 
Sanjeewa and Hongbing (2019) state that insurance literacy is strongly associated with 

underinsurance and suggest that increased education about insurance products could lead to 

more people changing their behaviour, which may positively affect their financial well-being. 

The article also states that a person who is insurance literate, would generally demonstrate the 

knowledge and skills needed to make choices within the insurance market.  

 
Sanjeewa and Hongbing (2019) suggest that financial knowledge and skills gained through 

education and experience influences a person’s insurance literacy. In explaining this, the 

researchers provide various examples, such as if someone struggles with basic insurance and 

financial knowledge and skills like arithmetic, this person would most likely have problems 

with insurance literacy. However, the article also points out that high literacy or knowledge 

levels may not necessarily be a guarantee that an individual would make desirable decisions 

about insurance, because insurance decisions are often influenced by factors such as life 

experience, perceived risk, emotions, social and cultural factors, economic context, and 

behavioural biases. Sanjeewa and Hongbing (2019) also highlight the fact that while insurance 

purchase should be a rational decision, people generally do not understand probabilities, do not 

treat gains and losses symmetrically, do not understand low-probability loss events well, and 

allow emotions to influence their decisions.   

    
Tennyson (2011) published an article where it was suggested that very little research was 

conducted in the area of insurance literacy, and that most published work was primarily focused 

on saving and investing. Tennyson developed a survey conducted in the USA which involved 

asking ten questions about insurance. The research looked at the relationship between 

respondent scores and respondent demographic characteristics. The research demonstrates that 

Caucasian respondents scored an average of 60 percent, while other respondents scored on 

average 55 percent. Furthermore, males had a quiz score of around 62 percent and females 

scored on average 55 percent. Native-born citizens and immigrants averaged 59 percent and 54 

percent correct responses on the quiz, respectively. Those who earned more than $75,000 per 

annum scored on average 62 percent, and those who earned less than $25,000 had an average 
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score of 52 percent. Interestingly, married respondents scored higher than unmarried 

respondents, and respondents who lived in or around a large city scored lower than other 

respondents. Age was not seen as a significant factor in scores. Overall, the results indicated 

that people had low knowledge and confidence in insurance decision-making, suggesting that 

educational efforts in this area would be beneficial. The main limitation in this study was that 

the questions which were asked in the quiz did not discuss TPD, Trauma and IP insurances, 

only Life insurance. The other limitation was that the study discussed decision-making in 

relation to insurance, however, did not specifically talk about personal insurance purchase. 

Similar findings were obtained from the interviews and the survey conducted as part of this 

thesis (see Chapters Six and Seven). Informed participants indicated that Australians had a very 

low level of knowledge when it came to personal insurance products. The survey findings have 

also indicated that respondents were more confident about their knowledge in relation to 

general insurance compared to personal insurance policies. From the personal insurance types, 

people were more confident about their knowledge in relation to Life insurance and least 

confident about Trauma insurance. Personal insurance literacy was also very low among 

respondents.  

 
A potential way to increase insurance literacy was suggested by CoreData (2014). A survey 

study conducted with Australian consumers discovered that those people who obtained advice 

from financial advisers were more likely to be insurance literate, because financial advisers can 

explain insurance mechanism and its importance to their clients, and as a result, encourage 

clients to make decisions about insurance with confidence (CoreData, 2014). This notion was 

consistent with the findings from the interviews with informed participants as part of this thesis. 

Informed participants stated that when people come to their office, they do not know much 

about various personal insurance types, however financial advisers educate their clients, 

subsequently making them more knowledgeable and increasing their personal insurance 

literacy as a result. Sanjeewa and Hongbing (2019) also suggest that when people obtain higher 

level of understanding of insurance products, they are more likely to realise the value of 

insurance and make more informed decisions. It was further suggested by Sanjeewa and 

Hongbing (2019) that insurance literacy is strongly associated with underinsurance, and that if 

people’s insurance literacy levels were increased, it would positively reflect on their financial 

well-being. This notion was examined in this thesis and it was concluded from the survey 

findings that people who had higher levels of personal insurance literacy were also more likely 

to hold personal insurance policies. The article, however, did not specifically state that 
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increased insurance literacy levels could increase the purchasing of personal insurance 

products. It may be that the author meant insurance purchase as one of the components of 

increasing ‘financial well-being’.  

 
Another article by Lin et al. (2018a) discusses the issue of people not understanding Life 

insurance. The authors state that based on Rice Warner 2016 report, underinsurance remains a 

big problem in Australia, pointing out that according to KPMG 2014 report, 35 percent of 

employed people do not have any disability insurance (Lin, et al. 2018a). The article further 

states that a recent market survey conducted by Asteron in 2015 shows that nine out of 10 

Australians do not understand Life insurance, and 49 percent of respondents incorrectly believe 

that IP insurance gives them a payout when they lose their job for any reason (Lin, et al. 

2018a). The researchers further suggest that such poor understanding about personal insurance 

products can lead to negative perceptions that can possibly arise if people do not receive the 

payout that they think they are entitled to.  

 
Another aspect of insurance illiteracy is not knowing (or not knowing how to calculate) the 

level of coverage that a person or a family may need. For many people, ‘adequate’ personal 

insurance is seen as an amount which would be sufficient to meet outstanding debts, such as a 

mortgage, and in addition, to provide for dependents for a few years (MetLife, 2018). Another 

problem is that the main focus for insurance purposes is on the main income earner in the 

family, however, not enough thought is given to the main carer or the secondary income earner 

(MetLife, 2018).  In the event the main carer passes away or suffer major injury or illness, the 

consequences could be financially devastating and therefore adequate insurance coverage has 

to be in place (MetLife, 2018).  

 
It could be suggested from the above discussion, that if people had higher levels of insurance 

literacy, they may be more likely to purchase adequate cover to protect themselves. Various 

questions will be asked in the interviews and the survey to ascertain respondents’ level of 

insurance literacy.  

 

3.2.8    Other relevant theories  
 
Another theory which needs to be discussed is agency theory. It is deemed to be relevant, 

because it discusses the important relationship between principals and their agent. The 

principals appoint an agent to perform a service on their behalf, which relate to specific 

financial decisions and transactions that can result in an uncertain outcome (Kopp, 2021; CFI, 
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not dated). An agency problem can arise when there is a difference in priorities and interests 

between agents and principals. Therefore, agency theory attempts to resolve any potential 

problems between the two parties (Kopp, 2021). Agency theory also applies to financial 

planning, because financial advisers are agents on behalf of their clients (principals) and have 

the responsibility for the principals' assets (Kopp, 2021).  

 
Another theory which relates to financial planning and insurance in particular is market theory. 

This theory suggests that people exchange goods and services based on prices, without having 

any knowledge of each other (Encyclopedia, not dated). In relation to financial planning, it 

could be suggested that people purchase financial products and services, such as personal 

insurance policies, investment and superannuation products etc, from the providers based on 

the prices quoted, such as personal insurance policy, or the amount of investment to be 

contributed to the investment or superannuation fund. Furthermore, clients pay fees for services 

provided by financial advisers.  

 

3.3    Conclusion 
 
In this chapter various decision-making models were explained and discussed in detail. An 

overview of three types of analyses which provided the basis for explaining decision-making 

theories were explained and included: normative, descriptive, and prescriptive analyses. The 

chapter then explained the concept of risk, uncertainty, and decision-making under risk. Then 

the classical model of decision-making was introduced. The classical model of decision-

making assumes that human beings are rational and will make choices which will maximise 

their long-term worth and financial wellbeing. Then behavioural finance was introduced, which 

took into account many factors not previously examined under classical model of decision-

making. Factors considered in this chapter included: loss aversion, bounded rationality 

(financial literacy), procrastination, low probability losses and high probability losses, 

emotions involved in the decision-making process and personal attitudes to insurance and risk, 

mental accounts.  

 
Purchasing personal insurance could be seen by some individuals as a waste of money, as they 

would have already purchased general insurance policies (this refers to mental account). Others 

could be seen as not being ready to purchase personal insurance, and as a result, procrastinate 

the purchase. Emotions may also play a role in personal insurance purchase because some 

people may find it difficult to talk about Life insurance as it involves a discussion about 

premature death. It was also discussed that people can have bounded rationality and do not 
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always make good decisions. This could mean that those people who really need personal 

insurance may not purchase it due to being irrational. Another aspect of decision-making was 

loss probabilities. People may tend to buy insurance for high probability losses, but which have 

low financial impact. Low financial and insurance literacy, in particular, might also be a 

significant factor in personal insurance purchase. These findings are important for this thesis, 

as they provide a solid theoretical foundation and explain how people make decisions, 

including purchasing personal insurance products, and what processes they follow. If people 

are generally irrational and are not capable of making decisions which increase their wellbeing, 

it is difficult to imagine that they will be able to purchase an adequate personal insurance 

coverage. All the factors discussed in this chapter might influence people’s decision-making 

when deciding on personal insurance purchase, so understanding and examining those factors 

could assist in answering the research questions. 

  
The next chapter will analyse literature published by the insurance industry mainly in relation 

to the reasons why people purchase and do not purchase personal insurance products. The 

information obtained from both literature chapters (Chapter Three and Chapter Four) will then 

be used as a basis for the interviews (Stage One) and the survey questions (Stage Two).  
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Chapter 4: Insurance and Industry perspective: Applications and Practice 

 

4.0    Introduction 
 
The purpose of this thesis, among other things, is to identify the main motivations and 

deterrents in relation to personal insurance purchase. In the previous chapter academic 

literature on the decision-making process was presented.  

 
This chapter will provide further information about the decision-making process, but this time 

from the insurance industry’s point of view. The main points discussed in this chapter will 

include the reasons why the insurance industry perceives Australians to be underinsured, and 

what they think could be the main reasons why people do not purchase personal insurance 

products.  

 
Looking at the industry literature is important for this thesis, because it provides valuable 

information from the industry’s perspective as to what factors and personal characteristics act 

as motivations and deterrents when purchasing personal insurance products. This information 

helps in answering the research questions and lays an important foundation for setting up the 

interview and survey questions. 

   

4.1    The insurance industry  
 
It needs to be kept in mind that all the literature presented in this chapter is not academic 

research and has not been peer reviewed. The literature may be viewed as ‘biased’ by some 

and needs to be considered with appropriate caution. However, considering these limitations, 

the literature still provides useful information about insurance and acts as a basis for preparing 

the interview and survey questions.   

 
The subsections which are presented below will provide the following information: the 

definition of underinsurance, typical levels of personal insurance and underinsurance as a result 

of this, heath related statistics, consequences of underinsurance, the main reasons why people 

do not purchase personal insurance products from the industry perspective and the conclusion.  

 

4.2.1    The definition of underinsurance 
 
As discussed in previous chapters, underinsurance in relation to personal insurance can 

potentially have a significant impact on individuals and the society as a whole.  
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It is essential to understand what is meant by the term ‘underinsurance’. Underinsurance is 

defined as “The habit of insuring a building and/or its contents for less than their replacement 

value” (Siljanoski, 2016).9 Another definition provided by Business Dictionary (2020): 

“underinsurance is a situation where the owner of a property or the person suffering a health 

condition does not have enough insurance to cover the value of the item or the health care 

costs”.10  Another source defines underinsurance as: “…a shortfall between the amount of 

cover selected and the actual replacement value of what is being insured” (Insurance Chat, 

2011).11  

 
Another definition of underinsurance was provided by Eve (2020) saying that it is a situation 

where someone does not have appropriate amount of insurance to cover the cost of damage or 

loss to their property or possessions. Underinsurance definition was also provided by Cain 

(2020) to mean that the person does not have sufficient amount of Life insurance or lacks the 

right type of cover. For example, the person may have a death benefit, but no insurance policy 

to provide in the circumstance where the person is not able to work for a specific period of time 

due to illness or injury. The article further states that sufficient Life insurance is generally 

accepted to be at least ten times the earnings of the policyholder, and six in ten people with 

dependents do not have enough Life insurance cover to look after their loved ones for more 

than one year if they were to die.  

 
An example of underinsurance provided by Rice Warner Underinsurance report 2017 (Rice 

Warner, 2018), was of a family with two children, where both parents work to pay the 

mortgage, general household expenses and other financial obligations, like school fees. If one 

of the parents were to die suddenly and the lump sum payout is not enough to keep paying for 

these expenses, then they are underinsured. Of course, it needs to be kept in mind that industry 

publications may over-estimate the insurance needs of people to try to encourage over-

purchasing. 

 
Overall, underinsurance refers to inadequate insurance coverage held by a policyholder 

(Kagan, 2020). In the event of a claim, underinsurance could result in economic losses to the 

policyholder, since the financial loss associated with the unfortunate event and a subsequent 

claim would exceed the pay-out amount (Kagan, 2020). For the purpose of this thesis 

‘underinsurance’ is defined as: where the payout from an insurance policy as a result of an 

 
9 Website article, no page numbers 
10 Website article, no page numbers 
11 Website article, no page numbers 
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event is not able to restore the individual to the financial position they were in prior to the 

event. 

 
These definitions of underinsurance are important for the thesis because they provide vital 

background information about what is underinsurance.     

 

4.2.2    Typical levels of personal insurance held and underinsurance  
 
This sub-section will explore typical levels of personal insurance held by Australians and assess 

if these amounts are considered adequate by the insurance industry. If the dollar amount of 

coverage held does not match the industry requirement, then the person would be considered 

underinsured. It is important to know the typical levels of coverage, because it could illustrate 

high levels of personal underinsurance in Australia and highlight the importance of this thesis. 

  
Looking at recent available publications, it can be illustrated that the underinsurance in 

Australia appears to remain a significant problem (Rice Warner, 2018). The Rice Warner 

Underinsurance report was published in 2017 and was based on 2016 updated Census data 

(Rice Warne, 2018). The main finding of the report is that the underinsurance gap remains 

significant for Australia’s working age population. The 2016 Census data identifies a structural 

change to the distribution of family units and their income assumption in Australia, compared 

to the previous report. The most significant change was an increase in the number of individuals 

with no partner or children (reduction in the number of families) and very low income (annual 

earnings less than $399 per week). Median household income is $1,438 per week or 

approximately $75,000 per annum. When people do not have families (partners and children), 

their need for Life insurance is lower than those who have families. However, as pointed out 

by Rice Warner in their report, IP insurance requirements are usually around 85 percent of 

income, regardless of the family status. Despite the fact that less people require Life insurance 

due to the above-mentioned reasons, the underinsurance gap for the Australian working 

population is stated to be still substantial (Rice Warner, 2018).  

 
Table 4.0 demonstrates the amount required when a person (who has a family) dies or becomes 

totally and permanently disabled.  The need for Life insurance policy is considered on two 

bases, basic Life insurance to meet minimum needs, Life insurance to replace future income 

and TPD insurance. The table expresses the insurance needs as a multiple of years of family 

income.
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Table 4.0 Average insurance needs  

Age of parents  Basic life cover  Income replacement life cover TPD cover  

20 9.3 14.0 8.5 

30 6.6 10.8 8.4 

40 5.4 8.4 7.3 

50 3.2 6.0 5.2 

60 1.6 2.1 2.2 

Average insurance needs for families with children expressed as a multiple of years of family income 

(Rice Warner, 2018, https://www.ricewarner.com/life-insurance-adequacy/) Amounts are expressed in years of coverage. 
 

From Table 4.0 it can be seen that parents who are aged 40 with children, will need 5.4 years’ 

worth of their annual income to cover basic needs, 8.4 years’ worth of their annual income to 

replace future income and 7.3 years’ worth of income to provide for TPD insurance. It can be 

seen from the table that individuals would need high levels of insurance to be considered 

adequately insured. However, not all people would have these levels of cover and as a result 

would be considered ‘underinsured’. It is estimated that six in ten people with dependents do 

not have enough Life insurance cover to look after their loved ones for more than one year if 

they were to die (Rice Warner, 2018). Furthermore, Real Insurance Family Protection Report 

2017 states that 37.8 percent of Australian respondents do not have Life insurance coverage, 

while a further 22.5 percent have cover, but are unsure if it is sufficient for their needs.  

 
Rice Warner (2018) further states that the amount of insurance cover Australians hold varies 

considerably between individuals and can be significantly less than their insurance needs.  It is 

estimated that 94 percent of working Australians have some level of Life insurance with an 

average cover amount of approximately $344,500, which is around four and a half times 

median household income. For those who have Life insurance, the median cover level is 

estimated to be approximately $143,500, which is only twice the median household income.  

 
The proportion of the working population with TPD insurance is slightly less than Life 

insurance at 81 percent, as some superannuation funds may only offer default Life insurance 

cover to their members. The average and median cover amounts, however, are only $237,000 

(or three times median household income) and $99,500 (less than one and a half times median 

household income) respectively. According to Rice Warner (2018), only a third of the working 

population is currently insured. The average cover amount is at 75 percent of median household 

income; however, the waiting period and benefit period were not assessed. When measured on 

median level insured, this percentages decreases to only around 36 percent (Rice Warner, 

2018).  

https://www.ricewarner.com/life-insurance-adequacy/
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According to Laycock (2018, 2020), in December 2017, there were approximately 12,419,800 

people in the labour force in Australia, which would mean that approximately 8,279,866 people 

in Australia were not covered under IP insurance. 

   
Rice Warner (2016) highlights in their Underinsurance Report 2015 that the critical gap exists 

between the level of insurance needed and the level of insurance cover actually in place. The 

research demonstrates that the median level of Life insurance meets only 61 percent of basic 

needs. Furthermore, median Life insurance is only 37 percent of the income replacement level, 

the level required to replace the expected net income of the insured and maintain current living 

standards until the insured would have reached age 65. Furthermore, median levels of TPD 

insurance and IP insurance meet only 13 percent and 16 percent of their respective needs. The 

same report demonstrates that the underinsurance gap for parents with young children is much 

greater than suggested by the median levels of insurance cover. Rice Warner in their 2015 

report states that a couple aged 30 with young children needs an equivalent of nine to 12 years 

of income for the higher-earning partner to provide a basic level of Life insurance for the family 

(Rice Warner, 2016).  

 
Kollmorgen (2014) analyses earlier studies and comments that half of industry superannuation 

fund members need at least $100,000 more Life insurance cover than they currently have. 

According to Kollmorgen (2014) Australia is one of the most underinsured nations in the 

developed world. Kollmorgen (2014) also states that 74 percent of surveyed people are 

underinsured by $100,000 for TPD insurance, and 45 percent are underinsured by $1,000 a 

month for IP insurance.   

 
Some forms of personal insurance can also be provided to individuals within their 

superannuation fund. Life insurance, TPD insurance and IP insurance can be provided inside a 

superannuation account; however, Trauma insurance cannot be included. Insurance policies 

inside a superannuation fund is another way which can help people to decrease their 

underinsurance level. Most superannuation funds offer Life insurance for their members. 

There are various advantages and disadvantages associated with holding insurance policy 

inside a superannuation account. The main advantage is that people can have some form of 

personal insurance even if they do not have the current cash flow to pay the premiums. This is 

possible because when insurance policy is held inside a superannuation fund, the premiums are 

paid from the money accumulated in that account. Of course, it decreases the balance of 

superannuation funds the person holds for retirement, which would result in less money in the 
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fund at retirement (Waraker, 2020; McLachlan, 2020), and therefore, if people can afford to 

pay premiums from their own cash flow, it could be better to hold an insurance policy outside 

of a superannuation fund. 

 
One of the main problems with insurance inside superannuation accounts is that often the 

amount of cover can still be inadequate, and the policy may not be as far-reaching as a stand-

alone insurance policy (McLachlan, 2020). This applies to both Life insurance and TPD 

insurance. If the insured amount is not adequate, then it could mean that people may need to 

either apply for an extra cover within their existing insurance policy inside a superannuation 

fund, or to purchase a policy outside of their superannuation fund. Furthermore, the number of 

people holding TPD and IP insurances is significantly lower than Life insurance (Waraker, 

2020), this is because most people hold Life insurance through their superannuation fund, and 

some funds do not offer TPD insurance and/or IP insurance. 

 
Similarly, the IP insurance within a superannuation account is often inadequate, which means 

that benefits may be limited to covering only a certain percentage of the income for a short 

period of time (McLachlan, 2020). As a result, a second IP policy, outside of their 

superannuation fund, may be needed to cover the shortfall (McLachlan, 2020). Furthermore, 

Warake (2020) states that even though Life insurance inside a superannuation fund can be an 

effective way for working people to have some level of cover and it can be cheaper compared 

to the policy outside of a superannuation fund (McLachlan, 2020), it is not a ‘tailored product’ 

and therefore could potentially be not adequate.    

 
Some people may mistakenly think that superannuation provides sufficient funds upon the 

death of the person, however, the Rice Warner (2018) discusses that these payments only cover 

30 percent of what the typical family needs. Laycock (2020) uses Rice Warner 2015 

Underinsurance report to highlight the inadequacy of personal insurance within a 

superannuation account. Laycock (2020) states that a typical default Life insurance inside a 

superannuation fund is $200,000, however an estimate amount of Life insurance needed is 

$680,000. This creates an underinsurance gap of $480,000. Laycock (2020) summarises the 

Rice Warner Underinsurance report 2017 saying that if the average Australian had to make a 

claim under their Life insurance, then only 47 percent of their basic family needs would be met 

and 28 percent of the amount required by their family to maintain their standard of living after 

the death of a partner would be met. Laycock (2020) further indicates that the median level of 

IP insurance meets only 21 percent of people’s needs, and the median TPD insurance meets 14 
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percent of needs. Vanguard (2018) also summarises the above-mentioned report indicating that 

the median default cover of superannuation funds meets only 50 percent of basic-level Life 

insurance needs for average households, but if people have children, then it would be a much 

smaller proportion; less than 25 percent for families with one child, and lower for families with 

more children (Rice Warner, 2016). It was pointed out that young single people who do not 

have children and substantial liabilities, such as house mortgage, would most likely have 

sufficient or higher than needed levels of Life insurance within their superannuation account 

(Rice Warner, 2016). Consequently, it appears that personal insurance within a superannuation 

fund is unlikely to be adequate (Vanguard, 2018; McLachlan, 2020).  

 
Another major shortfall of holding insurance within superannuation is that Trauma insurance 

is not available, and as a result, the person could be considered to be underinsured, due to the 

lack of coverage for critical illnesses.  

 
It is suggested by Laycock (2020) that people who are more underinsured are the individuals 

under the age of 40, because the uptake of Life insurance was found to be higher among the 40 

to 54 age group, especially the non-singles. It is suggested that the reason this age group is 

more likely to purchase Life insurance is because they had higher liabilities, such as mortgage, 

combined with pre-tax household income of $125,000 and higher. Laycock (2020) also 

suggests that IP insurance is most likely to be held by males and females under the age of 55 

years of age, and similarly with Life insurance, by those with pre-tax household incomes of 

$125,000 or more. Laycock (2020) reveals that when these numbers are applied to the total 

Australian population, it indicates that 95 percent of the population has inadequate Life 

insurance coverage. 

 

4.2.3    Health related statistics  
 
The sub-section below discusses various health related statistics and death causes in Australia.  

The reason why this information is included in the thesis is because for most of these health 

conditions, as well as premature death, an appropriate personal insurance policy can be taken 

out to assist in decreasing the financial pressure during those difficult times.  

The latest available mortality statistics (at the time of writing) from the Australian Bureau of 

Statistics (ABS) is for the period between 1 January 2020 and 28 April 2020. It needs to be 

pointed out that in this period the number of deaths could be higher than the same time in the 

previous years due to the COVID-19 pandemic. As a result, in the report provided by ABS, 
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counts of deaths for 2020 were compared to an average number of deaths recorded over the 

previous 5 years (2015-2019) to ascertain excess deaths in 2020. The following key statistics 

were presented by ABS (2020): 

▪ ABS (2020) stated that 44,079 doctor certified deaths occurred between 1 January 2020 

and 28 April 2020. This compares to an average of 42,507 over the past 5 years.  

▪ Over the four weeks from 18 March 2020 to 14 April 2020 there were a total of 10,842 

deaths, 709 more than the historic average for 2015-19.  

▪ Deaths from pneumonia peaked in the week ending 31 March and were above historic 

maximums for the four weeks from 18 March to 14 April. Pneumonia deaths decreased in 

the last two weeks of April 2020. 

▪ Deaths from diabetes increased in the week ending 31 March and have remained high 

throughout April, with a total of 115 deaths above the historic averages over those five 

weeks. 

A more detailed statistics published by ABS (2020) indicates that ischaemic heart disease was 

responsible for 4,057 deaths between 1 January 2020 to 28 April 2020. The average number of 

deaths recorded for the same period between 2015 and 2019 was 4,456. Cerebrovascular 

diseases were responsible for 2,734 deaths between 1 January and 28 April 2020. The average 

number of deaths recorded for the same period between 2015 and 2019 was 2,982. There were 

3,937 deaths from respiratory diseases12 recorded between 1 January 2020 and 28 April 2020. 

The average number of deaths for the same period of time between 2015 and 2019 was 3,711. 

There were 2,158 deaths from chronic lower respiratory diseases from 1 January 2020 to 28 

April 2020. The average number of deaths for the same period from 2015 to 2019 was 2,057. 

Influenza and pneumonia were responsible for 805 deaths from 1 January 2020 to 28 April 

2020. The average number of deaths recorded over the same period from 2015 to 2019 was 

731. There were 15,305 deaths from cancer between 1 January 2020 and 28 April 2020. The 

average number of deaths for the same period of time between 2015 and 2019 was 14,903. 

There were 1,482 deaths from diabetes between 1 January 2020 to 28 April 2020. The average 

number of deaths over the same period between 2015 and 2019 was 1,331. There were 4,702 

deaths from Dementia, including Alzheimer disease between 1 January 2020 and 28 April 

2020. The average number of deaths for the same period from 2015 to 2019 was 3,959 

(Australian Bureau of Statistics, 2020). 

 
12 Respiratory diseases include causes of death such as pneumonia, influenza, and chronic lower respiratory diseases (including emphysema 

and chronic bronchitis). Deaths due to COVID-19 are not included in this category. COVID-19 deaths are captured using WHO issued 

emergency codes U07.1 and U07.2 and are not currently grouped with any other diseases, though they are included in the total number of 
deaths (ABS, 2020). 
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The Adviser Voice (2020) report reveals the following statistics: cardiovascular disease is 

responsible for one death every 12 minutes in Australia; over 600,000 Australians live with 

coronary artery disease, one in three Australian men and one in four Australian women will be 

diagnosed with cancer by the age of 75 years. In 2014–15 there were a total of 483,673 injuries 

in Australia, which means 1,325 every day. The average lifetime cost for people who have 

cancer can range from $20,360 to $95,460, and cancer patients who use drugs, which are not 

supported by the Pharmaceutical Benefits Scheme (PBS) can pay up to $5,000 per month or 

more. Each month there are eleven new quadriplegic events, and the lifetime cost of 

quadriplegia can exceed $11 million; around 20,000 Australians have spinal cord injuries and 

approximately 50 percent of those people will not be able to return to work.  

 
From the above statistics it can be seen that most deaths were due to illnesses which could be 

insured by appropriate and adequate personal insurance coverage. If a person had Trauma 

insurance to cover those medical conditions, he or she may have been able to receive a pay-

out, which would ease the financial stress for the insured and the family. If the person died due 

to that medical condition, then his or her beneficiary would be able to receive money from a 

claim made under Life insurance policy. Although insurance cannot reduce the pain of losing 

a relative, it has the potential to reduce the financial pressure which may be experienced due to 

premature death of the loved one. If more individuals had personal insurance, it could mean 

that there would be less financial pressure on people and their families, as well as on social 

security.  

 

4.2.4    Consequences of underinsurance  
 
Significant underinsurance not only restricts the lifestyle the claimant and their dependants can 

enjoy when an unfortunate event takes place, it also brings a substantial cost to the government 

mainly in the form of demands on social security benefits. This section will discuss some 

common consequences of underinsurance outlined in various studies. 

 
The Financial Services Council has commissioned research to examine social and economic 

impact of underinsurance in Australia. In this report prepared for The Lifewise, Dr. Kelly and 

Dr. Ngu from NATSEM quantified the number of families who would be impacted by 

underinsurance during their working lives. It looked at the financial impact on the typical 

middle-income family with young children and the expected cost to the government over ten 

years. This research used four scenarios to examine the impact of underinsurance to a typical 



 

117 

family with young children. The outcomes were considered when the family had typical levels 

of insurance and when the family had the recommended levels of insurance. The typical family 

with typical levels of insurance that was used for NATSEM research was a couple in their 30s 

with two young children and both parents were in paid employment. It was assumed that the 

husband who was 35 years old in the labour force, had no outstanding education loans (for 

example, HECS), and had no private health insurance. He worked full-time and earned $75,000 

per annum (this is the average income for a male in their 30s employed full-time).13 It was 

further assumed that the wife was 33 years old, in the labour force, had no outstanding 

education loans, and had no private health insurance. She worked 24 hours per week over three 

days (eight hours per day) and earned $35,000 per annum (average income for a female in her 

30s employed part-time with two children who are under the age of five). The first child was 

four years old and the second child was two years old. The main carer for both children was 

the wife, however when she was at work, the children went to childcare and the cost was $45 

per day per child (The Lifewise/NATSEM, 2010).14  

 
The family purchased their own home, which was valued at $496,000 and the mortgage was 

$236,900 (2009 values based on median of ABS survey data). The husband had $30,100 in 

superannuation and the wife had $14,100 (2009 values based on median of ABS survey data). 

The family owed $17,000 in other debt (credit cards and car loans).15 The family had $91,000 

worth of Life insurance and $71,000 worth of TPD insurance for the husband only (Lifewise 

average values). Neither the husband nor the wife had IP insurance. This was assumed for this 

typical family because it was estimated that 28 percent of males and 36 percent of females have 

IP insurance and one quarter (26%) of families with children have IP insurance (Hewett, 2009). 

The typicality of this scenario was supported by ABS data, as there are 2.16 million working 

age (20-64) couples with dependent children in Australia. Within this group, almost 850,000 

families have at least one child under the age of five. There are 63.2 percent of couples in their 

30s with children and a mortgage. There are 4.5 million people aged between 20 and 64 under 

who are members of a couple with dependent children16 (The Lifewise/NATSEM, 2010).  

 

 
13 Based on current earnings from ABS 2005-06 Survey of Income and Housing, updated to 2009 (change in AWOTE between November 
2005 and August 2009). See ABS (2008) for a detailed description of the data. 
14 The fees charged by long day care centres vary according to location and to the age of the children receiving care. Long day care centres 

normally charge a daily rate rather than an hourly rate. Research suggests that around 80 per cent of centres charge a daily rate of $40 to 
$49.99 for children aged 3 years to school age. This report uses the mid-point rate. 
15 $236,900 + $17,000 = $253,900 is the median debt for a couple in their 30s purchasing a home with two children, male working full-time 

and female working 20-30 hours per week. It is different to the $167,000 quoted in other Lifewise research because it is updated to 2009 and 
it more specifically focuses on couples aged in their 30s buying a home and with two children. However, they are both from the same source 

– ABS 2005-06 Survey of Income and Housing. 
16 This value is slightly different to 2 x the number of couples as it is now includes every person who is aged 20 to 64 years and is a member 
of a couple with dependants not just those where the family reference person is aged between 20 and 64. 
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This research used a case study approach to analyse the economic impact after a major health 

event occurs to a typical, middle income, Australian family with two young children. The case 

study presented the outcomes at periods of one, five and 10 years after the event. Four scenarios 

were modelled. In the first scenario the father in the family died prematurely. In the second 

scenario the father had a heart attack which resulted in him being unable to work. Under 

Scenario 2(a), he required care and was unable to work for up to 10 years. Under Scenario 2(b) 

he required care and was unable to ever return to work. The third and fourth scenarios were the 

same as the first two, except the event happened to the mother. For each of the scenarios, the 

economic outcomes were presented when the family had current or typical levels of insurance 

and when the family had recommended levels of insurance. After presenting the outcomes of 

the scenarios, an estimate was provided of how many families in Australia were represented 

by the case study family; the estimated cost to the family; and the estimated aggregate impact 

on the Australian economy (The Lifewise/NATSEM, 2010). 

 
The findings of the aforementioned study found that with typical levels of insurance under all 

of the scenarios, both the family and the government were financially disadvantaged. In three 

variations of the scenarios (temporarily disabled husband, death of the wife and temporarily 

disabled wife), the family would have only half or less of the income they had in the base case. 

The real problem was that this family with young children faced financial disaster along with 

the serious illness, injury or even loss of one of the parents. In the base case, the family had 

$1,224 per week to live on after paying childcare and the mortgage. With this income they had 

accumulated $17,000 in debt. After the event they were faced to live on around $600 per week 

in most cases. This would involve very significant changes to their lifestyle (The 

Lifewise/NATSEM, 2010).  

 
The impact of underinsurance on the government was also discussed in the study. Kelly and 

Ngu indicated that support from the government increased under all scenarios, and the 

government was impacted in two ways. First, it received less revenue from the family, as the 

family earned less under all of the scenarios and paid less income tax. Second, because the 

family was earning less, they were entitled to more support from the government. If the net 

government expenditures under the scenarios were to be compared with the net revenue of 

$15,690 it received from the base case family, the overall financial impact for the government 

would be an increased expenditure of between $22,000 and $36,000 per family per year (The 

Lifewise/NATSEM, 2010).  
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With the industry recommended levels of insurance, the family’s financial circumstances under 

most scenarios approached that of the base case. The family was able to maintain an income 

after tax, mortgage repayments and childcare that was at least four-fifths of the previous level 

(The Lifewise/NATSEM, 2010). The exception was the scenario in which the wife was 

temporarily disabled. In that case, there was a sharp decline in the family income despite IP 

insurance providing 75 percent of her previous income. The reduction could be explained by 

the need to reduce employment hours by the husband to care for his wife (The 

Lifewise/NATSEM, 2010).  

 
It is important to understand that having recommended levels of personal insurance does not 

move the entire financial burden away from the government. The government still bears a 

significant proportion of the cost of the death, injury, or illness. However, these costs are 

significantly reduced when the family has the recommended levels of insurance. This was seen 

in the above-mentioned case study, under Scenario 1, while the government’s balance sheet 

was reduced by $5,090 per annum rather than increasing by $15,690 for this family (The 

Lifewise/NATSEM, 2010). 

 
Over the average 45 year working life, 1,061,100 people17 will be impacted by the death of a 

parent or a serious injury or illness. Although the data did not specifically indicate it, the report 

prepared by Kelly and Ngu assumed that half of those people could never return to work. Using 

the data, they have collected in their study, Kelly and Ngu have estimated the cost to the 

government in terms of each family that experienced death or disability. For example, for the 

death of the husband, the cost to the government would be the estimated number of families 

impacted (3,980) multiplied by the difference between the transfer income and childcare 

rebates received and income tax and Medicare levy paid by each family (a net outlay of $14,350 

per family for those with typical insurance). This gave a total annual cost of $57.1 million to 

the government for Scenario 1. If every family that experienced premature death had the 

recommended level of personal insurance, then the cost to the government would be reduced 

to $20.3 million. The estimated total cost to the government with current (and typical) 

insurance levels of the four scenarios was $394 million per annum. If every family had the 

recommended levels of personal insurance, the cost would be $263 million, a saving of $131 

million per year or $1.3 billion over the next ten years. It is important to note that the case study 

 
17 Out of total population 
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discussed above calculated the saving for one group of Australians - people aged 20 to 64 years, 

a couple living together with dependent children (The Lifewise/NATSEM, 2010).  

 
Looking at underinsurance consequences from an underinsured person’s perspective, Lewis 

Insurance Services (2018) argues that a significant proportion of Australians would face 

financial hardship if they were to have an accident, become sick or die. Individuals and their 

families can potentially face financial burden at a time of intense personal pressure. The 

consequences of underinsurance can be generational (Lewis Insurance Services, 2018). 

 
Another report by Pulis (2010) suggests that people who do not hold adequate personal 

insurance could face major financial implications if an unfortunate event was to take place. The 

impact would be seen on an individual level and for the society as a whole. In the event when 

a person is not able to work due to illness or disability, everyday living expenses and financial 

commitments, such as mortgage and credit card repayments, could be difficult to meet. This 

scenario may also lead to the need for non-working partners to have to re-enter the workforce, 

potentially after not having to work for many years, putting undue stress on the family. The 

impact could also be on the economy, in the form of extra demand on social security benefits, 

the need to provide additional housing and also loss of income from tax revenue (Pulis, 2010). 

  
Based on the Rice Warner Underinsurance report 2013 the total estimated cost of 

underinsurance to the Australian government in respect of Life insurance was $47 million per 

annum, for TPD insurance it was $1.26 billion per annum, and for IP insurance it was $247 

million per annum. A more recent underinsurance report prepared by Rice Warner 2015 

revealed that the total cost of Life underinsurance to the government was $57 million per year; 

for TPD underinsurance it was $1.26 billion per year, and for IP insurance, underinsurance was 

estimated to cost $260 million per year.  

 
Laycock (2018, 2020) also identifies some of the negative effects of underinsurance. Laycock 

states that there was an estimated 50 percent reduction in the family’s monthly income. In case 

when an earning member of a family is not able to work anymore, the monthly income of that 

family will be cut by at least 50 percent. Without the benefits from an insurance policy to make 

up for this loss in income, the family is likely to face financial hardships that will be extremely 

difficult to overcome. Laycock (2018, 2020) also states that when people do not have personal 

insurance, they would need to sell off investment assets. A major accident or a serious illness 

can accumulate very high medical bills. In such situations, people may need to sell off whatever 

investments they have to raise money for their health care and to provide for their family.  
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Total health expenditure in Australia in 2015/2016 was $170.4 billion (Adviser Voice, 2020), 

which is largely covered by the State and Federal governments, with around $30 billion being 

paid directly by the individuals (Adviser Voice, 2020). It needs to be kept in mind that without 

adequate personal insurance, financial impacts of health costs to individuals and the society as 

a whole, can be devastating (Adviser Voice, 2020). Furthermore, Adviser Voice (2020) 

highlights the importance of adequate personal insurance by stating that serious injury and 

illness can lead to loss of income, due to inability to work, which would have a huge negative 

impact on families. Adviser Voice have used a report published by Australian Institute of 

Health and Welfare (2013) to examine the impact on carers of people who have experienced 

stroke. It was reported that:  

 
“58 percent of primary carers of people with stroke and disability spend 40 hours or more 

per week in their caring role; 21 percent report a decrease in income due to their caring 

role; 24 percent incur extra expenses due to their caring role; 31 percent have difficulty 

meeting everyday living costs” (Website article, no page number available). 

 
These statistics indicate that people without adequate personal insurance may not be able to 

afford a paid personal carer and may need to rely on family members to care for them. This, 

however, creates another problem, where the carers would need to either quit work or work 

reduced hours to look after their loved ones. This would have a detrimental effect on their cash 

flow.  

 
Another article written by Dheeraj (2011) also emphasises the importance of personal 

insurance, where the author explains that the premature death of a financial contributing family 

member can leave the family in a financially unstable situation. Dheeraj (2011) says that 

adequate Life insurance helps the family of the deceased to maintain a balanced lifestyle. The 

author highlights that Life insurance policy must be for an adequate amount, because having 

inadequate cover “is like not having the cover at all”. Dheeraj (2011) makes an important point 

that Life insurance should not be used as an investment, it is for protecting the living, not the 

deceased persons.  

 

4.2.5    The main reasons why people do not purchase personal insurance products 
 
Having examined the importance of personal insurance and the consequences of not having 

sufficient cover, it is vital to consider one of the research questions: what factors and personal 

characteristics, deter individuals from purchasing personal insurance products? 
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Rice Warner 2018 indicates that Australians have been found to be one of the most 

underinsured nations in the developed world, and the top five reasons why people do not have 

Life insurance include: the perception that Life insurance is too expensive; a lack of trust that 

the Life insurance companies will pay a claim; people are not knowledgeable about Life 

insurance and find it to be too complex; younger people think that they will remain healthy for 

a long time and they will not need insurance; some people think that Life insurance is not a 

priority.  

 
These five reasons seem similar to another report by Mosher (2017), which indicates that the 

main reason for not purchasing Life insurance includes that Life insurance is too expensive. 

However, Mosher (2017) highlights that Life insurance is not as expensive as people perceive 

it to be:   

 
1. People mistakenly think that Life insurance is for older people and for small children. 

Mosher (2017) states that this is not the case and Life insurance is more desirable for 

people who have dependents and large liabilities. Usually, older people would not have 

young dependent children, although they may still be responsible to care for their 

children with special needs, and would have paid off their liabilities (for example 

mortgage) and, as a result, would not require high level of Life insurance, if at all.  

 
2. People think that because they are strong and healthy, they do not need Life insurance. 

Mosher (2017) states that what they fail to understand is that the best time to purchase 

Life insurance is when people are young and healthy, due to the lack of pre-existing 

medical conditions and subsequently potential loadings on premiums, and exclusions.   

 
3. People think that because they have Life insurance inside their superannuation fund, 

they would not need to purchase another cover. However, Mosher (2017) states that 

many people do not understand that a policy which is one or two times their salary is 

not as much as they think, as it is unlikely to be sufficient for the deceased’s family to 

cover their expenses and possibly mortgage.  

4. Mosher states that people do not purchase Life insurance because they do not have 

children. However, Mosher (2017) highlights that having children should not be the 

main reason why people need to purchase Life insurance, as there could be other family 

members who would require financial assistance in the event of the policyholder’s 

death.   
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5. Mosher (2017) states that Life insurance is not a priority for many people. 

 
Another industry article written by Ochalla in 2018 lists ten main reasons why people do not 

purchase Life insurance products. The first reason for not purchasing Life insurance is the 

perception that it is too expensive. The author states that the price depends on many factors 

including the age of the person when he or she decides to take out Life insurance, their health 

and smoking status, and the amount of coverage. However, Ochalla (2018) indicates that if the 

person is fairly young and healthy and not a smoker, they should be able to get a 20-year, 

$250,000 level-term policy for less than $200 annually. The second reason identified in the 

article was the fact that people thought they had many assets to leave to their loved ones. 

Ochalla (2018) points out that it is important what kind of assets the person may have: are they 

liquid assets, which can be quickly converted to cash or non-liquid, such as a real estate or a 

share in a business. The author makes an argument that Life insurance would provide 

beneficiaries access to much needed cash and would allow them to retain non-liquid assets 

rather than selling them for a fraction of price. The third reason for not purchasing Life 

insurance is the fact that people think that they are healthy. Ochalla (2018) agrees with this 

proposition, however, states that the person may well be healthy now, but what about in ten 

years’ time. The fourth reason for not purchasing Life insurance is because people are too busy 

with other things (Ochalla, 2018). The author agrees that life can be very busy but suggests that 

unfortunate things do happens and if people have family members depending on their income, 

they should make Life insurance a priority. The fifth reason is that people do not understand 

the concept of Life insurance (Ochalla, 2018). According to Life Happens' and LIMRA's 2015 

Insurance Barometer Study, 38 percent of respondents say that they are not sure how much and 

what type of cover they need to purchase and express this as a reason for not purchasing 

insurance. Ochalla (2018) makes a point that personal insurance can be complicated for many 

people and expresses the concern that people should seek professional advice to make sure they 

purchase appropriate amount of cover. The sixth deterrent is that people find the process 

‘intimidating’. As with the previous reason, Ochalla (2018) suggests that people should see a 

professional adviser who knows the industry and the products and would be able to ease some 

of the tension associated with such a complex product. The seventh reason was the fact that 

people have other financial obligations, which they think are more important than purchasing 

Life insurance (Ochalla, 2018). The author makes a point that for some people spending money 

on vacations, or shopping, or movies, or eating out is more important than using it to pay for a 
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Life insurance policy. Furthermore, according to Life Happens’ and LIMRA's 2015 Insurance 

Barometer Study, 63 percent of people under the age of 25 considered their mobile phone, 

Internet, and cable payments to be of a higher importance than purchasing Life insurance, and 

49 percent of respondents aged 65 and above had the same opinion. Ochalla (2018) suggests 

that one way to make Life insurance a priority is to explain to people how affordable it can be, 

especially if they reduced their expenditures elsewhere, such as spending less on going out. 

The eighth reason is the fact that people do not trust insurance companies and agents (Ochalla, 

2018). According to Life Happens’ and LIMRA's 2015 Insurance Barometer Study, 38 percent 

of people did not purchase Life insurance because they did not trust insurance companies and 

35 did not purchase the cover because they did not trust insurance agents. The ninth reason for 

not purchasing Life insurance is procrastination. Ochalla (2018) states that procrastination is a 

big problem when it comes to Life insurance. According to Life Happens’ and LIMRA's 2015 

Insurance Barometer Study, 30 percent of respondents did not purchase Life insurance because 

they have not gotten around to it. The tenth reason for not buying Life insurance is because 

people do not want to think about death (Ochalla, 2018), with 29 percent of participants not 

purchasing the cover due to this reason (Life Happens and LIMRA, 2015). Ochalla (2018) 

makes a point that leaving a spouse, children, or other loved ones in a difficult financial 

position, should be more psychologically disturbing than organising Life insurance.  

 
In addition to the above reasons, Laycock (2018, 2020) indicates that some do not purchase 

insurance because they believe that the government will take care of them in a time of need. 

Laycock states that even though the government does provide various benefits if people lose 

their jobs or become unable to work due to injury or disability, these payments are unlikely to 

be sufficient to cover all the ongoing expenses and continue to provide familiar lifestyle.  

  
Adviser Voice (2020) refers to a 2018 report published by Zurich Australia, which examined 

the cost of care in Australia. The study concluded that Australians see themselves as being 

‘bulletproof’ and therefore are reluctant to purchase adequate Life, TPD and IP insurances.  

  
The above discussion identified the main reasons why people do not purchase personal 

insurance products. This information is very important for the thesis, as it provides vital 

knowledge which will help to prepare the interview and survey questions and subsequently to 

answer the research questions.  
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4.3    Conclusion 
 
Building on from Chapter Three discussion on theoretical literature, this chapter provided 

further information about why people do not purchase personal insurance products. Generally, 

the industry does not explore the reasons why people purchase personal insurance products, 

but rather focus on the reasons they do not.  The chapter also defined the term ‘underinsurance’ 

and discussed the importance of adequate personal insurance policies. In addition, the chapter 

provided examples of how people could be negatively affected by holding inadequate personal 

insurance policies.  

 
Information gathered from the industry literature was important for this thesis, as it assisted in 

answering the research questions, as to which factors and personal characteristics affect 

people’s decision making in relation to purchasing personal insurance products. Furthermore, 

it provided a valuable input for preparing the interview and the survey questions in order to 

obtain more information which would further assist in answering the research questions, 

endeavouring to close the gap, which currently exist in the academic literature, and providing 

an important contribution to the current pool of literature on the decision-making process and 

insurance literacy.  

The next chapter will discuss the methodology employed for this study and methods of data 

collection.   
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Chapter 5: Methodology 
 

5.0    Introduction   
 
This chapter discusses the methodology and different research techniques used in this thesis 

and includes a detailed explanation of the data collected. Descriptive statistics of the interview 

and survey participants will be outlined. A thorough explanation about how the interviews and 

the survey were carried out is provided, including detailed discussion about recruitment and 

implementation processes.  

 
The structure of the chapter is as follows. Firstly, the research questions will be formulated and 

discussed. Then the research method is outlined, followed by the basis of the data analysis. 

Then the ethical considerations are outlined, with a discussion of the formulation of questions 

for the interviews and the survey.  

 

5.1    Research questions 
  
The topic this thesis explores is that of personal insurance, as it appears that there is 

underinsurance in Australia and this problem is not only significant to individuals and their 

families, but also to the society as a whole.     

 
The current research examines the level of personal insurance held by Australians and what 

drives their decisions to purchase or not to purchase personal insurance products. The ‘level’ 

of personal insurance held is important, as people may hold some amount of coverage, but still 

remain significantly underinsured. Therefore, it will be of utmost importance in the survey to 

ascertain the level of cover respondents actually have (along other important factors, such as 

their assets, liabilities, income, number of dependents and the like) and to draw conclusions as 

to whether they are underinsured, overinsured or adequately insured. Adequate personal 

insurance would usually mean that the amount of personal insurance needed is calculated based 

on the number of dependents and amount of liabilities, in addition, a certain amount of money 

would need to be left behind for living expenses, children’s education and other expenses 

specifically addressed by the insurance policy holder.  

 
This research will analyse the relationship between various psychological factors explored in 

Chapter Three and industry’s perspective on underinsurance and its causes, which were 

detailed in Chapter Four. It was identified in the literature review that extensive research has 

been carried out in the field of decision-making and psychological processes which people may 

follow when making decisions either generally or in relation to financial products. Much of the 
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previous insurance research related to general insurance, with very limited academic work 

carried out in relation to Life insurance, TPD insurance, IP insurance and Trauma insurance. 

Also, the academic studies that do exist relate more to theoretical models.  

 
Chapter Four analysed the industry literature and noted a range of articles that discussed the 

proportion of the population that has insurance, particularly Life insurance, TPD insurance, IP 

insurance and Trauma insurance. With the exception of Life insurance, however, it is argued 

that most insurance types have received little attention from rigorous, independent scholarly 

research. 

 
A research gap exists because scholarly literature has a very limited discussion on personal 

insurances in relation to the decision-making process. On the other hand, reports prepared by 

the industry participants discussing the reasons why people may be underinsured and what can 

be done to reduce the problem, do not include a deeper discussion of the decision-making 

theory behind the underinsurance problem. The contribution to the existing literature will be 

made through exploring the decision-making process in relation to purchase of personal 

insurance products by conducting the interviews and the detailed survey. Further contributions 

will include: identifying which demographic groups were most confident/overconfident about 

having a high level of knowledge and adequate personal insurance policies; which 

demographic groups have the highest level of personal insurance literacy; which demographic 

groups hold the highest levels of personal insurance; which demographic groups had the 

highest need for personal insurance; and which demographic groups had the highest shortfall 

for personal insurance.    

 
To help to address the research gap, two research questions were developed. The research 

questions proposed in this thesis when answered are designed to add to the current body of 

knowledge in relation to personal insurance and address the underinsurance problem in 

Australia.  Based on the research questions, interview and survey questions were developed.  

The research questions are:  

 
1. What factors and personal characteristics, influence individuals to purchase 

personal insurance products? (RQ 1) 

2. What factors and personal characteristics, deter individuals from purchasing 

personal insurance products? (RQ 2) 
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Other important factors explored include whether respondents are overconfident about their 

knowledge of insurance and overconfident about holding adequate personal insurance policies; 

their level of personal insurance literacy; any correlation between increased personal insurance 

literacy and the purchasing behaviour; the extent of respondents’ need for personal insurance; 

and respondents’ level of underinsurance or shortfall with personal insurance policies. 

 
In attempting to answer the research questions, the main reasons why people take out insurance 

[and why they do not take-out personal insurance] will be identified. The reasons to or not to 

purchase personal insurance policies may not be related and it is important to clearly identify 

what drives people’s decision-making process in either way. These points are examined in the 

interviews and the survey.  

 
Below, possible factors and personal characteristics which arguably can affect the decision-

making process in relation to personal insurance purchase will be discussed.  

 

5.1.1    Factors arising from Chapter Three 
 
The factors which will be examined were based on the information obtained from the 

theoretical and industry literature. In Chapter Three, different theoretical literature was 

discussed, and various models of decision-making were identified, and these were used in the 

preparation of questions for the interviews and the survey. It was pointed out in the theoretical 

literature that people are not always rational and as a result do not always make decisions which 

would maximise their current and future wellbeing. Also, it was pointed out that the decision-

making process can be affected by behavioural factors such as: loss aversion, bounded 

rationality, financial/insurance illiteracy, procrastination, low probability and high probability 

losses, emotions in the decision-making process and mental accounts. These possible factors 

were explored in this research.  

 
Loss aversion refers to people being risk averse and disliking losses. People would rather take 

a chance that they would not lose rather than accept a certain loss, even if the uncertain loss is 

larger. An immediate consequence of loss aversion is that the loss of utility associated with 

giving up a valued good is greater than the utility gain associated with receiving it (Tversky 

and Kahneman, 1981). Relating this concept to personal insurances means that people may be 

willing to take a chance that they will not suffer any negative events rather than spending 

money to pay insurance premiums, even though if the uncertain event takes place it would 
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eventuate in much higher financial losses compared to premiums paid. This notion was 

examined in detail during the interviews with informed participants and consumers.  

 
The idea of bounded rationality was proposed by Simon (1955). It is a choice processes that 

are as rational as they can be, given cognitive limitations on the amount of information humans 

can process. Kahneman (2003) argues that people are not accustomed to thinking hard, but 

classic model and utility maximisation assume that people think hard and evaluate all the 

possibilities and incorporate the probabilities and costs of all available options. Relating this to 

personal insurance, it could be suggested that if people are not accustomed to thinking hard 

and making rational decisions, they may not take-out appropriate insurance coverage that they 

may need. This psychological notion also relates to financial and insurance illiteracy, and the 

possibility that when people do not have adequate understanding about personal insurance, they 

are less likely to purchase appropriate levels of cover. The idea of bounded rationality and 

financial illiteracy were addressed in the interviews and the survey.     

 
Procrastination occurs when a person has the intention to buy something, for example insurance 

and can afford it, but chooses to delay the purchase. Decisions require work and most of the 

time there is an insignificant cost of delaying the decision until the next day. However, 

problems can arise when individuals procrastinate for lengthy periods of time, as repeated 

procrastination on decisions can have a significant effect (Mitchel and Holzworth, 2005). 

Relating this concept to personal insurance, it could be suggested that if people procrastinate 

the purchase of personal insurance, they may be worse off financially due to inability to obtain 

the required cover in the future. This is mainly due to a possibility of various serious medical 

conditions occurring during the time of procrastination, which would make obtaining personal 

insurance products at that time either impossible or very expensive.  They may be able to obtain 

personal insurance after the illness, however, the policy would most likely have loadings on 

the price (be more expensive) and have certain exclusions (some medical conditions may not 

be covered by the policy). Therefore, prolonged procrastination may lead to unexpected 

financial hardship. Procrastination was addressed in the interview and survey questions, where 

respondents were asked to report on their decision-making behaviour.    

 
Another factor mentioned was high and low probability losses. Kunreuther (1981) states that 

people can sometimes not do a good job in collecting and processing information regarding 

low probability-high consequence events. People tend to purchase insurance for events which 

are more likely to happen on frequent basis (high probability events), such as car accidents, but 
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which usually have lower financial impact. This is mainly due to the greater chance of making 

a claim on high-probability events, and as a result, people see ‘value’ in this insurance policy. 

However, it is low probability-high impact events which may need insurance coverage the 

most. Many people fail to protect themselves against events which they perceive as having a 

relatively low probability of occurrence, even though it may produce substantial damage to 

their property, cause them personal injury or perhaps even loss of life. High and low probability 

losses concept was also explored in the interviews with informed participant and consumers. 

   
Various emotions can have an important impact on the decision-making process; however, they 

were not considered in the classical model of decision-making. Another factor addressed was 

the fact that the classical model for decision-making does not consider emotions, whereas 

behavioural economics does. Behavioural economics recognise emotions as an important 

factor, and three emotions identified were: regret, fear, and love (Belsky and Gilovich, 1999). 

People hate the feeling of regret and the responsibility for a negative outcome of a choice they 

made. That is one of the reasons why people take a long time to make decisions (procrastination 

problems discussed above). It was mentioned above that people may buy insurance for high 

probability events, which generally have low impact. The reason for this is because they are 

afraid of the event actually taking place and as a result that fear influences their decision-

making process. Love and/or affection for another person can influence the decision-making 

process. If the person loves another person, he or she may be more likely to take out personal 

insurance, because to that individual, spending money to buy a policy, is a way to show his or 

her feelings (Hsee and Kunreuther, 2000). This could be especially relevant for Life insurance, 

because the loved one is the beneficiary and would directly benefit from this type of cover. The 

notion of emotions in the decision-making process was addressed in the interviews and the 

survey with appropriate questions asked to ascertain how emotions could influence people’s 

decision-making in relation to personal insurance purchases. 

  
Discussion about mental accounting theory is important for this thesis, because it may help to 

explain why some individuals do not purchase various forms of personal insurance, but at the 

same time purchase other forms of personal or general insurance. There are many examples of 

when people say that they cannot afford to buy something (for example insurance) when they 

have the money. According to behavioural finance, people have mental accounts into which 

they segregate finances and treat them differently. It is not the total available money that they 

have, but rather balances in those ‘separate accounts’ (Mitchel and Holzworth, 2005). If people 
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have separate mental account for insurance, and if they have already used money from it for 

purchasing another type of insurance, they can be reluctant to spend money to buy other non-

mandatory insurance (e.g., Life insurance). The previous decision to purchase insurance may 

prevent the purchase of any additional insurance policies (Tversky and Kahneman, 1981). The 

idea of mental accounts was addressed in this thesis. 

  
Another concept which was not examined in theoretical literature but relates to the emotional 

and psychological state of mind is ‘proximity of loss’. This factor could possibly be an 

important one in explaining why people purchase and do not purchase personal insurance 

products.  For example, when a disaster takes place far away from where a person lives, he or 

she may not be as affected by this, as when the disaster takes place close to the person’s 

geographical location. Alternatively, when someone close to the person, such as a family 

member or a friend, suffers some unfortunate events, this could increase the possibility of the 

person purchasing personal insurance. It will be beneficial to find out from informed 

participants and consumers whether the proximity of loss would influence the decision-making 

process when purchasing personal insurance products.  

 
The next section will discuss factors which emerged from the industry literature. 

 

5.1.2    Factors arising from Chapter Four  
 
Some reasons/factors for not purchasing personal insurance products were stated in Chapter 

Four, with one of the main reasons identified as the perceived high cost, which could possibly 

be closely related to the ‘value’ concept. Literature review identified that compulsory insurance 

policies may decrease the purchase of non-compulsory personal insurance. The reason could 

be because people spend money on compulsory insurance policies and do not have sufficient 

funds left to pay for non-compulsory insurance policies. However, it could be argued that if 

people saw value and importance in personal insurance, they would make funds available to 

pay for premiums, which leads to the important discussion in the next paragraph.  

 
The concept of ‘value’ was addressed in the industry literature; hence it will be important to 

test it in this thesis. The question of interest would be how important and valuable personal 

insurance is for individuals. If they perceive personal insurance products to be very important 

for the family protection, those individuals may be more likely to purchase personal insurance 

products. On the other hand, if they do not perceive personal insurance to be an important part 

of their family protection and do not see value in it, then it may be that those individuals would 
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be reluctant to purchase personal insurance products. The concept of ‘value’ could be further 

expanded to include the possibility that people may not see the value in personal insurance 

products, because they may perceive those as an economic investment, which needs to pay out, 

as opposed to treating it as a protection tool. This could be one of the possible explanations as 

to why people may prefer to purchase general insurance, as they may think that they would 

have higher chances of making a claim. Furthermore, as was suggested in the industry 

literature, some people do not purchase personal insurance because they are young and healthy 

and perceive spending money on premiums as a waste of limited resources. If some people 

really perceive personal insurance as an economic investment, then it could explain their 

unpreparedness to pay for premiums, as they may think that because they are healthy, they 

would never be able to make a claim on those policies and see it as a waste of money.  

 
Another reason/factor included low levels of financial and insurance literacy or poor 

knowledge about personal insurance products.  Financial literacy has attracted the attention of 

government, academia, and industry, because it is believed to be an important factor in relation 

to retirement saving, investment, borrowing and the management of debt, and insurance 

(Australian Securities and Investments Commission, 2011). It was suggested in the literature 

review that insurance can be difficult to understand and due to the lack of understanding and 

perceived complexity, people would refrain from purchasing personal insurance policies. In 

this thesis it will be important to ascertain respondents’ level of personal insurance literacy. It 

was mentioned in the literature review that people may have low levels of financial literacy 

and as a result, may not understand how adequate personal insurance policy can assist in 

decreasing the financial stress during the difficult times and avoid reliance on government 

payments. It will also be important to establish in this thesis if higher levels of personal 

insurance literacy relate to people being more likely to purchase personal insurance policies. It 

could be argued that if people had higher levels of financial literacy, they would be more likely 

to purchase insurance policies, because they would understand its importance and value.  

 
Other reasons/factors discussed in Chapter Four and examined in this thesis included: not 

having dependents and liabilities, overreliance on government support, and not seeing the need 

in personal insurance and as a result a perceived waste of money. It was argued that if people 

did not have dependents and liabilities, they were less likely to purchase personal insurance 

products. Furthermore, some industry articles discussed that, on average, people are too over 
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reliant on the government support, in most cases without knowing the actual amount available, 

that it can act as a deterrent. Once again, this notion will be examined in the interviews.  

 
The next section will identify various personal characteristics which could be important in 

answering research questions.  

 

5.1.3    Personal characteristics  
 
The impact of personal characteristics, such as age, gender, education level, occupation type, 

income level, religion and whether or not participant worked in the financial services industry 

were extensively examined in this thesis, because it was important to understand if different 

demographics can affect respondents’ answers and attitudes towards insurance.  

 
Gender would be an interesting characteristic to examine in this thesis. It was suggested in the 

literature that females could be more risk averse compared to males. It would be important to 

find out if this notion will be true for the interview and survey respondents, and if so, would 

they be more likely to take out personal insurance policies. It would be interesting to find out 

if males and females had a different perception of risk and uncertainty. If so, would this mean 

that they have different approaches to buying personal insurance products. The gender of the 

respondents will also be explored in relation to the confidence levels, personal insurance 

literacy levels, levels of personal insurance need and personal insurance shortfalls.  

 
Age factor will be examined to ascertain if people of different age groups have different 

preferences, attitudes, understanding and purchasing behaviour in relation to personal 

insurance. It will be important to establish if older people are more likely to purchase personal 

insurance policies than their younger counterparts. Age of the respondents will be analysed in 

relation to the confidence levels, personal insurance literacy levels, levels of personal insurance 

need and personal insurance shortfalls. 

 
Education level, income level and occupation of the respondents will be directly examined in 

the thesis to find out if these are some of the major factors affecting decision making when 

purchasing personal insurance policies. It could be argued that people who are more educated 

and have professional jobs could be more likely to purchase personal insurance. The answers 

will be examined using statistical analysis to see if there is any possible correlation between 

having a higher level of education (bachelor degree and above) and having personal insurance. 

The idea of people having a higher level of education and may be as a result a better paying 

job, would mean that there is a greater need for personal insurance, because people are more 
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likely to have more assets and probably higher liabilities and subsequently need to have an 

adequate protection. In addition, education level, income level and occupation of the 

respondents will be analysed in relation to the confidence levels, personal insurance literacy 

levels, levels of personal insurance need and personal insurance shortfalls.   

 

Religion will also be examined in this thesis, as a possible factor influencing personal insurance 

purchase. The respondents will be asked is they belong to any religion and if so, which one. 

Their responses to other questions will be recorded and it would then be possible to ascertain 

if their religion, or lack of one, had any influence on their decision-making behaviour in relation 

to purchasing personal insurance policies. Religion factor will also be assessed in relation to 

the confidence levels, personal insurance literacy levels, levels of personal insurance need and 

personal insurance shortfalls.    

 
Another characteristic which will be examined is whether respondents worked in the financial 

services industry. It could be argued that people who either work or have worked in the past in 

the financial services industry may be more likely to purchase adequate personal insurance 

policies, because they would be more insurance literate and understand the importance of 

adequate coverage. In addition, this factor will also be assessed in relation to the confidence 

levels, personal insurance literacy levels, levels of personal insurance need and personal 

insurance shortfalls.    

 
The next section will outline the research method used in this thesis, which consisted of two 

parts: Stage One - interviews with informed participants (financial advisers) and consumers, 

and Stage Two – survey of individuals. 

 

5.2    The research method 
 
The research method consisted of two phases: Stage One – interviews with informed 

participants (financial advisers) and consumers, and Stage Two – survey of individuals. Note 

that this research was conducted prior to the effects of COVID-19. 

 
The first set of interviews in Stage One was designed to obtain a more in-depth information 

about personal insurance from the financial advisers. It was essential to understand what people 

think about personal insurance and it was thought the best people to obtain this information 

from were financial advisers, because they see many clients and have many important insights. 

The second set of interviews in Stage One was designed to obtain information from consumers, 

and among other things, to get an understanding of what they knew about personal insurance 
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products, and why they did or did not buy those policies. The survey in Stage Two was designed 

to obtain insights in relation to what types and how much personal insurance various 

demographic groups held; what their confidence levels were in relation to their understanding 

of personal insurance products and the adequacy of the personal insurance policies they held; 

their actual personal insurance literacy levels; their personal insurance needs levels; and their 

personal insurance shortfalls. The survey questions were informed by findings from both sets 

of interviews in Stage One. Appropriate ethics approval was obtained for both Stage One and 

Two. 

 

5.2.1    Stage One: Interviews with informed participants and consumers 
 
The interviews were considered an appropriate method to obtain more information about the 

subject matter. All interviews with informed participants and consumers were conducted face-

to-face in the summer of 2013/2014. Some of the advantages of face-to-face interviews are in-

depth knowledge sharing, developing bigger picture about the selected issue and scope of 

analysing the results in a more elaborate way. Face-to-face interview is also considered to be 

effective for networking (Fowler and Mangione, 1990). Through the interviews some important 

aspects relating to the study can be highlighted. The interviews can also help in unravelling 

people’s behaviour, feelings, and routines. Backed by carefully thought out set of questions, 

the interview becomes a main channel for systematic data collection (Arksey and Knight, 

1999). The interviews were taped with the permission of the respondents, with the recordings 

deleted after the information was transcribed and analysed. The length of each interview varied 

between 30 minutes to one hour.  

 
The interviews with informed participants occurred as they were seen as possessing specialised 

knowledge, which assisted in answering the research questions (Schmitt and Klimoski, 1991). 

Informed participants were financial advisers and insurance brokers. The interviews were semi-

structured, as the focus of the findings were exploratory (Fowler and Mangione, 1990). Semi-

structured interviews generally have an overall topic, specific questions, general themes and 

points which need to be discussed (Lee, 1999). While structured interviews are made up of 

fully pre-set standardised questions and are usually closed-ended (Seidman, 2006), semi-

structured are more flexible and allow the person conducting the interview to pursue matters 

as the situation dictates. Semi-structured interviews have more focus, are guided, more 

concentrated and allow the interviewer to have a structure during the interview (Miller and 

Crabtree, 1992), unlike unstructured interviews, which do not have a specific structure and 
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questions are mainly open-ended (Seidman, 2006; Arksey and Knight, 1999). The interview 

questions designed for informed participants (Stage One data collection) can be found in 

Appendix 1 A. 

 
The interviews with consumers were conducted after the results from the first round of 

interviews with informed participants were analysed. Similarly, participants were asked semi-

structured questions and were encouraged to elaborate and explain their answers in more 

details. Participants were also asked to discuss their understanding about insurance industry 

and personal insurance products. Participants were also encouraged to ask questions about 

insurance and talk about any cases of personal insurance claim that either happened to them 

personally or to their friends and/or family. The interview questions designed for consumers 

(Stage One data collection) can be found in Appendix 1 B.  

 
After Stage One data was analysed, Stage Two questions were developed.  

 

The process of sourcing participants  
 
Informed participants  
 
Informed participants were sourced through industry contacts, professional organisations, and 

banks. This process led to interviews with 30 informed participants being conducted in 

Brisbane and the Gold Coast areas of Queensland, Australia. It was concluded that 30 

respondents were an appropriate number of interviewees, as it would provide sufficient 

preliminary information to formulate the survey questions. Table 5.0 below illustrates the 

demographics of respondents which consisted of 18 males and 12 females and the age range 

was between 25 and 50, with the majority of respondents being aged between 25 and 40 years. 

The reason why female respondents represented only 40 percent of the total sample population 

could be due to financial planning still being a very male-dominated profession (Walters, 

2019). The respondents were a mix of bank employees and either owners or employees of 

independent financial planning businesses. Some informed participants were particularly 

interested in providing any assistance possible and explained that as the financial planning 

industry participants they need to take the initiative to improve the image of the industry and 

to increase the awareness of personal insurance among the general population. 
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Table 5.0 Interview Participants – Informed participants (financial advisers)  
 
Informed Participants’ Gender and Occupation 

 

Respondent # Gender Employment Type 

1 Male Bank employee 

2 Male Bank employee 

3 Male Bank employee  

4 Male Bank employee 

5 Male Private FP firm, owner 

6 Male Private FP firm, employee 

7 Female Bank employee 

8 Male Bank employee 

9 Male Bank employee 

10 Female Bank employee 

11 Female Private FP firm, employee 

12 Male Bank employee  

13 Male Bank employee 

14 Female Private FP firm, employee 

15 Male Bank employee 

16 Female Bank employee 

17 Female Private FP firm, employee 

18 Male Bank employee 

19 Male Bank employee 

20 Female Private FP firm, employee 

21 Male Private FP firm, owner 

22 Female Bank employee 

23 Female Private FP firm, employee 

24 Male Private FP firm, employee 

25 Female Private FP firm, employee 

26 Female Bank employee 

27 Male Private FP firm, employee 

28 Male Bank employee 

29 Male Private FP firm, owner 

30 Female Private FP firm, employee 

Note: This table contains summary information on the informed interview participants  

 

Consumers   
 

Consumer participants were sourced using convenience sampling (through personal network 

of the researcher, including workplace, family, friends, and neighbours). Table 5.1 below 
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illustrates the demographics of consumers with individuals being from different industries: 

holding professional/qualified jobs, secretarial/clerical positions, non-professional jobs and 

business owners. The respondents consisted of a mix of unemployed, homemakers, students, 

full-time or part-time employees from various industries, married and single, with and without 

children, immigrants and people born in Australia, females and males of different age groups 

and educational backgrounds. Interviews with consumers were conducted in Brisbane and the 

Gold Coast areas of Queensland, Australia. There were 40 consumers in total interviewed. This 

number was considered to be appropriate to gain an initial understanding of consumer attitudes 

towards personal insurance. Panel A illustrates how many respondents had personal insurance 

products and whether it was held inside or outside a superannuation fund. For comparison 

purposes Panel A also illustrates the number of respondents who had general insurance 

products.  It can be seen that more people held general insurance products. Panel B lists each 

respondent, identifying their gender, age, occupation, their highest level of education and the 

types of insurance products they held at the time.    

 
Table 5.1 Interview Participants – Consumers 
 
Panel A: Insurance types and method of holding insurance 

Insurance type Ownership within a 

superannuation fund  

Ownership outside a superannuation 

fund  

Total  

Life insurance  18 consumers  5 consumers  23 

TPD insurance  14 consumers  4 consumers  18 

IP insurance  9 consumers  5 consumers  14 

Trauma insurance  Not offered within a 

superannuation fund  

6 consumers  6 

House/building 

insurance  

N/A 23, which represents 100% of those who 

owned a house  

23 

Contents insurance  N/A 31 consumers  31 

Motor Vehicle 

insurance  

N/A 36 consumers  36 

3 consumers did not have any insurance at all  
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Panel B: Consumer’s gender, age, occupation, highest level of education and insurance types 

currently held  

Participant 

# 

Gender Age Occupation Highest level of 

education 

Insurance types 

currently held 

1 Male  25-34 Student and crowd 

control 

Year 12 Contents, car 

2 Female  35-44 Art teacher Bachelor degree  Car 

3 Female  45-59 Housewife  Year 10 House, contents, car, 

life (outside super) 

4 Male  35-44 Traffic controller  Year 9 Contents, car, life 

(outside super) 

5 Female  25-34 Child educator (child 

care) 

Cert 4 in child 

protection  

Car  

6 Male  25-34 Driver Cert 2 in Business  Car  

7 Female  45-59 Airport officer  Year 10 House, contents, car, 

life, TPD, IP, trauma 

(all outside super) 

8 Female  45-59 Admin assistant Year 10 House, car, life, TPD 

(both within super) 

9 Female  45-59 Lecturer  Graduate diploma  House, contents, car, 

TPD (outside super), 

trauma 

10 Female  25-34 Admin officer  Cert 4 in office admin Contents, car, life, 

TPD, IP (outside 

super) 

11 Female  25-34 Admin officer  Year 12 Car  

12 Male  60-69 Company director  Diploma of financial 

services  

House, contents, car, 

life, TPD, trauma (all 

outside super) 

13 Male  35-44 Business owner – 

Subway  

Bachelor degree – 

Business  

House, contents, car, 

business insurance, 

life, TPD (all within 

super) 

14 Female  35-44 Admin officer  Bachelor degree – 

Arts  

House, contents, car 

15 Female  25-34 Academic admin 

adviser 

Bachelor degree – 

Business  

Car  

16 Female  25-34 Unemployed  Cert 2 No cover  

17 Male  35-44 Academic staff  Master degree  Contents, car, life 

(within super), IP and 

trauma (both outside 

super) 

18 Female 25-34 Admin officer  Bachelor degree – 

Commerce  

Car  

19 Male  25-34 Engineer Bachelor degree  House, contents, car, 

life, TPD, IP (three 

within super) 

20 Female  45-59 Housewife  Bachelor degree No cover 

21 Male  35-44 Scientist PhD – marine 

biology  

Car, contents, life 

(within super, does not 

now the amount 

covered and what it 

covers) 

22 Male  60-69 Pensioner Bachelor degree – 

Business  

No cover  

23 Male  35-44 Medical doctor  Master degree House, contents, car, 

life, TPD (both within 
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super), IP, trauma 

(both outside super) 

24 Male 25-34 Plumber  Year 12 House, contents, car, 

life, TPD, IP (three 

within super) 

25 Male  18-24 Student (University) Year 12 Car, contents  

26 Female  35-44 Beautician  Cert 4 House, contents, car, 

life (within super, does 

not know the amount 

covered and what it 

covers) 

27 Male  45-59 Nurse  Bachelor degree  House, contents, car, 

life, TPD (both within 

super, does not know 

the amount covered 

and what it covers) 

28 Male 25-34 Medical doctor  Bachelor degree – 

medicine  

House, contents, car, 

life, TPD (both within 

super) 

29 Male  35-44 Project manager  Master degree House, contents, car, 

life, TPD (both within 

super), IP (outside 

super) 

30 Female  45-59 Hairdresser  Year 12 Contents, life (within 

super, does not know 

the amount covered 

and what it covers) 

31 Male  35-44 Dentist  Bachelor degree  House, contents, car, 

life, TPD, IP (three 

within super) 

32 Male  45-59 Business owner – 

Restaurant  

Bachelor degree  House, contents, car, 

business insurance, 

life, TPD, IP (three 

within super) 

33 Female  35-44 Business owner – 

Hairdressing salon  

Cert 4 House, contents, car, 

business insurance, 

life, TPD, IP (three 

within super) 

34 Male  45-59 Veterinarian - 

business owner  

Master degree House, contents, car,  

business insurance  

35 Female  25-34 Lecturer  PhD – finance  House, contents, car, 

life, TPD, IP (three 

within upper) 

36 Male  45-59 Business owner – car 

repairs  

Year 12 House, contents, car, 

business insurance  

37 Female  18-24 Bank teller  Year 12 Car, contents, life, 

TPD (both within 

super, does not know 

the amount covered 

and what it covers) 

38 Male  35-44 Lawyer  Master degree House, contents, car, 

life, TPD, IP (three 

within super), trauma 

(outside super) 

39 Female  60-69 Pensioner  Bachelor degree  House, contents, car  

40 Male  18-24 Sales assistant  Year 12 Car, contents  
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5.2.2    Stage Two: Survey research  
 
Stage Two consisted of a large-scale survey, which was conducted over the period between 

November 2015 and January 2016. The copy of questions for Stage Two data collection can 

be found in Appendix 2. Surveys can be used to obtain an accurate description of the 

characteristics of a group of individuals (called a population) (Cozby, 1985; Tharenou et al., 

2007). Survey research is defined as ‘a set of procedures specifying what information is to be 

obtained and from whom and how’ (Backstrom and Hursh-Cesar, 1981, p. 178). They can be 

very useful in describing a population and reaching a large number of respondents (Remenyi, 

Williams, Money, and Swartz, 1998). It is also important to note that when survey questions 

are structured properly, survey responses could be analysed quickly (Hussey and Hussey, 

1997). However, as with any type of research, surveys also have some limitations, for example, 

in order to draw meaningful conclusions, the survey would need to include large number of 

respondents (Science Buddies, not dated). Hussey and Hussey (1997) had suggested that the 

average response rate from surveys is around 30 percent.  

 
When scientific sampling techniques are used, the survey results can be interpreted as an 

accurate representation of the opinion of the entire population, even when an extremely small 

percentage of a very large population is obtained (Cozby, 1985). Previously, a questionnaire 

mailed out to individuals could be the least expensive method of obtaining survey information 

(Cozby, 1985; Dillman, 1991), although the internet online surveys can be more economical 

(DeFranzo, 2012). The major platform used for this survey was an online survey developed 

through Survey Monkey. Participants were invited to complete the online survey through 

various methods, including social media, such as Facebook, LinkedIn, and the like.  

 
Additionally, some paper versions of the survey were completed. A variety of methods were 

used to distribute this survey, including an introductory letter explaining why this survey took 

place and its importance to a society as a whole. Also, paper versions of the survey were 

distributed by the researcher via door-to-door and placing invitations with the online link in 

mailboxes. The Gold Coast suburbs where the invitations were places included: Oxenford, 

Upper Coomera, Coomera, Hope Island, Helensvale, Labrador, Runaway Bay, Coombabah and 

Southport. Brisbane suburbs where the invitations were places included: South Brisbane, New 

Farm, Woolloongabba, Stones Corner, Coorparoo and Dutton Park. These invitations were 

placed over a period of time, between November and December 2015. Additionally, in the 

month of December 2015, an advertisement was placed in the local paper, the Gold Coast 

Bulletin, inviting people to participate in the research, which attracted many responses. Other 
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methods were also used, such as meeting with members of different religious confessions, 

female groups, students, members of the gymnasium attended by the researcher and the like. 

Any paper version of the survey completed were then manually imputed in the online survey 

by the researcher. As an incentive to complete the survey, participants were provided a gift 

voucher on the completion of the survey. The survey (including the incentive) was approved 

by the Griffith University’s Ethics Committee. Unfortunately, it is not possible to ascertain 

how many respondents came from each marketing method.  

 
Before distributing the final survey, it was important to pilot test it. This pilot testing was 

conducted amongst some of those participants who took part in the consumer interview 

process. The pilot testing was conducted with six individuals who were asked to answer the 

survey questions and provide their feedback about the questions. The main reason for the pilot 

testing study was to gauge how easily it was for people to understand the contents of the survey 

questions and the flow of the questions. This pilot testing resulted in some alternation to the 

survey in terms of the wording of some of the questions and the order of questions.  

The next step was to analyse and record the data, which is discussed in the section below. 

 

5.3    Analysis of data collected  
 
Content analysis has been defined as a technique for systematically describing the form and 

content of written or spoken materials (Sommer and Sommer, 1991; Tharenou, 2007). Holsti 

(1969, p. 14) described content analysis as: ‘any technique for making inferences by objectively 

and systematically identifying specified characteristics of messages.’ In this thesis content 

analysis is interpretive in nature and deductive, which means that the data is assessed against 

prior theory and formal hypotheses (Tharenou, 2007). The final step in interpreting data from 

interviews and survey questionnaires was to have a set of categories summarising the data at 

hand. These categories were interpreted in order to answer the research questions. This was 

done by relating the categories to each other in a specific way to tell a story in relation to the 

research questions. The interview data was taped and transcribed alongside collected survey 

responses and observation notes.  

 
Reliability of data is an important issue to consider. One way to improve the reliability of data 

is to keep the identities of the respondents anonymous. This can encourage participants to feel 

more comfortable while disclosing sensitive financial data and hopefully provide honest 

information. To assists with reliability, the responded were recorded with the permission of the 

participants.  
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There is the possibility for sampling bias, however, given the large sample number this 

provides some assurance. 

 
The thesis considers the Australian population, thus does not claim to reflect any global 

perspective regarding factors involved in determining insurance decision. As stated above, it 

considers a very small percentage of the Australian population, thus might be of limited 

accuracy considering the entire country. Like with any other interview based qualitative study, 

the accuracy of the proposed study depends substantially on the information provided by the 

respondents, hence chance of biasness, misinformation, and incomplete and asymmetric 

information cannot be ignored.  

 
It needs to be remembered that the data is ‘self-reported’, and people may not accurately report 

how they make decisions.  

 

5.4    Ethical standards when collecting data 
 
Another very important aspect of the research is to conduct it in accordance with ethical 

guidelines. Given this thesis involved human participants it was essential to obtain ethical 

approval. Participation in either the interviews or the survey was completely voluntary, which 

meant that participants freely participated in the research project (Sieber, 1992).  

 
Stage One 
 
The signed consent from respondents was obtained before the commencement of interviews 

with informed participants and consumers, which indicated that they understood the goals, 

methods, any potential negative side effects of the research, and whether the research in which 

they participated would be published or not (Gregory, 2003). The permission to record 

interviews was obtained from the participants before the commencement of interviews. All 

recordings were stored in a secure place until transcription, and after checking they were 

destroyed (Tharenou, 2007).  

   
Stage Two 
  
When obtaining informed consent from the survey respondents it is important to differentiate 

between distributing physical questionnaires and the internet-based survey. On the front page 

of physical copies of the survey questionnaires, which were handed out in person, a statement 

was attached which provided an explanation why the study was conducted. The participants 

needed to sign the front cover page acknowledging that they have read the statement. For 

internet-based surveys, a website was constructed which provided an electronic version of the 
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explanatory statement. Before being able to see the first page of the survey questions, 

participants had to read the statement and by clicking to enter the survey, the participants by 

their actions provided informed consent. Both the paper based, and the online survey allowed 

participants to respond anonymously, without providing their names and any other 

identification details. The data collected from the survey respondents was electronically stored 

on a secure password-protected drive and website.  

 
5.5    Conclusion  
 
This chapter described the process of data collection in order to answer the research questions. 

The information was collected as a two-stage process: the interviews with informed 

participants and consumers; and the survey. The questions for the interviews and the survey 

were based on the information gathered from the theoretical literature on decision-making 

processes and the financial services industry literature. The chapter had also described the 

process of sourcing participants for interviews, including a thorough description of the financial 

advisers and consumers who participated in the interviews; how data was analysed; and any 

ethical issues needed to be considered.  

 
The first research question: what factors and personal characteristics, influence individuals to 

purchase personal insurance products? The second research questions: what factors and 

personal characteristics, deter individuals from purchasing personal insurance products? In 

order to answer these research questions, information was sourced from theoretical and 

industry literature, which in turn was used to develop questions for interviews with informed 

participants and consumers and the survey. In order to answer the research questions in full it 

was important to identify various personal characteristics which can affect personal insurance 

purchase among people.  

 
Other important factors to be explored include whether respondents are overconfident about 

their knowledge of insurance and overconfident about holding adequate personal insurance 

policies; their level of personal insurance literacy; any correlation between increased personal 

insurance literacy and the purchasing behaviour; the extent of respondents’ need for personal 

insurance; and respondents’ level of underinsurance or shortfall with personal insurance 

policies. 

 
The next chapter will present the results from the first stage of data collection: the interviews 

with informed participants and consumers.  
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Chapter 6: Interview Results 
 
6.0    Introduction 
 
In this chapter, the findings from both sets of interviews are presented. The structure of this 

chapter is as follows: firstly, the instrument design will be discussed. Then the major themes 

from the interviews will be analysed, which are: perceptions, motivations, and deterrents in 

purchasing or not purchasing personal insurance products, reasons for cancelling insurance; as 

well as what is considered to be effective/adequate personal insurance from the industry and 

consumer perspective. The chapter will then make conclusions and introduce the next chapter.  

 

6.1    Instrument design  
 
In this section, instrument design will be discussed. This will involve a discussion about 

interview questions and how they were derived and how the interviews occurred.  

 
6.1.1    Interview questions 
 
The interview guide18 was generated from information gathered in the literature review with 

mind to answering the research questions. Interview questions were very similar for both 

groups of respondents, enabling comparison and ability to critically analyse any similarities or 

differences. Differences in the interview questions for the two participant groups were in 

wording related to whether ‘your client’ as opposed to ‘you’ did something in terms of 

insurance.  

 
The first question (What are Australians’ (or your) perceptions about personal insurance?) 

was derived from theoretical and industry literature review, where the perception about 

personal insurance was discussed in detail. It was found in Chapter Four that some people do 

not trust insurance companies, do not see personal insurance as an important part of their 

financial plan, and as something necessary to protect themselves and their family (IFSA, 2005; 

Pulis, 2010). Theoretical literature has also discussed people’s attitudes towards buying 

insurance. Watt, Vazquez, and Moreno (2001), Simon (1955) discussed the concept of bounded 

rationality and the fact that people are not rational and therefore can struggle to make rational 

decisions. This means that people who rationally need to have some form of personal insurance 

may not have it, and their decision to have it, or not to have it, could be based on incorrect 

perceptions.   

 

 
18 See Appendix 1 A for interview questions designed for informed participants and Appendix 1 B for interview questions designed for 
consumers  
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The second question (How would you describe Australians’ (or your) knowledge about 

personal insurance products?) was influenced by the theoretical and industry literature review 

(Chapters Three and Four). This literature demonstrated that it appears that the general public 

has a very poor knowledge about personal insurance products, with people thinking that Life 

insurance is the only product worthy of considering. It was also discussed that only around 11-

18 percent of people have Trauma insurance (Bullen, 2019), with one purported reason being 

a lack of knowledge (IFSA, 2005). Similar to the first question, bounded rationality implies 

that because many people do not feel that personal insurance is important, they may not take 

the time to learn more about it.  

 
The third question (How do Australians (or you) perceive personal insurance products 

compared to general insurance products, such as house and contents insurance?) was 

prompted by theoretical and industry literature where it was demonstrated that many people 

perceive personal insurance as being less important (particularly compared to general 

insurance). Part of the reason given for this was that people may not understand the concept of 

probability and risk (Kahneman and Tversky, 1984). It was suggested that it is not the impact 

of the potential loss that inspires people to purchase insurance, but the frequency with which 

the loss is likely to take place (Kunreuther, 1979). People can be scared of the frequency of an 

event more than of the potential financial and emotional impact of the event (Shanteau, 1992).  

 
The fourth question (What factors encourage your clients (or you) to purchase appropriate 

personal insurance products?) was influenced by academic and industry literature where 

different potential reasons for the purchase of personal insurance were discussed. Academic 

literature mainly talked about decision-making generally, however, some publications did 

examine decision-making processes in relation to insurance purchase. However, insurance 

purchase was in relation to general insurance and Life insurance, not in relation to TPD, IP and 

Trauma insurance. Consequently, question four is designed to broaden the understanding of 

the reasons which drive consumers’ demand particularly for personal insurance products such 

as Life insurance, TPD insurance, IP insurance and Trauma insurance.    

 
The fifth question (What factors lead to a person (or you) being self-driven to purchase 

personal insurance products?) was prompted by theoretical and industry literature, where some 

of the potential factors which lead people to be self-driven to purchase personal insurance 

products were discussed. In particular, it was important to expand on the factors which were 

identified in the literature review with a practical focus on Life insurance, TPD insurance, IP 

insurance and Trauma insurance.   
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The sixth question (What factors lead to a person (or you) cancelling their existing personal 

insurance products?) was not directly influenced by current theoretical and industry literature 

however, it was believed to be important to probe the reasons behind cancelling personal 

insurance, as it can lead to the circumstance of the person not having coverage. ASIC (2014) 

conducted a study in which, among other factors, attention was given to some of the possible 

explanations why people cancel existing personal insurance policies. Although the discussion 

was mainly related to the quality of advice and commissions paid to advisers, the report also 

concluded that the main reason for increasing rates of personal insurance cancellations was due 

to the following factors: product innovation and product pricing and repricing for stepped 

premium policies; age-based premium increases affecting affordability; and incentives for 

advisers to write new business or rewrite existing business to increase commission income 

(Australian Securities and Investments Commission, 2014). 

    
The seventh question (What deters people (or you) from purchasing personal insurance 

products?) was derived from theoretical and industry literature, where the main reasons for not 

purchasing personal insurance products were identified. Some of the reasons for non-purchase 

included bounded rationality (Simon, 1955; Liebman and Zeckhauser, 2008; Kahneman, 2003; 

Watt, Vazquez and Moreno, 2001; Laury and McInnes, 2003; Lindley, 1985), probability of 

losses (Shanteau, 1992; Kahneman and Tversky, 1984; Kunreuther, 1979; Mitchel and 

Holzworth, 2005; Kunreuther and Pauly, 2004; Laury, McInnes and Swarthout, 2009; Hsee 

and Kunreuther, 2000; Tversky and Kahneman, 1981; Shopher and Narramore, 2000; 

Schoemaker and Kunreuther, 1974), emotions in the decision-making process and personal 

attitudes towards insurance and risk (Belsky and Gilovich, 1999; Hsee and Kunreuther, 2000; 

Trevelyan, 2008; Smith and Kosslyn, 2007; Hsee and Hastie, 2006; Hoch, Kunreuther and 

Gunther, 2001; Payne, Bettman and Johnson, 1993; Payne, Bettman and Luce, 1996; Bettman, 

Luce and Payne, 1998; Luce, Payne and Bettman, 2001; Frisch and Clemen, 1994; Shepard, 

1964; Lazarus, 1999; Winnett and Lewis, 1995; Wang and Matthews, 2011; Ennew, Watkins 

and Wright, 1995; Burnett & Palmer, 1984), and mental accounts (Mitchel and Holzworth, 

2005; Tversky and Kahneman, 1981; Kahneman and Tversky, 1984; Savage, 1954; Thaler, 

1980).  

 
The eighth question (What do you think is ‘adequate personal insurance coverage’ for a client 

(or you)?) was influenced by theoretical and industry literature, where sufficient levels of 

personal insurance were discussed. It was stated in the literature that many people have poor 

knowledge when it comes to personal insurance and do not know how much cover they actually 



 
148 

need to be adequately insured. Therefore, it is important to explore what the notion of 

‘adequate’ personal insurance coverage means to individuals and their advisers.   

Lastly, an open-ended question allowing informed participants and consumers to provide 

further comments about personal insurance was included. 

 

6.1.2    Statement presented to respondents before the interview 
 
Informed participants and consumers 
 
Research Ethics approval was obtained prior to conducting the interviews. To ensure the 

integrity of the research and the interview process, the respondents were provided with a 

statement which explained the purpose and objectives of the research. At the start all interview 

participants were advised why the interview was conducted and what potential benefits may 

flow from the findings. The participants were also advised that the interviews had the approval 

of the university, and that the research ethics clearance had been obtained. The participants 

were advised that they would not directly benefit from the interview or the findings and that 

there would be no financial gain generated from the interview. Each participant was advised 

that if he or she wished, the results could be sent to them upon the completion of the thesis. 

The participants were also informed that their participation was completely voluntary, that they 

could stop at any time and that their responses would remain completely anonymous. 

 
Consumers were provided with the statement similar to that provided to the informed 

participants. However, a major difference was that more information had to be provided in 

relation to what insurance types would be discussed in the interview. The main reason was 

because consumers did not always understand the difference between general and personal 

insurance types and what cover falls under each category. As a result, the explanation was 

provided with the description of each personal insurance type examined in this research. 

Indeed, this lack of knowledge about personal insurance is discussed in detail later in this 

chapter. Respondents were encouraged to ask for clarifications if there was something they did 

not understand during the interview.     

 
In the next five sections, the findings from the interviews will be presented using thematic 

analysis from interviews with both groups of participants. The different themes to emerge 

include perceptions (6.2), knowledge/insurance literacy (6.3), motivations and deterrents (6.4), 

factors to cancel existing personal insurance (6.5) and adequate personal insurance coverage 

(6.6). In addition to these themes, other psychological attributes identified in the literature 

review such as loss aversion, bounded rationality, procrastination, low probability losses and 
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high probability losses, emotions involved in the decision-making process and personal 

attitudes to insurance will be briefly addressed. It is interesting to note that although all 

interviews were conducted with one informed participant at a time, their overall responses were 

very similar. The answers will be linked back to the current literature reviewed in Chapters 

Three and Four.   

 

6.2    Findings - Perceptions 
 
The first question was designed to gauge Australians’ perceptions about personal insurance 

products from both the financial advisers’ perspective and consumers’ perspective. Key themes 

that emerged were: lack of trust displayed by the general public, and their inability to identify 

the value of personal insurance. Each point will be discussed in the subsequent subsections, 

with both customers’ and informed participants’ views analysed and supported by quotes.    

 
It is also of note that the worthiness of this thesis was highlighted by the feedback received 

from the informed participants who unanimously concluded that it is a very important topic to 

research, and that there should be more information about personal insurance products, in 

particular about the underinsurance problem. They considered that academic research could 

give more credibility to the issue of underinsurance. While this was appreciated, it highlighted 

the importance of undertaking this research as thoroughly and objectively as possible.  

 

6.2.1    Lack of trust   
 
All informed participants commented that Australians generally have a negative perception and 

mistrust towards insurance companies and financial advisers. This appears to be attributed to 

too many negative stories presented by the media, especially due to insurance companies 

denying claims:  

 
“I think really that insurance as a whole has a bad reputation in my opinion. People often think 

that Life insurance will never pay out, they take your money for a long period of time and you 

get nothing back” (Informed participant 8, male).  

 
“I think that once people increase their trust level towards insurance companies, we will see a 

much better attitude towards personal insurance products and financial planners” (Informed 

participant 27, male).   

Lack of trust was also identified as one of the main reasons why consumers had a negative 

perception towards personal insurance. The main reason for a lack of trust was the 

preconception that insurance companies would always try to avoid paying a claim:  
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“I think insurance companies will try to deny the claim, because they don’t want to waste their 

money, so I don’t really trust them” (Consumer 22, male).  

 
“I think insurance companies are not honest in general and when it comes to personal insurance 

it becomes easier for them to deny claims” (Consumer 25, male).  

 

Compared to general insurance, there is a perception that personal insurance is more vague, 

allowing the possibility of denial of claim.  

 

Some consumers noted that insurance companies can be ‘exploiting’:   

 
“Some companies I think try to be a bit genuine, but once you get into bigger companies, they 

tend to be exploiting” (Consumer 5, female).    

 
It needs to be noted that the concept of trust also relates to how insurance companies do or do 

not trust claimants, especially in relation to personal insurances. This mistrust shown by 

insurance companies can be negative. In particular, Consumer 9 stated that when her husband 

was diagnosed with benign cancer; they contacted their insurance company to make a claim 

and were sent out a 30-page claim form. She complained that from the moment they contacted 

their insurance company, they were treated by insurance officers like fraudulent claimants. 

They were asked numerous questions and their answers were treated with suspicion. She 

further said that at the end of filling out 30 pages of the claim form, they were told that her 

husband’s condition was not covered by the policy. They were very disappointed, because due 

to this condition he was left deaf in one ear. She stated that at first, they wanted to cancel their 

cover, but decided to keep it because of a potential inability to obtain another personal 

insurance cover due to her husband’s medical condition: 

 
“I understand that they have people making dodgy claims, but I think that would be a deterrent, 

because when you actually read it, you are covered for everything, but you are not really…… It 

was the whole thing; I could just feel like I was under suspicion of making a dodgy claim” 

(Consumer 9, female).   

        
It should be recalled that insurance contracts involved fiduciary duties for both parties (the 

insurer and the insured) and it appears that the notion of ‘trust’ is important to this relationship. 

The point discussed above raises an issue about what is the role of the insurance companies in 

relation to trust, and the way insurance companies conduct themselves can influence the way 

consumers perceive them.  
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Financial advisers appeared to take the opinion that when insurance companies deny a claim it 

is the insured individuals who are at fault. They explained that when people apply for personal 

insurance products and they fill out their medical history, they may sometimes fail to disclose 

accurately their previous medical conditions. This has the consequence that when they come 

to make a claim, the insurance company would find out about their pre-existing medical 

conditions and refuse to pay out the claim. In response to this opinion, it was explored to what 

extent are financial advisers responsible in making sure that all questions on the application 

form are answered honestly and accurately by their clients. This is especially the case given 

that financial advisers may have a financial incentive to sign-up customers to insurance 

products and may not have to deal directly with the negative consequences years later when 

the policy is not honoured. All financial advisers confirmed that they must advise their clients 

that if they provide inaccurate or misleading information on the application form, the insurance 

company reserves the right not to pay out the claim. However, informed participants noted that 

it is up to the clients to fill out the application form and mistakes could arise. It is not clear to 

what extent this advice is to assist the client or protect the financial adviser from future legal 

proceedings. The application form is then signed by the client and the copy of it is kept in the 

client’s file. However, informed participants did reinforce the fact that they have taken on more 

responsibility of ensuring clients fully appreciate the requirement for full and true disclosure:  

 
“The most important thing for us as professionals is to educate our clients about the importance 

of disclosing all their medical history, otherwise if they were to make a claim in the future, it will 

be rejected by their insurance company” (Informed participant 1, male).   

 
“Telling them about non-payment of claims must be of absolute importance to us. As financial 

planners we have to let them know about consequences of non-disclosure” (Informed participant 

20, female).  

 
It was noted that certain companies which offer cheap products appear more likely to deny 

claims:  

“The major thing is that there are a lot of cheap insurances where they don’t ask many questions 

and then try to deny the claim, not paying out is not helping, because people just don’t trust the 

actual insurance itself and feel they are paying money for nothing” (Informed participant 8, male).   

 
This then was also noted by informed participants how trust related to themselves as advisers 

and not just insurance companies:     

 
“Without a doubt, they trust their accountants more than us” (Informed participant 12, male).  
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“For financial planners it takes time to build trust with clients. But at the same time, they seem 

to trust their accountants completely from day one” (Informed participant 25, female).   

 
When asked what can be done to change the public’s perception, informed participants stated 

that it would be beneficial for more positive stories to get media coverage when claims were 

paid out to insured individuals. Of course, this could be difficult due to privacy issues. They 

said that because the general public only hears negative stories about insurance companies and 

few positive ones, that perception could be distorted.  

 
It can be concluded that both groups of participants thought that ‘trust’ was a key concept with 

the decision to purchase insurance. This leads to the next section which discusses the 

importance and value of personal insurance and how individuals perceive this.            

 

6.2.2    Lack of value with personal insurance 
    
All informed participants stated that in their opinion many Australians do not perceive ‘value’ 

in personal insurance products, and as a result choose not to purchase such policies. Informed 

participants saw the ‘value’ of personal insurance as something important that deserves greater 

attention and purchasing appropriate policies should be seen by consumers as money well 

spent. Informed participants thought that once consumers understand the importance of 

personal insurance, they would see the ‘value’ in it and purchase appropriate policies. Informed 

participants attempt to illustrate the ‘value’ concept to their clients by explaining the 

importance of personal insurance, and what consequences they could face if something 

unfortunate would take place and they did not have appropriate cover. For example:  

  
“I think the perception of a lot of people is that insurance is just another thing to pay for and they 

don’t see the value in having the insurance unless they have had a personal experience with a 

family member or even themselves where they had a serious illness, and they can’t get insurance 

and they wanted it. And unless they had decent fright, they don’t see value in having insurance” 

(Informed participant 7, female).  

 
“I see people who take more persuasion; or they need to be disturbed a little bit more to see to 

realise the value…… People don’t see the value, maybe they are not disturbed enough” (Informed 

participant 10, female). 

 
“People need to be disturbed enough for them to see the value in personal insurance, otherwise 

they don’t realise how important it is” (Informed participant 21, male).   

 
It can be seen from the above quotes that informed participants feel they need to persuade their 

clients and ‘disturb them’ by telling them about previous claims made by other clients.  It may 
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be questionable whether this tactic is an appropriate way to influence people’s decisions about 

important matters. The important aspect here which needs to be addressed is the concept of 

strategic advice rather than simply selling insurance products. The quality of advice is a focus 

of the regulatory body, ASIC. In their report, ASIC stated that advisers consistently failed to 

provide strategic risk advice to their clients. The report further stated that strategic Life 

insurance advice includes advice on the type, level, structure, and affordability of Life 

insurance cover based on the client’s cash flow position and, which prioritises their insurance 

needs (Australian Securities and Investments Commission, 2014). By considering all clients’ 

needs and keeping client’s best interest paramount, this would assist in improving the quality 

of advice instead of simply be seen as selling insurance products.     

 
Customers were generally also of the opinion that personal insurance was not very important, 

and as a result they did not see the ‘value’ in it: 

 
“I don’t see much value in personal insurance because the chances that I will be sick with cancer 

or heart attack are not that great” (Consumer 21, male).  

 
“Don’t think personal insurance is very important, so yes, I don’t really see value in it” 

(Consumer 30, female).  

 
It also appears that part of the ‘value’ proposition is that individuals consider why they should 

pay for something when they could be covered by government benefits. Informed participants 

indicated that when they see their clients for the first time, customers are usually reluctant to 

take out any personal insurance due to heavy reliance on government assistance. However, 

after financial advisers inform them about the amount of money they would be paid in 

Centrelink payments, clients may become more inclined to purchase personal insurance 

products. It appears that people may need to be better informed about the amounts Centrelink 

pays, about the medical costs of major trauma conditions, and the amount of time they would 

likely be out of work due to illness or disability. For example, some informed participants 

stated: 

 
“People also think they will be covered by government” (Informed participant 8, male).   
 
“Many people still have this idea that Centrelink will pay them a sufficient amount of money in 

case they were to get sick or disabled” (Informed participant 22, female).  

 
“Many people still choose to rely on government, because they strongly believe that the 

government will be there to support them through tough times and that it would be sufficient” 

(Informed participant 29, male).    
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Consistent with informed participants one of the reasons why some respondents did not see the 

‘value’ in personal insurance was because they were of the opinion that the government would 

provide for them if they get sick and/or become disabled, as well as relying on their family:  

 
“Centrelink is always there and pays disability pension, which combined with some savings we 

have, should be enough for us to survive on if something bad happened” (Consumer 30, female).  

 
“I have a lot of family members, if something bad happens, they will be able to help out. Also, I 

could claim government benefits, so that would be enough for me if something happened” 

(Consumer 39, female).  

 
It appeared that there was a lack of knowledge of what amount would be available for 

government entitlements, although it was assumed that it would be enough for them to survive 

on and pay medical bills.  

 
Another important aspect is that some people think they will have workers’ compensation and 

sick leave paid to them. However, most accidents that occur outside of the workplace will not 

be covered by workers’ compensation; nor it will pay for medical conditions such as cancer, 

stroke and heart attack. Additionally, sick leave is normally for a finite time until it runs out. 

For example, statistically cancer, stroke and heart attack sufferers would need to take more 

time of work than two weeks.  

       
For many consumers the ‘value’ was also connected with the amount of money they are 

prepared to spend for personal insurance premiums. The more value they placed on personal 

insurances, the more likely they appeared to be willing to pay higher premiums to have 

adequate insurance cover:  

 
“With that insurance, even though it is hard to pay for the insurance, it’s better to have it than 

not. I am definitely covered for anything we can now. I believe it’s very important” (Consumer 

7, female). 

 
“We have all types of personal insurances you talked about and I see value in it, in case something 

happens to me, my wife can continue to have the same lifestyle that she has now. The premiums 

are quite high, but it’s ok” (Consumer 12, male). 

 
“We have adequate personal insurance covers pretty much for everything, Trauma, TPD, Income 

Protection, Life, Private health insurance, so our premiums are high, but we believe it is very 

important and valuable for us” (Consumer 32, male).    
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Another point which was raised concerning the ‘value’ proposition was lack of dependents. 

Many stated that because they did not have dependents, they did not think that personal 

insurance was of value for them:   

 
“I am young and healthy, so I don’t think insurance is important for me at this stage, if I had 

children, then I would probably consider getting something” (Consumer 11, female).  

 
“It is just me and my partner, we both work, so we don’t think personal insurance is important 

for us at this stage. If we have children, then I think it would be more valuable” (Consumer 15, 

female).  

 

This idea was also shared by informed participants:  

 
“People do believe that it’s something you take out at certain points like having a child, or taking 

a home loan or something like that, but don’t necessarily believe in taking it out when they are 

single and working and probably just don’t understand the importance of it” (Informed participant 

9, male). 

 

One consumer stated that she did not see the value in personal insurance because of many 

advertisements on television were seen as ‘devaluing’ the notion of insurance: 

 
“When I see a thousand ads a day from all different types of companies, it’s kind of puts me off, 

like you’ve got your health insurance, funeral insurance, you’ve got your income protection 

insurance, and it’s like every insurance company is playing it on the TV and that to me kind of 

devalues it, it really puts me off when they are trying to ram it down your throat” (Consumer 14, 

female).     

  

Another aspect of the ‘value’ proposition was examined when personal insurance was 

considered against general insurance. Most informed participants stated that their clients see 

general and personal insurances as different products, and there is a preference to get general 

insurance products over personal insurance policies if finances do not permit both. When asked 

why this is the case, they explained that general insurance is seen as being more important by 

people, possibly due to being better known to individuals or because of the perceived ability to 

make claims under these policies more often than under personal insurance policies:  

 
“They see personal insurance as an investment, but they would never consider that with their 

general insurance…And they [relate it to] tangible things, I can see my house, I can touch it and 

Life insurance is who cares when I am dead anyway…They actually see their house burning 

down as something that could actually happen, but for example them suffering a mental illness 
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or cancer or something, ‘I will still be able to go to work that’s alright, not a problem’, but their 

house burning down that’s going to be the end of their world” (Informed participant 3, male). 

 
“They very much hold home and contents and car insurance for some reason as more important, 

they feel that it is more necessary than having a lot of other insurances and whether that is just 

because they feel they can claim on home and contents and car insurance more easily. With 

accidental damage or whatever, they can claim, and they see that they’ve got their TV replaced. 

Whereas the personal insurance is a little bit harder to claim” (Informed participant 8, male).  

 
“People would be more inclined to insure a $5,000 car than they would to insure their income 

and that been the case forever…but everyone has their contents and car insured, but very few 

people will have their income or lives insured” (Informed participant 9, male).  

 
“I think they find general insurance more important. I think they are more likely to have their car 

insured than themselves insured, definitely. And I think they think they are more likely to claim 

on it as well” (Informed participant 10, female).  

 
“I think they see general insurance as more important. I think it is because they see their car and 

house as tangible assets and see more value in them, whereas they don’t see the same value in 

themselves” (Informed participant 15, male). 

 

The feedback from informed participants was very similar to what consumers said about their 

perception of personal versus general insurance products. Personal insurance was seen as an 

optional cover by the majority of consumers, with thirty of the forty consumers stating that 

they saw personal insurance products as an ‘optional’ cover, whereas general insurance was 

perceived to be a ‘necessity’. Consumers said that if money was an issue, then it would be more 

important to purchase general insurance. When asked why this was the case, those respondents 

said that they could not imagine not having house and car insurance, because if something 

happened to their house, they would have nowhere to live and if a car accident was to take 

place, they would be left with high repair costs. For some consumers personal insurance was 

seen as a ‘luxury’ cover which is only necessary for people who earn a lot of money. They saw 

personal insurance as an ‘extra’ kind of insurance, after the general insurance policies were 

purchased. Most consumers said that they saw both insurance types as different, but general 

insurance was the priority. Some consumers did not see any difference between personal and 

general insurance types, however still rated general insurance as more important. The reasons 

included their perception that they are more likely to claim on general insurance, and that it is 

important for them to have insurance cover for their tangible assets: 
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“I see them the same, because insurance is insurance, whether you are insuring your car against 

a motor accident, or you are insuring yourself against injury or death” (Consumer 1, male). 

 
“I think they are equally as important, but probably car insurance is a little bit more important” 

(Consumer 3, female).  

 
“I see them as the same thing…I think I would be choosing general insurance first…Personal 

insurance seems like added extras, whereas general seems like I really actually need, whereas 

personal seems to be like ordering fries with your burger, it is just an extra add-on you don’t 

necessary need” (Consumer 11, female).  

 
“I think personal insurance is for people who earn a lot of money…I definitely think that general 

insurance is more important” (Consumer 14, female).   
 
“I see them as different. House and contents and car insurance you absolutely have to 

have…Personal insurance is optional” (Consumer 15, female).  

 

Some respondents held an opinion that both insurance types are very difficult to understand, 

so if both could be bundled up into one policy, or provided by the same insurer, it would be 

much easier. Of course, this could lead to higher premiums and may be a greater confusion, 

given the variety of terms and coverage conditions:  

 
“I kind of wish they lumped it all in one” (Consumer 14, female). 

 
“If all insurances were bundled into one, it would have made things so much easier, for example 

Life, TPD, Income Protection, Trauma, Car, House and Contents insurances all under the same 

policy. It would be good to get a discount as well” (Consumer 39, female).    

 
Informed participants suggested that one of the reasons for not seeing personal insurance as 

important as general insurance, could be the fact that people see house, contents and car as 

tangible assets worth insuring, however they do not perceive themselves as an asset worth 

insuring. Informed participants also mentioned that people are of the opinion that there are 

more chances of something going wrong with their house, contents, and cars, but many believe 

there is little chance of something bad happening to them. Due to this perceived high frequency 

of negative events, and as a result the ability to claim more often on general insurance policies, 

makes this type of cover to be perceived as more valuable. Another possible explanation 

provided by informed participants was the fact that people buy general insurance because that 

was something their parents always did. Consumers held similar views and explained that they 

can see how people can claim on general insurance and how their assets are being replaced, 

and it increases the value of that insurance in their eyes. However, with personal insurance they 
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are not clear as to when they can make a claim and think that there are more chances of 

something going wrong with their house, contents and car as opposed to themselves.  

 
Another reason for having general insurance policy was because it was always purchased by 

their family and friends and it was ‘something people did’. For example, informed participants 

stated: 

   
“Their parents always said, get car, get house and contents insurance, but never said when you 

get a job go and get income protection, which is again part of our culture” (Informed participant 

9, male).  

 
“People see their house, contents, and cars as tangible assets, whereas they see themselves as 

intangible. We sometime use analogy about income protection saying if you had a machine in 

the backyard that spat out money to generate $100,000 a year, would you insure it? Of course, 

you would, because if anything happened to it and it stopped spitting out that money and the 

answer is, of course we would like it, because it’s something we can see” (Informed participant 

10, female).   

 
“People see general insurance as more important because that’s what they always heard from 

their parents: get house and contents insurance and car insurance. I also think it is the perception 

that they can claim on general insurance policies more often compared to personal insurance 

policies, that’s why they are keen to get it” (Informed participant 20, female). 

 

Some examples of what consumers said include:   

    
“There are more chances of something happening to your house or your car like an accident or 

fire or something like that, whereas your personal insurance, I guess there is no real urgency 

about it, it’s more like I get it later, I will think about it when it happens, as opposed to being 

proactive about it as you are with general insurance… And I see it with car and house and contents 

insurances that people tend to use it more, they claim on it more” (Consumer 15, female).      

 
“I purchase general insurance because that’s what my parents always did. I also think it is more 

likely that I will need to replace my TV than if something will happen to me, so I can claim and 

get something back from my insurance, so it does not feel like I am paying money for nothing” 

(Consumer 34, male).   

Another factor which could contribute to the public perception of personal versus general 

insurance is that in 1960s, 1970s and 1980s the main income generation came from 

manufacturing and selling goods, whereas in the 21st century the main income generation 

comes from selling services (Connolly and Lewis, 2010). It could be suggested that one of the 

reasons why previously people placed significant importance on insuring tangible assets was 
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because assets were the manifestation of wealth. As services are considered intangible goods, 

it could be suggested that now the manifestation of wealth is the ability to sell services, and as 

a result this ability has to be protected. This means that personal insurance should become more 

important for people, as it provides the cover for protecting human capital, as opposed to 

protecting tangible goods. With this in mind, it should be remembered that the influence of 

parents on their children while they are growing up can be very significant.  However, even 

with those children growing up in a world where production and sale of goods is no longer the 

most contributing factor towards Gross Domestic Product (GDP), they may still follow the 

example of their parents and insure tangible assets instead of insuring themselves. For this 

general attitude to change, people may need to learn to value and purchase personal insurance 

and teach their children about the importance of protecting human capital.                     

 
From the interviews the main attitudes towards personal insurance could be summarised in the 

following way: if people had personal insurance products, most of the time they saw value in 

it, but if people did not see the value in personal insurance, they did not want to spend money 

on purchasing these products. Consequently, it appears that perception of ‘value’ is a critical 

factor in people taking up this type of insurance. 

 

6.3    Findings - Knowledge/insurance literacy  
 
All informed participants said that most individuals have very poor knowledge about personal 

insurance products. It was indicated by informed participants that most people who see 

financial advisers do not know much (or have never heard) about Trauma insurance. If people 

have heard of this insurance type, they mostly think that it is part of Life insurance. It was 

indicated that most people have heard of IP insurance and have some knowledge about this 

product. However, according to the informed participants, the knowledge is somewhat 

incorrect, because many people think that IP insurance will cover them in case they lose their 

job for reasons other than injury, disability, and sickness. When it comes to TPD insurance, 

many people have this cover within their superannuation funds, however they may not have a 

good understanding about it. For example, some participants stated:  

 
“I think most people don’t have a good understanding of insurance” (Informed participant 7, 

female). 

 
“I think a lot of people know about Life insurance…it’s fairly easy to understand, you are either 

dead or alive. Income Protection … some people will have a bit of an idea about it, but it’s more 

around when they can claim that I find they don’t have any idea about it. A lot of people seem to 

think that Income Protection will just pay out if they lose their job, but it is not there for that….I 
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think they have some idea about TPD, with Trauma it is very rare for people to know it actually 

existed” (Informed participant 8, male).        

    
“I see many clients and have to admit that when they first come to me, they have very limited 

knowledge about personal insurance and don’t know what covers are available” (Informed 

participant 29, male).  

 

Below are the examples of what consumers said:  

 
“I generally know what they are about, but not completely informed….Life insurance is in case 

of death…until today I was not familiar about TPD…..I know about Income Protection, it’s a 

cover just in case a person would lose work due to sickness or injury, but don’t know more 

details…. I have never heard of Trauma cover” (Consumer 1, male).  

 
“I have very limited knowledge about personal insurance, to be completely honest, I have not 

heard of Trauma and TPD before” (Consumer 2, female).  

 
“My knowledge about personal insurance is limited, I only know about Life insurance, because 

we have it” (Consumer 3, female).  

 

When asked how knowledge could be improved, many informed participants said that while 

advertisements on television could increase the ‘awareness’, it is not clear to what extent this 

would increase understanding. When asked if they think that materials published by 

universities or other institutions (such as Technical and Further Education (TAFE), schools, 

other private education providers) would be perceived by the general public as being 

independent and helpful, most respondents stated that this would be a great idea. This raises a 

slightly different issue, which is about credibility of information. When asked if they are 

prepared to participate in increasing the knowledge of the general public, all informed 

participants said ‘yes’, although failed to identify how exactly they would do it apart from 

expressing the need to educate their clients. All financial advisers stated that they educate their 

clients about the importance of personal insurance. However, when asked further about how 

members of the general public who do not go to financial advisers (and as a result may not 

obtain necessary knowledge about personal insurance products) could be educated, informed 

participants generally considered advertisements on television. For example, some participants 

stated:  

 
“I see my role as an educator, more than a salesperson, and I try to work from that perspective 

with the people I see… There is a lot more information in newspapers, there is a lot of information 

on television… I think that some of the advertising they do is good the way they handle it” 

(Informed participant 7, female).  
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“I think the ads on TV help our industry… Going back to senior years in high school I think those 

sorts of life skills to teach them even at that stage about things they need to be aware of…I think 

that TV advertisement increases awareness big time actually” (Informed participant 10, female).  

 
“I think TV advertisements are very good in terms of creating awareness. We can talk to those 

clients later when they come into the branch and educate them further about the importance of 

personal insurance…Well for those people, who don’t see financial planners, well I am not sure 

how their knowledge could be increased, yeah, but I think advertisements on TV are good at 

creating the awareness” (Informed participant 15, male). 

  
“I think TV ads are good, they really create awareness. I always educate my clients about different 

personal insurance products available and what they do etc. Information provided by independent 

bodies, like university etc. would be perceived better by people I think, because they see them as 

independent” (Informed participant 28, male).        

 

The above quotes illustrate that there is a difference between ‘awareness’ of and actual 

‘understanding’ about the different types of insurance. Television advertisements are more 

about awareness rather than education.  It appears that actual understanding may not occur until 

seeing a financial adviser or a claim is made and by that time it could be too late. The real 

problem is that television advertisements may increase the ‘awareness’; however, they may not 

improve real knowledge, because currently most of the advertisements are designed to sell the 

product, instead of actually educating people. Consequently, education could require other 

strategies.    

 
However, when consumers were asked the same question, the answers differed from the ones 

provided by the informed participants. Most consumers stated that their knowledge could be 

improved with ‘educational’ advertisements on television or radio. They highlighted that 

currently there are many insurance advertisements on television, but these are only directed at 

selling insurance products, with any educational aspect being non-existent. They also added 

that it would be beneficial if independent bodies, such as universities, got involved in 

publishing educational materials which could be distributed to the public through the internet 

and the public media. Consumers explained further that they would perceive advertisements 

by the insurance industry as being ‘sold’ a product, whereas any educational information 

provided by an independent party would be highly regarded. It can be seen that ‘independence’ 

appears to be a big issue in terms of education; this could be inter-related to trust.  

 
Another way to increase the knowledge of the general public, as suggested by informed 

participants and consumers, was to introduce some courses at school level in either year 10, 11 
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or 12, which would introduce students to basics of risk management and discuss different types 

of insurances. They also suggested that it would be useful to provide free seminars in 

workplaces to increase people’s awareness in relation to personal insurance.  
 
 
It was interesting to note that no consumers mentioned seeing a financial adviser to increase 

their knowledge about personal insurance products. This raises a question as to why people do 

not see financial advisers as a helpful and reliable source to obtain information about personal 

insurance. Is it that consumers are not aware that financial advisers are considered to be the 

most appropriate professionals to approach in relation to personal insurance? Or maybe the real 

problem is that financial advisers are not perceived to be independent providers of advice by 

the general public, because financial planning could be seen as a ‘sales job’ rather than 

professional advice and education.   

 
However, before moving to the discussion about why people purchase and do not purchase 

personal insurance, below is the detailed summary of people’s knowledge in relation to 

different personal insurance types. It highlights the insurance types which are less known to 

the general population and may indicate in which areas further education is necessary.  

 

6.3.1    Life insurance   
 
All consumers stated that they have ‘heard of’ Life insurance and knew that it pays a certain 

amount of money upon the insured’s death. However, for most consumers their knowledge of 

Life insurance was limited, and they could not provide any further details about this cover when 

asked more questions. Some statements include:  

 
“Well, it is in case of death” (Consumer 1, male).  

 
“I have heard of Life insurance…It pays in case of insured’s death…I don’t know any further 

details about this cover” (Consumer 26, female). 

 
“I’ve heard of Life insurance, the cover will pay when person dies…No, I don’t know any further 

details” (Consumer 36, male). 

 

Even though most consumers have ‘heard of’ Life insurance, not all of them actually had this 

cover. For those respondents with stable employment, most had some amount of Life insurance 

within their superannuation funds, but it did not mean that they had a thorough knowledge of 

it. Consumers, who changed jobs frequently, ran a risk of not having adequate Life insurance 

cover within their superannuation funds. This is because most superannuation funds offer some 

Life insurance cover, however premiums are deducted from the money available in the account 
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and as a result deplete the balance. When balances in those superannuation funds are less than 

$200, the money can either be distributed to the account holder as a cash payment or transferred 

to Eligible Rollover Fund (ERF). Either way the insurance component will be lost (Industry 

fund services, 2018). Even though some of the above-mentioned respondents understood the 

importance of Life insurance policies, they still chose not to obtain this cover outside of their 

superannuation fund.   

 

6.3.2    Total and Permanent Disability (TPD) 
 
Those 25 consumers who have not heard of Trauma insurance were also very confused about 

TPD insurance and what conditions it covers. In particular, 16 consumers thought that TPD 

insurance was an addition to Life insurance:  

 
“I am not very familiar with this cover, well actually I have never heard about it until today” 

(Consumer 1, male).  

 
“I am not sure about this cover; I think it is an addition to Life insurance, not sure” (Consumer 

26, female). 

 
“I think it is part of Life insurance, not quite sure what it covers and what it does” (Consumer 36, 

male).  

 
Consumers who had TPD insurance stated that they did not have a deep knowledge about this 

type of insurance but had it mainly because it was provided within their superannuation fund 

and premiums were paid by funds in their superannuation accounts, and as a result did not 

negatively affect their immediate cash flow. The limited knowledge about TPD insurance was 

also apparent when consumers admitted that they were not aware of the fact that their Life 

insurance payout will be decreased if they have made a claim on their TPD insurance policy. 

This is because TPD insurance is generally not a stand-alone policy within a superannuation 

fund.      

 

6.3.3    Trauma insurance   
 
Twenty five out of forty consumers stated that they have ‘never heard’ of Trauma insurance 

and that they thought this kind of insurance could not possibly exist: 

 
“I’ve never heard of that one….never thought this cover could exist” (Consumer 1, male). 

 
“I’ve never heard of Trauma cover” (Consumer 20, female). 

 
“Never heard of this cover….did not know it existed” (Consumer 27, male).  

 
“To be honest, I’ve never heard of this kind of cover…” (Consumer 30, female).   
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Some consumers were confused between Trauma insurance and Private Health insurance and 

thought they were very similar, if not the same. In particular, respondent 11, when asked what 

insurance she would choose if she could afford it, said that she would definitely include dental 

cover in her Trauma insurance. This indicates that potentially there could be many people who 

are unaware and/or very misinformed about what Trauma insurance is and how it differs from 

Private Health insurance.  

 
However, having knowledge did not necessarily lead to someone having Trauma insurance, in 

particular, respondent 13 had a thorough understanding about Trauma insurance, but chose not 

to have it, although admitted that he should get it in the near future: 

 
“I know what Trauma cover is and what it is used for, but I chose not to have it simply because 

I did not have enough time to get around to it, but I know that I need to get it in the near future, 

it’s definitely on my list of things I need to do” (Consumer 13, male).    

 

It is worthy to note that only six out of 40 interviewed individuals reported having Trauma 

insurance.  

 

6.3.4    Income Protection (IP) insurance  
 
When it came to IP insurance, most consumers have heard of this cover, however only 14 of 

them had it. The knowledge about this type of insurance was generally very limited with 

respondents being able to identify that some amount of money would be paid to them in case 

they are unable to work. However, the main misconception that respondents had was the fact 

that they thought that IP insurance would pay when they are unable to work due to any reason. 

The fact is that this particular cover generally only pays when a person is not able to work due 

to injury or disability, not because he or she was dismissed, was made redundant or lost their 

job for any other reason. As stated above, only 14 consumers out of 40 had IP insurance, but 

even those consumers who had it were not able to clearly explain what their waiting and benefit 

periods were, or the circumstances under which they would be paid funds if they made a claim. 

Out of people who had IP insurance only 50 percent (7 out of 14) consumers had a thorough 

knowledge about it. This means that most (26 out of 40) consumers did not have IP insurance 

either within superannuation or as a separate policy outside of their superannuation fund. 

Respondents 13 and 16 were the exceptions, as they had a thorough knowledge about IP 

insurance, but voluntarily chose not to have it:  

 
“I know all about Income Protection, but don’t have it. Again, same as Trauma, it is definitely 

on my list of things I need to do” (Consumer 13, male). 
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“I have a thorough knowledge about Income Protection and think it is important, but I don’t have 

it simply because I don’t work now, but once I am back to work and can afford it, I will definitely 

have it again” (Consumer 16, female).  

 

The fact that only nine (including Consumers 13 and 16) out of 40 respondents had a thorough 

knowledge about the intricacies of the IP insurance potentially indicates that more work needs 

to be carried out in relation to education. It is interesting to note that five out of seven of those 

consumers who had IP insurance outside of a superannuation fund, had it organised through a 

financial adviser. However, the majority of consumers who had this cover within their 

superannuation fund appeared to not have adequate knowledge about it. This could suggest that 

some superannuation funds fail to provide a thorough explanation and education to their clients. 

However, seven other respondents who had IP insurance and had a thorough knowledge about 

this policy were obviously well informed by their financial adviser and/or insurance companies. 

It needs to be kept in mind that when an individual is employed by an organisation, very often 

his or her personal insurances are automatically organised by their superannuation fund. The 

important question is who has the responsibility to provide information and education about 

the insurance policies to the insured individual and more importantly to ensure its full 

understanding. Is it the responsibility of the superannuation fund, or the insurance company 

that it uses for the provision of insurance policies for their employees? This goes back to the 

notion of fiduciary responsibility of the insurance companies in terms of education of people. 

It could therefore be suggested that the knowledge of personal insurance products could depend 

heavily on the expertise of financial advisers, superannuation funds and insurance companies 

to educate their clients.     

 
It can be concluded that people generally have a very limited knowledge about personal 

insurance products, particularly about Trauma insurance, IP insurance and TPD insurance. 

Most consumers thought that premiums for personal insurance were expensive, but those who 

had a thorough understanding of these covers did not mind paying premiums for the covers, as 

they saw the importance and ‘value’ of personal insurance. The lack of knowledge about 

personal insurance and as a result decreased perception of its value or importance appears to 

have some relationship with the uptake of these covers. This indicates that there could be a 

relationship between knowledge, appreciation, and importance – which then leads to 

discussions about purchasing behaviour. Consequently, it is suggested that methods to improve 

knowledge need to be further explored.   
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6.4    Findings - Motivations and deterrents  
 
This subsection will analyse the main factors which appear to encourage or discourage 

consumers from purchasing personal insurance products. Most participants, both informed 

participants and consumers, stated that factors which would encourage their clients (or them) 

to get personal insurance products would include the purchase of a house, getting married 

and/or having children. Also, other inducing factors included aspects which increase liabilities, 

the purchase of business, witnessing someone close to them either dying or suffering a serious 

medical condition.  

 
All informed participants unanimously agreed that Australians are underinsured, and that the 

problem of underinsurance is a significant one. The main reasons identified were the cost of 

premiums, perceived complexity, lack of dependents, lack of knowledge, not seeing the value, 

not feeling it is necessary for them, perception of frequency of events, being ‘bullet-proof’, 

having the attitude that ‘it won’t happen to me’ and not wanting to discuss unpleasant issues 

such as death and serious medical illnesses.  

 
It is interesting to note that the same factors which acted as encouragements to purchase 

personal insurance could also be factors which were deterrents from purchasing this same 

insurance. 

 

6.4.1    Life events as a motivation and a deterrent  
 
Under this subsection the major life events which will be discussed include: having family, 

children, personal liability, and personal experiences. First these factors will be examined as 

motivations to purchase personal insurance and then the same factors will be analysed as 

deterrents from purchasing.     

 
Most (29) informed participants stated that in their opinion people are more likely to purchase 

personal insurance when they get married and especially when they have children. Only one 

informed participant did not think that having children was likely to influence people to 

purchase insurance. She explained that for the type of clientele she deals with having children 

does not increase the likelihood of them purchasing personal insurance products, as they are of 

lower socio-economic status, and as a result rely more heavily on government support: 

 
“No, but we try to get our staff to talk to people and motivate them to think about it to be self-

motivated” (Informed participant 7, female). 

 



 
167 

Twenty-nine informed participants explained that having children is an increased responsibility 

and people are more likely to think what would happen to their children if something 

unfortunate happened to them. Some examples of what informed participants stated were:  

 
“Married without kids maybe not so keen to have insurance as opposed to married with kids” 

(Informed participant 3, male). 

 
“A lot of people don’t consider it when they are single, but as soon as they have children or family 

or get married, that’s when they start taking on this type of scenario” (Informed participant 9, 

male). 

 
“I think the main driver for people to get personal insurance is when they start a family, like 

having children or just got married” (Informed participant 20, female).   

 

Similar answers were obtained from consumers:  

 
“I have Life insurance because of my daughter; I want to make sure if I died, she would have 

some money. If it was not for her, I would not have Life insurance” (Consumer 4, male).  

 
“If we had children, then I would definitely look at having Income Protection and Life insurance” 

(Consumer 6, male). 

 
“I think having family and more specifically children would encourage me to get personal 

insurance” (Consumer 17, male).  

 

Another aspect which was seen as an incentive to purchase personal insurance was buying a 

house and as a result increasing their liability due to their home loan. Responses were similar 

from informed participants and consumers, with the majority of participants from both groups 

explaining that once liability increases, the need to protect what one has also increases, and 

personal insurance appears to become a more important part of a personal financial plan. Some 

examples of what informed participants stated are:    

 
“From my experience an incentive to purchase personal insurance comes with the increased 

liability, like mortgage, personal loan or car loan, especially mortgage I would say” (Informed 

participant 2, male).    

 
“Mainly it is their life events that trigger a thought to look at that…As soon as they get a home 

loan…., that’s when they start taking on this type of scenario” (Informed participant 9, male). 

 
“Main incentive to get personal insurance would be when they buy a house” (Informed participant 

20, female).  
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Indicative examples from consumers are:  

“If I had mortgage, I would buy some personal insurance” (Consumer 2, female). 

 
“We have all types of personal insurance to protect ourselves, especially now that we have bought 

this property” (Consumer 7, female).  

 
“We have personal insurance because I want to make sure that if something happens to me my 

wife will be able to pay off the house and does not need to move out” (Consumer 12, male).   

 

A mortgage liability was, however, not an incentive to purchase personal insurance for all 

consumers. For example, consumer 14 (female) had three mortgages and still did not think that 

personal insurance was important for them. Also, consumer 15 (female) who had just purchased 

a house did not think that she had an urgency to purchase personal insurance now, but said that 

she had definitely already purchased general insurance for her house and contents: 

 
“The reason why we saw a financial planner one year ago on the first place was because we’ve 

got three mortgages and I just wanted him to make sure that we are on the right track and if he 

could see ways to help us get ahead…With insurances he said that we should get it, but we have 

not done anything about it yet” (Consumer 14, female).  

 

When asked why she (consumer 14) had not done anything about personal insurances, 

especially after seeing a financial adviser, she responded that they will be going on holidays 

and did not have excess money to pay premiums for a personal insurance policy. It appears that 

the real reason for such order of priority is not seeing the value in personal insurance, as 

discussed above:   

 
“Well, we are going travelling shortly, so when we travel, we’ve got travel insurance and it is 

something on the radar when we return. Because at the moment every cent goes towards our trip 

and I just feel that I don’t want to spend the money” (Consumer 14, female). 

 

Informed participants indicated that unfortunate life-changing personal experiences could be 

an important factor when considering personal insurance purchase, especially when those 

events have a significant negative effect on their lives. All informed participants indicated that 

based on their experience, people become self-driven to purchase personal insurance when 

something unfortunate happens to them, which (to an extent) can be too late:  

 
“My experience shows that people will be self-driven to purchase insurance when something 

happens to them, like an illness or another negative event” (Informed participant 25, female).  

 
“People are willing to purchase personal insurance once something bad happens to them, such as 

illness or disability or they can’t work anymore. The problem is that they will not be able to get 
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insurance without loadings and exclusions with pre-existing medical conditions” (Informed 

participant 28, male).  

 

On the other hand, the majority of informed participants stated that people who do not have 

families, children, high liability levels, have not experienced any illnesses or tragic life-

changing events are unlikely to purchase personal insurance policies. Informed participants 

stated that many people are of the opinion that they will get personal insurance policies later in 

life, ‘when they need it’:  

   
“If people do not have children, mortgage etc. they are unlikely to purchase personal insurance, 

because I think they don’t feel the urgency, but when they have high liability or kids or both, they 

feel they are responsible” (Informed participant 11, female).  

 
“I think many people think that ‘it won’t happen to me’ kind of attitude. They think that 

something might happen to them when they get older and that is when, in their opinion, they 

would need to get personal insurance” (Informed participant 18, male).  

 
“When they are young, in good health and don’t have dependents, they are very unlikely to get 

personal insurance, it would definitely be a deterrent for them” (Informed participant 24, male).   

 
Consumers who did not have dependents, children in particular, said that they did not see the 

reason why they would need to have any personal insurance. When asked why they thought 

this way, the replies were very similar, with the idea that if they died, they did not have anyone 

to leave the money to. It appeared consumers have connected having dependents with Life 

insurance and wanting to leave money for them. However, this fails to appreciate that if they 

were diagnosed with a condition which would prevent them from working, they would need 

other forms of personal insurance apart from Life insurance, and that Life insurance can also 

pay out on the diagnosis of terminal illness, not only upon death. If they had dependents, the 

need for other forms of personal insurance would also be increased, however, if they did not 

have dependents, they would still need to pay ongoing expenses and meet other financial 

obligations. Therefore, although Life insurance may be related to dependents, as they are the 

direct beneficiaries of the money or property, other forms of personal insurance can also be 

important regardless of whether the person has dependents or not. It appears that consumers 

think the only personal insurance is Life insurance, where in fact there are other insurances as 

well. This could be, in part, related to the low level of knowledge about other personal 

insurance products (such as TPD, IP and Trauma insurances).    
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All respondents who did not have any personal insurance stated that they did not feel they 

needed any policies at the current stage of their lives. Some respondents explained that they 

are still young, and their health is good and if something was to happen, then they would get 

some personal insurance. What they failed to comprehend was that once something unfortunate 

takes place, it would be too late to apply for the personal insurance, as they would either have 

to pay higher premiums or face exclusions for pre-existing medical conditions. Whereas for 

others (especially those with young families and mortgage debt) their stage of life appeared to 

make personal insurance more important:   

 
“When we had our first child, my husband said that we should get Life insurance, so that’s how 

we have Life insurance; so, it was because we had a child” (Consumer 3, female).  

 
“If we had children, I would get some personal insurance, but at this stage, I don’t think it is 

important for us” (Consumer 6, male).  

 
“We don’t have a home loan yet, no kids, we both work so if something happens to me, my 

husband can survive and if anything happens to him, I will be financially fine” (Consumer 26, 

female).   

 
6.4.2    Culture and personality types/character traits as a motivation and a deterrent 
 
It was suggested by some informed participants that the purchase of personal insurance could 

be influenced by cultural backgrounds. Different cultures identified as more likely purchasers 

of personal insurance products were immigrants from the United Kingdom (‘UK’), the United 

States of America (‘USA’), South Africa and New Zealand. There are a few possible 

explanations for this behaviour. It may be that these individuals perceive personal insurance 

products as an important protection tool, especially when taking out mortgage or other 

liabilities. The other possible explanation could be that people coming from different countries 

are not aware of or not entitled to government benefits, and as a result there is a greater need 

to purchase personal insurance. It may also be that in their home country social security system 

is not as generous as the Australian system and as a result people are more inclined to purchase 

personal insurance policies. In contrast, individuals from Asian countries were generally 

identified as non-believers in TPD insurance, Trauma insurance and IP insurance, although 

they were keen purchasers of Life insurance. Possible reason for this could be that those people 

were brought up in countries where the concept of insurance was not prevalent and insurance 

purchase was not popular among people. However, at the same time people were encouraged 

to look after their families and to be self-reliant because the social security system was non-

existent or not as developed compared to the system in Australia. The fact that they were keen 
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purchasers of Life insurance could be explained that people realised they would not be able to 

look after their families once they pass away and as a result purchased Life insurance, but did 

not purchase other insurance types because believed that while they are alive, they could still 

look after their families financially:  

 
“A lot of clients come from the U.K. or New Zealand, and as soon as they get here, they are 

wanting to see a planner to set up insurance, because it is just a different culture where they come 

from, it is just something natural that you have to have” (Informed participant 8, male).  
 
“You notice the difference from people who migrate from South Africa or the UK. Soon as they 

get here, one of the first things they do is they arrange their personal insurance. It is a cultural 

thing” (Informed participant 9, male).        

    
“People from New Zealand and the UK are keen insurance purchasers… people especially from 

the UK come and say we need this no matter what…I think that Asians are a bit sceptical about 

cover and could be very conservative people as well” (Informed participant 10, female).    

 
“I think people from other countries, especially the UK, New Zealand, and the US purchase 

insurance because that is their culture to do so, their parents always did, their friends do and to 

them it is just natural to have some form of personal insurance” (Informed participant 19, male).    

 

Some informed participants talked about personality types and intellectual traits as a possible 

explanation why some people purchase personal insurance products. Some informed 

participants suggested that people who are ‘intelligent’, ‘conservative’, ‘more responsible’ are 

more likely to purchase personal insurance regardless of their family status, number of 

dependents and the presence of liability. When asked what influences people to purchase 

insurance, informed participant 5 stated:  

 
“More conservative people, intelligent people” (Informed participant 5, male).  

 

Other indicative participant comments include:  

 
“People who need to feel that they have things under control and people who are very responsible 

are the ones who do not need any external factors to purchase personal insurance products. By 

external factors, I mean someone they know suffered some life changing event or a financial 

planner influenced them to purchase it or something like that” (Informed participant 6, male).   

 
“I think it is just personality type…you just have some people who are very responsible and want 

to do that” (Informed participant 9, female).  

 

Broadly, Australians were generally identified by informed participants as being very relaxed, 

with many of them not believing that an unfortunate event could happen to them. This is 
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believed to be a cultural trait and all informed participants indicated that the attitude is slowly 

changing, but a lot more needs to be done to change people’s perception about personal 

insurance products. At this stage, this cultural trait acts as a deterrent for many people to 

purchase personal insurance products:  

 
“It’s just a culture in Australia really… [Australians] are very relaxed and they’ve got this attitude 

that it will not happen to them” (Informed participant 8, male).  

 
“It is not in our culture here to probably take-out personal insurance” (Informed participant 9, 

male).    

 
“I think that it is not in the culture for Australians to purchase personal insurance, because they 

always think that ‘it won’t happen to me’ ” (Informed participant 19, male).    

 

6.4.3    Perception of value and affordability as a motivation and a deterrent 
 
As discussed earlier in this chapter many people do not see value in personal insurance and as 

a result do not feel that it is beneficial for them, especially when premiums are very expensive. 

Informed participants stated that if the cost of premiums was lower, this would lead to more 

people being willing to take out the appropriate personal insurance policies, even if they did 

not necessarily see full value in that cover. This notion is also supported by the fact that more 

people have Life insurance as opposed to having Trauma insurance and/or IP insurance. This 

could be due to Life insurance generally being the cheapest cover when compared to TPD 

insurance, IP insurance and Trauma insurance. Although the fact that more people have Life 

insurance could also be explained by the fact that the majority of people have this cover within 

their superannuation accounts, and as a result the payments of premiums do not affect their 

immediate cash flow, as the cost is captured within the superannuation fund:   

 
“Cost. When I say cost, I don’t mean just paying premiums, but actually cost of getting advice” 

(Informed participant 1, male).   

 
“The main deterrent for people I deal with is the price. And my average premium is less than 

$2000 a year, so you are not talking a big cost, but it would be a deterrent” (Informed participant 

7, female).  

 
“Cost, I think, predominantly and not being convinced of the need or the value” (Informed 

participant 10, female). 

 
“The cost of premiums put a lot of people off and that’s why we see many people have personal 

insurance within their super, because it is cash flow effective, because they don’t see money 
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going out of their bank accounts on regular basis and psychologically the cost does not hurt them 

as much” (Informed participant 18, male).   

 
When informed participants were asked if consumers who saw ‘value’ in personal insurance 

would be more willing to pay personal insurance premiums, the answer was a definite ‘yes’. 

All informed participants stated emphatically that people will be willing to cut other expenses 

in order to pay insurance premiums if only they saw the value in it and understood that they 

needed the cover. They were of the opinion that most people used affordability as an excuse 

for not purchasing personal insurance, whereas the real problem is not being able to see the 

‘value’, which in turn may relate back to the lack of knowledge:  

  
“One – they want to see value… If they understand the importance, then they are a lot happier to 

take the policy out…if they see the value, they will find money to pay for premiums” (Informed 

participant 8, male).  

 
“Absolutely, if consumers saw the value in personal insurance and understood that it is important 

for them, just like their house and contents insurance, they would definitely find money or cut 

other unnecessary expenses to afford premiums” (Informed participant 14, female).     

 
“Without a doubt, I have many clients who come here and only want to spend $50 per month on 

personal insurance, but once they understand what that insurance could mean to them, they are 

happy to spend $200 per month or even more to make sure that they are insured as adequately as 

possible” (Informed participant 20, female). 

 

As far as consumers were concerned, all of them said that they thought personal insurance 

premiums were too expensive. However, as mentioned earlier, those consumers who saw the 

‘value’ in personal insurance thought that the money paid in premiums was wisely spent, 

however those who did not see the importance of insurance, thought it was a waste of money. 

It appears the concepts of ‘value’ and ‘importance’ are heavily related to the need to purchase 

personal insurance. Those respondents who had Life and TPD insurances within their 

superannuation account explained that since this was a very cash flow effective way to pay for 

the premiums, they had appropriate insurance amount to cover all their financial obligations. 

In part this is linked to affordability, as these insurance premiums are deducted from 

superannuation accounts, it does not affect consumers’ immediate cash flow.  

   
Consumers who did not have any personal insurance appeared to belong to two groups. The 

first group stated that they did not ‘believe’ in personal insurance, and regardless of the price 

would not purchase any forms of personal insurance. There were only four consumers out of 

40 who took this position. When asked what made them feel so strongly about this issue, they 
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stated that paying insurance premiums is ‘just a waste of money’ and insurance companies will 

always ‘rip you off’ and ‘money in my pocket is better than in theirs’. For some consumers it 

meant that they deposited money in a separate bank account as a provision for unfortunate 

events (that is ‘self-insured’), however admitted that the amount would not be sufficient if an 

unfortunate event took place. The second group was more open to the idea of personal 

insurance, but had various reasons for non-purchase, such as paying off the mortgage, going 

on holidays and the like. The second group stated that they did not think they needed any 

personal insurance at least at this stage of their lives, but if the price of premiums was cheaper, 

they might get some cover. This group was also open to learning about personal insurance and 

if they saw value and how it could be beneficial for them, they would be open to purchase some 

personal insurance products.  

 
The inability to see the value also increases the chances of procrastination, which was discussed 

in Chapter Three. The real problem is when individuals procrastinate for lengthy periods of 

time on important decisions, it can have a significant effect (Mitchel and Holzworth, 2005).    

 
As the affordability issue was mainly concerned with not seeing value in personal insurance 

and the perception of value comes from acquired knowledge, it is now important to consider 

knowledge, as the deterrent factor in personal insurance purchase decisions.  

 

6.4.4    Lack of knowledge and lack of trust as a deterrent 
 
As discussed earlier in the chapter, most consumers appear to possess very limited knowledge 

when it comes to personal insurance products. It is obvious if people do not understand 

something and do not take steps to learn about it, they could struggle to realise its value. It may 

be possible to explain lack of knowledge from the theoretical point of view and address the 

concept of bounded rationality. Bounded rationality refers to cognitive limitations which 

interfere with decision-making processes. As suggested by Simon (1955), human information-

processing systems develop adaptive strategies that make trade-offs between the cognitive 

effort of searching for and processing information, and the choice of the best alternative. Simon 

(1955) describes such strategy as ‘satisficing’, which is a method that finds not necessarily the 

best of all possibilities, but one that is ‘good enough’ to meet the wants and needs of the 

decision maker. Kahneman (2003) argues that people are not accustomed to thinking hard, and 

do not evaluate all the possibilities and do not incorporate the probabilities, and costs of the 

options. Kahneman went on saying that people often trust their intuition when faced with 

difficult decision-making rather than reason out a complex decision. People often use simple 
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rules of thumb, or heuristics, when solving complicated problems (Laury and McInnes, 2003). 

Lindley (1985) further suggests that humans are not logical and as a result, cannot make logical 

decisions, because in order to make logical decisions they need to think probabilistically, which 

is not natural for a lot of people. Liebman and Zeckhauser (2008) discusses that human beings 

often have difficulties making wise decisions. The main difficulties people have in decision-

making occur in conjunction with decisions made under conditions of uncertainty, because 

these kinds of decisions involve significant elements of time.  

 
Responses provided by individuals and informed participants illustrate points mentioned in the 

above paragraph. When asked how much they know about personal insurance, all respondents 

who did not have any personal insurance products identified their knowledge as poor or 

minimal, with some respondents admitting that they have never heard of TPD and Trauma 

insurances. Some expressed the opinion that possibly as a result of poor knowledge they have 

misunderstood and underestimated their need for personal insurance. Respondents who had 

some form of personal insurance policies had a better knowledge about these products. When 

it comes to making decisions about purchasing personal insurance products, many people are 

not able to make good decisions because they do not have adequate knowledge about the 

subject matter and to obtain the knowledge, they need to spend considerable amount of time 

and understand the probabilities of certain insurable events taking place. Since people may not 

like to think about unfavourable events, they tend to ignore the need to cover those events and 

choose to remain ignorant in this regard. However, when knowledge increases, understanding 

of the importance of these products also increases, as per the findings from the interviews with 

customers and informed participants.  

 
It can be argued that lack of knowledge can also create lack of trust, especially when the general 

public is exposed to many negative images about the personal insurance industry, mainly 

presented by the media. It could also be argued that another reason why people do not trust 

insurance companies could be because there is continuous attention from regulatory bodies, 

which could suggest to the general public that the industry is experiencing various problems 

and needs to be regularly monitored.    

 
Informed participants identified negative publicity and bad reputation of the insurance industry 

as possible deterrents for many people when purchasing personal insurance. They stated that 

the industry is not portrayed in a positive way, and as a result many people do not trust 

insurance companies and the industry as a whole: 
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“The industry is bashed because industry can’t respond. They can only put the statistics of the 

claims that are actually paid, but they can’t respond on a personal basis, because you’ve got 

privacy issues to worry about” (Informed participant 7, female). 

 
“I think really that insurance industry as a whole has a bad reputation in my opinion. People often 

think that Life insurance will never pay out, they take your money for a long period of time and 

you get nothing back” (Informed participant 8, male). 

 
Consumers also identified negative reputation of the insurance industry as a deterrent because 

they thought that insurance companies were not genuine. The financial crises and scandals 

involving financial planning companies have certainly increased this lack of trust:  

    
“There are too many negative stories around insurance companies and financial planning firms. 

You can frequently find some newspaper article about some people being misled by an insurance 

company” (Consumer 20, female).   

 

It could be argued that if knowledge about personal insurance products could increase, lack of 

trust may decrease as a result. Alternatively, the industry itself does need stricter regulations 

and enforcement to ensure that bad practices are minimised. However, the problem is that 

because people hear and read numerous negative stories, they may be unlikely to be proactive 

in trying to increase their knowledge about personal insurance. 

    

6.4.5    Experiences of other people as a motivation or a deterrent  
 
It was suggested by informed participants that experiences of other people (like family and 

friends) can act as a motivation or a deterrent from purchasing personal insurance. Informed 

participants stated that when something unfortunate happens to family members or close 

friends, people start thinking that if something similar were to happen to them, they could be 

left in a very financially disadvantaged situation. This is a reflection of the notion of ‘proximity 

of loss’. Such negative experiences of others can act as a motivation for people to purchase 

appropriate personal insurance policy:   

 
“It’s because they have had a family member who had something happened to them or a friend 

and they haven’t had insurance and they saw how it impacted the family and they thought that ‘it 

could have been us’ ”(Informed participant 7, female). 

 
“A lot of people coming because they had a friend or family diagnosed with cancer or someone 

had an accident at work, and they could not work for six months” (Informed participant 8, male). 

 
“It is mainly due to personal experience where a family member or a friend has suffered an event 

or insurance has helped them out in some way” (Informed participant 9, male).  
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“It’s usually when something happens to their friends or family, that’s when people start thinking 

if it happened to me, what will I do and how will I survive” (Informed participant 22, female).    

 

However, informed participants argue that sometimes negative stories from family and friends 

can act as deterrents, where they have made a claim and insurance companies did not pay out, 

even if the rejection was justified: 

 
“There are too many negative stories about insurance companies not paying claims. However, a 

lot of the times, it is the fault of the insured individuals themselves, because they do not disclose 

all their medical history and when they make a claim and insurance company finds out, that claim 

is denied. So, we need more positive stories” (Informed participant 21, male).   

 

This quote highlights how important the knowledge about fiduciary duties is, including full 

and honest disclosure. It could be due to a lack of knowledge about these fiduciary duties that 

resulted in non-payment of claims.   

 
Consumers who responded that other people’s experiences were a motivation for them to 

purchase appropriate personal insurance policies, did this because they saw how personal 

insurance helped those people at the time of need; or could see how their family/friends were 

struggling and wished they had some extra income when going through difficult times. Those 

consumers who did not have friends or family who experienced negative events, stated that if 

they knew of someone going through anything like that, they would definitely consider 

including personal insurance in their financial plan. Some consumers were also influenced to 

purchase personal insurance because their family members or friends purchased it: 

 
“If I knew somebody who suffered some unfortunate events and I could see how personal 

insurance helped them or how it could have helped them, I think it would lead me to reconsider” 

(Consumer 2, female).  

 
“If a friend or family member suffered cancer or some other medical condition and was unable 

to work, then I think it would make me think more closely about getting some sort of personal 

insurance” (Consumer 6, male).  

 
“We still got [personal insurance], because a friend of mine, her husband took it out and six 

months later he got cancer and so she had enough money. So, for them it was just a blessing” 

(Consumer 9, female).    

 

However, not all consumers shared this ideology, with some stating that they will not change 

their opinion regardless of what happens with their friends or family members. In particular, 

consumers 5 and 8 stated that nothing will influence them to purchase personal insurance, 
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because they said they did not believe in it and did not wish to spend money paying insurance 

premiums: 

 
“I don’t think there is really anything at the moment that I can think of that will change my mind 

on it” (Consumer 5, female).  

 
“Nothing, I would not...My father had three types of cancer and it hasn’t prompted me to purchase 

insurance. Has not changed my mind” (Consumer 8, female).  

 

For these two consumers there appears to be no value in personal insurance. When asked why 

they did not see value in personal insurance and why nothing will change their opinion, they 

simply stated that they do not see value in it and do not need it, and do not want to pay insurance 

premiums. Interestingly, it remains a question how people can base their opinions on something 

they do not know about, as both of these consumers had very limited knowledge of the different 

personal insurance types and products.  

 
Many consumers stated that they have heard negative feedback from other people about 

insurance companies and as a result try to stay away from personal insurance products, because 

they think that insurance companies will not honour their policies. As discussed earlier in this 

chapter, the situation with non-payment of claims could take place when the insured does not 

disclose all his or her medical history to the insurance company at the start of the contract and 

upon the claim, when the insurance company finds out about the undisclosed health problem, 

they would rightfully decline the payout (Davis v Westpac Life Insurance Services LTD, 2007). 

These are the cases which can get reported in the media; however, it is not clear if people hear 

about thousands of cases where insured individuals receive the payouts in full as per their 

insurance contracts. Maybe the reason why people do not hear about those successful payouts 

is because this is exactly what insurance companies are supposed to do: pay out insurance 

claims. Another possible reason why they cannot disclose information is due to privacy issues.  

  

6.4.6    Psychological factors as a motivation or a deterrent 
 
In this section various human emotions will be discussed in relation to whether they act as 

encouragements or deterrents in personal insurance purchase decisions.  

 
Emotions in the decision-making process, and personal attitudes to insurance and risk were 

analysed and identified as important to explain why Australians purchase or do not purchase 

personal insurance products. The emotions identified as important in decision-making 

included:  regret, fear, and love (Belsky and Gilovich, 1999). People hate the feeling of regret 

and the responsibility for a negative outcome of a choice they made. That is one of the reasons 
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why people tend to procrastinate when it comes to important decisions. One of the reasons why 

people purchase insurance for high probability, but low impact events is because they are afraid 

of the event actually happening, and as a result that fear influences their decision-making 

process. Love and affection for another person can influence the decision-making process. This 

is especially relevant for Life insurance because it is the loved one who is the beneficiary and 

directly benefits from this insurance.   

 
Some individuals are overconfident and optimistic, and this can affect their decision-making 

process. When individuals are overconfident and too optimistic, they are less likely to assess 

the risks fully and as a result will leave themselves exposed to risks. They are also unlikely to 

take out any preventative strategies, such as insurance, to protect from risks, especially low-

probability, high-impact ones (Trevelyan, 2008). Elley (2014) states that based on the survey 

conducted by TAL, half of the respondents felt they had enough Life insurance, which was 

surprising, because a lot of actuarial research has indicated they do not. The report indicated 

that people were overconfident and as a result it can create a false sense of security.   

 
Interviewed consumers have also showed that emotions played an important role in their 

decision-making processes in relation to purchasing personal insurance products. When talking 

about personal insurance products most consumers expressed that it is important for them to 

have Life insurance because they wanted to leave appropriate financial resources for their loved 

ones upon their death. This attitude was only prevalent among consumers who had families. 

Consumers without families did not feel that Life insurance was important for them. This 

supports the idea that the feeling of love and responsibility may be the main factor which 

influence people to buy Life insurance. Informed participants identified the same behaviour by 

their clients in relation to Life insurance.  

 
Procrastination can also be explained by the fear of making wrong decisions. Procrastination 

may give respondents the ability to make what they think are better decisions at a later date, 

although this may not always be true. However, as discussed earlier in this chapter, 

procrastination can potentially have a negative impact if people decide to purchase personal 

insurance when negative events take place, as they may not be able to get a cover or would 

need to pay higher premiums.   

 
Overall, the reasons for taking out or not taking out personal insurance policies have been 

identified from the responses of the interview participants, and those answers were also linked 

to the theoretical framework and psychological notions discussed in Chapter Three. It was 
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shown that behavioural aspects appeared to play an important role in the process of decision-

making when purchasing personal insurance products.  

 

6.4.7    Frequency of events and probability of losses as a motivation and a deterrent 
 
When personal insurance was compared to general insurance, frequency of events was seen to 

be an important factor in trying to explain why people appear to see general insurance as more 

valuable. Probability of losses was another theoretical explanation for low personal insurance 

take-up by Australians. Kahneman and Tversky (1984) identified that one of the basic tenets 

of Behavioural Economics is that people lack an adequate understanding of probability and 

risk concepts. What inspires people to buy insurance is not the impact of the potential loss, but 

the frequency with which the loss is likely to take place (Kunreuther, 1979). People can be 

scared of an event more than of the potential financial and emotional impact of the event 

(Shanteau, 1992). People may have a tendency to pay much for insuring themselves against 

high-frequency risks even if financial impacts are low, whereas they may fail to insure against 

low-frequency risks, but which have high financial impacts. This concept may be relevant to 

personal insurance products. Thirty six out of 40 consumers stated that they had car insurance. 

When asked why they had car insurance but did not have any forms of personal insurance, they 

indicated that they are more likely to claim on car insurance as opposed to personal insurance 

policies, because they have more chances to have a car accident than to be diagnosed with 

cancer. While this could demonstrate an accurate understanding of ‘frequency’ of events, it 

appears to take into account the ‘quantum’ of the events. This is because the impact of them 

being diagnosed with cancer or not being able to work due to injury or disability can be far 

greater than the impact from having a car accident. It may be that people are poorly informed 

of the real possibilities and financial impact of being totally and permanently disabled, dying 

prematurely, being diagnosed with cancer or any other serious medical condition, or being 

unable to work due to injury or disability. Looking at this discussion it could be concluded that 

the real problem is not the frequency of events, but more the financial impact should an event 

occur. That is, if a person cannot work for two months due to illness, what is the quantum dollar 

amount of that event, compared to if his or her car got damaged in a hailstorm.  

 
According to informed participants, when considering personal insurance policies, individuals 

would look closely at insurances which according to their perception will be most claimable. 

Such insurance types include Life insurance and IP insurance. IP insurance was named as a 

claimable insurance because many people were under the wrong impression that the claim 

would be paid out if the person was unable to work due to loosing job for any reason. However, 
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they did not understand that in fact the policies are not likely to be this wide. Trauma and TPD 

insurances were suggested by consumers to be less claimable because as perceived by them, 

there was a little chance that they would become permanently disabled or suffer a serious 

medical condition which would make them unable to work. 

 

6.4.8    Complexity of the process as a deterrent  
 
Informed participants stated that they believed the general public thought that purchasing 

personal insurance policy was a lengthy and complex process. They said that when people first 

came to financial advisers, they were under the impression that they would have to do medical 

check-ups and the whole process would be difficult:  

 
“They think it’s a hassle where as a financial planner or broker we take most of that hassle away 

from them” (Informed participant 3, male). 

 
“In my opinion many people think that purchasing personal insurance is a hassle, takes a long 

time and a painful process, but in reality, it is not the case” (Informed participant 20, female).   

 

Consumers have also stated that they think purchasing personal insurance is a lengthy and 

complex process. They thought it would take a long time to do the medical check-up and they 

would need to answer a lot of questions: 

 
“I think it would be a very lengthy process and I would need to go through medical check-up and 

I just don’t have the time for all this nonsense right now” (Consumer 20, female).  

 
“General insurance contracts are quite complex, I can just imagine personal insurance contracts. 

I don’t have any need for personal insurance now, so I don’t want to go through this painful 

process of answering their questions and all that” (Consumer 36, male).   

 
It could be argued that if the process of getting personal insurance was very easy and did not 

require any questions about insured’s medical history or about the lifestyle to be answered in 

order to access the risk which an insurance company takes on, it could lead to more claims 

being rejected. It needs to be remembered that the insurance company is taking the 

responsibility to pay the person a certain amount of money at any time of a policy claim, and 

the insurer needs to be able to assess the risk at the start of the policy, so they can then decide 

if they will accept the risk and under what conditions (including the premium amount). 

However, if the risk is not assessed at the start of the policy, it means it will be assessed upon 

the claim and the chances the claim will be rejected at that stage may be a lot greater. It appears 

that at the moment the general public may not understand the insurance underwriting process, 
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and therefore more education needs to be provided to people in this regard. Overall, this could 

be an inherent characteristic of the personal insurance process, that to an extent is unavailable.   

 

6.4.9    Age as a motivation or a deterrent  
 
It appears that age did not have a great influence over decisions in relation to personal insurance 

purchase. Some examples of responses in relation to age are discussed below. The discussion 

will first consider responses from informed participants and then from consumers.  

 
Many informed participants when asked if the younger people are more likely to purchase 

personal insurance products compared to the older people, replied that it depends on if they are 

married with children, single or live with their parents. Therefore, it appears that the purchase 

of personal insurance among the young people depended on other factors discussed earlier, 

such as the perception of importance, value, knowledge, presence of dependents and increased 

liability. It could be suggested that age as an independent factor does not play a role in decision-

making when it comes to purchasing personal insurance products:   

 
“I suppose a lot of my business is younger side of things, because that is usually when they take 

out mortgage. Even older people when they are taking out mortgages, they have the same needs 

as a younger person…So younger people I am finding if they’ve had a life event like a child, 

mortgage and that sort of thing are quite open to it, but premium is still a big thing” (Informed 

participant 8, male). 

 
“I think that surprisingly young ones are quite good with Income Protection…I do find that some 

of the young tradies are quite keen to get their Income Protection once they are aware what it 

does” (Informed participant 10, female).  

 
“I don’t think age is an important factor, I think it is more about knowledge, seeing value, having 

dependents etc. Just because someone is old or young, I don’t see this as a deciding factor” 

(Informed participant 16, female).   

 
“Age does not play an important role in decision making in terms of personal insurance. It’s all 

about their understanding of the policy and what it does for them. To be honest, I think older 

people, say, early fifty onwards, are harder to be influenced because when they were young these 

insurance types were not widely spoken of and available, so it is just their mind set” (Informed 

participant 29, male).       

 

Informed participant nine had raised other issues for people who are ‘older’. The main problem 

for those people is that even if they want to purchase personal insurance, they are less likely to 
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take out the policy because of the increased likelihood of pre-existing medical conditions and 

as a result increased insurance premiums and exclusions19 with their cover: 

 
“Depends on what you mean ‘old’. If they are coming in their late forties, early fifties, the 

insurance is obviously much more expensive than if you are in your late twenties, early thirties. 

So, it can be more difficult, because it is more expensive, and there are potential health concerns 

that you may not have if you are a lot younger. They are more likely to want to take it, but whether 

or not they do, will depend on other factors” (Informed participant 9, male).  

 

When consumers were asked about their perceptions and purchasing decision in relation to 

personal insurance products, the presence of a relationship between young people and purchase 

of personal insurance was not apparent. This suggests that people of all ages had different 

attitudes towards personal insurance and age was not an independent factor which influences 

their decision-making processes:  

 
“Personal insurance is very important for us and we are now covered for pretty much everything” 

(Consumer 7, Female, 45-59). 

 
“I don’t believe in insurance and nothing will make me purchase any personal insurance” 

(Consumer 8, female, 45-59).  

 
“Personal insurance is not important for me now, because I am young and in good health, maybe 

later” (Consumer 11, female, 25-34).  

 
“I find personal insurance as an important safety net for my family. I want to make sure that my 

wife is looked after financially if something happened to me” (Consumer 12, male, 60-69).  

 
“I don’t need personal insurance now, as I am single and don’t have any dependents, I don’t have 

home loan. Once I have mortgage or kids or whatever, I might look at personal insurance” 

(Consumer 37, female, 18-24).  

 

6.4.10    Gender as a motivation or a deterrent  
 
It appears that gender is not perceived as having a great influence over decisions in relation to 

personal insurance purchase. Some examples of responses in relation to gender are discussed 

below. The discussion will first consider responses from informed participants and then from 

consumers. 

 

 
19 Indications of the circumstances under which the policy would cease to provide cover.   
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Informed participants stated that they did not think that gender was an issue in insurance 

purchase, saying that it would be other factors which are more important, for example their 

understanding of the need for personal insurance and their value perception:  

 
“Some of the women are driven and they will insist that their husbands have the insurance. But 

some women don’t see the value in it. I can’t say there is a definite split with more men wanting 

insurance or more women wanting insurance, I think there is an equal balance. We have some 

cases where the wife does not see the value in it, but the husband thinks he should have it or the 

other way around” (Informed participant 7, female).  

 
“A single female would. A male, once he’s got a family usually quite happy to do so…Single 

female verses single male: female every time. It is much higher percentage” (Informed participant 

8, male).  

 
“I don’t think there is any difference, not that I’ve noticed, no” (Informed participant 9, male). 

 
“I don’t know, for me it would be 50/50. I do find it is easier sometimes with one person than a 

couple…I do find in couple situation, sometimes it’s a man, sometimes it’s a woman and often 

one of them is little more cost conscious. Do women want it more? I don’t know, I could not 

emphatically say yes or no to that one” (Informed participant 10, female). 

 

Consumers also did not show any specific relationship between gender and personal insurance 

purchase.  

 
Thus, it appears that the main reasons why people would purchase personal insurances include: 

having family, children, increasing their liabilities or having something unfortunate happen to 

someone they know. The next section will explore the reasons why people would consider 

cancelling their existing personal insurance policies.   

 

6.5    Findings - Factors to cancel existing personal insurance  
 
The main factor which influenced the cancellation of personal insurance was identified as the 

‘cost’ by all informed participants. Other reasons included: a switch to another policy due to 

having some problems with insurance companies; or because they were advised by their 

financial adviser that another product offered by the same company or a product offered by 

another insurance company suits their needs more; and because they no longer required the 

cover, due to decreased liabilities. However, switching from one company to another for 

whatever reason is not really cancelling their personal insurance, but merely purchasing a 

different cover, which (hopefully) leads to more appropriate levels of insurance: 
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“It’s the cost. When they can’t afford to pay premiums, they cancel their personal insurance, 

that’s the first thing which goes. Other reasons include switching from one fund to another usually 

because they have been mistreated by the insurance company or they had a bad experience with 

a claim or something like that. Sometimes it’s because they don’t need the cover anymore, 

because they paid off the mortgage” (Informed participant 2, male).   

 
“Cash flow constraints, it is often the first thing people cancel unfortunately if they lose their job 

or something. Other reasons are they just don’t want it anymore, they think it is too expensive 

especially if it is stepped and they are getting older which is unfortunate if they still have the need 

for it. Changing employer and starting a new super fund with that employer where they think 

they got enough cover... But I think it is cash flow that is the main problem” (Informed participant 

3, male). 

 
“Usually, it is when the money gets tight, that’s the first thing to go… It all comes down to cash 

flow I find. If the policy is held inside super, we are finding that a lot of people will keep the 

policy in force for a lot longer even if they are funding the premiums through salary sacrifice. 

They just seem to forget about actually paying it, whereas if it is constantly coming out of their 

bank account, they feel the cash flow” (Informed participant 8, male).  

    
“The unaffordability is the main problem for the majority of people who cancel their existing 

personal insurance policies” (Informed participant 20, female).  

 

Another aspect which was pointed out by informed participants is that insured individuals often 

fail to contact their financial advisers when they make a decision to cancel their existing 

personal insurance policies. Informed participants indicated that it is not always a desirable 

outcome for clients and suggest that instead of cancelling all policies, the amount insured could 

be decreased or the existing policy could be amended to make the premiums cheaper. When 

individuals purchase personal insurance, it is an obligation of financial advisers to inform their 

clients that they need to have regular reviews of their financial situation to determine if their 

existing insurance policy is still appropriate or if changes are required.  An example of informed 

participants’ views is: 

 
“A lot of times I think they cancel it because the premiums get more expensive and they think 

that it is the only option, because premiums go up every year and they need to cut expenses, so 

they will cut insurance. However, if we get on to them, we can say don’t get rid of everything, 

let’s look at your options, we can try to reduce it, but don’t cancel everything. But most of the 

people will just contact their insurance company and say they want to cancel their insurance, 

because premiums go up and they want to cut their costs” (Informed participant 7, female). 
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When consumers were asked this question, their responses were in line with the ones provided 

by informed participants. The main reason was the inability to pay the cost of premiums due to 

their adversely changed financial circumstances or the increased cost of premiums due to the 

stepped premium structure.20 A few consumers admitted to switching funds mainly due to 

finding a better product or having problems with the insurance company. When asked if they 

were in a situation where they needed to cancel their policies what policy would they cancel 

first and why, the answers were the same for all respondents: the first insurance type to be 

cancelled would be personal, because they could not imagine driving their car or living in their 

house without general insurance policy covering those assets:  

 
“I cancelled my personal insurance policies because I could not afford them anymore, as I got 

sick and could not work. But I would definitely get them again once I start working again and 

can afford it” (Consumer 16, female).  

 
“I cancelled my insurance long time ago because I could not afford to pay premiums, but after 

three years I got it again, unfortunately, I had to pay higher premiums because I was older, so I 

had to go level premiums, so my premiums don’t increase” (Consumer 31, male).   

 
“We had switched our insurance policies to another insurance company, because we had issues 

with our insurance company. I needed to make a claim one time and they treated us not well to 

say the least, and I got mad with them and cancelled the policy, we got even better personal 

insurance coverage with another company. So, it worked out well for us” (Consumer 38, male).   

 
The main reason why respondents cancelled their current personal insurances was the 

affordability problem. It was also apparent that people would cancel personal insurance first 

before cancelling general insurance, as they perceive general insurance to be more important.     

 

6.6    Findings - Adequate personal insurance coverage 
 
Informed participants and consumers were asked about what they thought was adequate 

personal insurance.  

 
Most informed participants saw adequate personal coverage as covering all liabilities of the 

client and making sure there are money left for the surviving spouse and children to live on. It 

was also identified that money for children’s education should be included in the amount 

insured. Informed participants indicated that it is essential to discuss with their clients as to 

what they would like to cover and the amount of money they would like to include in their 

policies. Once all the aspects, which clients identified as being important ones to cover were 

 
20 A policy feature in which premiums increase each year on the policy anniversary in line with the life insured’s age.  
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identified, the financial adviser would provide a quote. If the premiums are too expensive, 

various reductions in cover could then be made. Informed participants indicated that they 

would be reluctant to reduce the amount insured but would rather start with changing some 

particulars of the policy, for example changing from level to stepped policy type or from own 

occupation to any. Those extras could reduce the cost of the premium substantially enough for 

the policy to be more affordable to the client. However, in times when consumers still refuse 

to take out the policy due to high premium costs, financial advisers will then begin to reduce 

the amount insured after explaining all the negative consequences of these actions to their 

clients. Informed participants also unanimously agreed that they would prefer for their clients 

to have all types of personal insurances, however if the financial position does not permit this, 

they indicated that it is important to have at least Life insurance, IP insurance and some Trauma 

insurance. However, they said, this cannot be used as a rule for every client, because everyone 

will have their own unique situation and the advice needs to be tailored towards those 

specifications. Therefore, adequate personal insurance coverage would be different to different 

clients. Some of the responses included:  

 
“It is different for every person really. It comes down to ideally what they want to cover. I find 

happy median of what they want to cover with a premium they are actually comfortable with, to 

me it is the most effective sort of cover that we can get” (Informed participant 8, male). 

 
“What we offer everybody is a full and comprehensive recommendation, which includes four 

types of cover…All four forms of cover effectively pieced together, tailored to that individual 

client, so that is on client-by-client basis” (Informed participant 9, male).  

 
“If you saw someone and they were really on a budget and they cannot afford it, they just want 

skeleton cover; I would say very basics would be Life insurance with long term Income 

Protection…It’s not adequate, but it’s a lot better than nothing” (Informed participant 10, female).  

 
“Adequate personal insurance for a client is where all their liabilities are covered, and they have 

a sum of money left for their family and children. If the person cannot afford it, then I would 

need to talk to the client if he or she would be willing to reduce the amount of cover or go from 

level to stepped to make the premiums cheaper” (Informed participant 20, female).   

 

The above discussion illustrates that all informed participants indicated that they would always 

make personal insurance recommendations in accordance with specific client’s needs, taking 

into account their individual circumstances and cash flow position. It was also mentioned by 

all informed participants that they always have their clients’ best interest in mind. It remains a 

question whether their comments were completely accurate, but the concept is in accordance 
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with ASIC regulations. It should be recalled that ASIC (2014) carried out an investigation 

where as part of it, they have reviewed clients’ files to ascertain if the advice provided by 

financial advisers was compliant with the stringent regulations. They found that 63 percent of 

consumers received personal advice about Life insurance that complied with the law; however, 

37 percent received Life insurance advice that failed to comply with the law (Australian 

Securities and Investments Commission, 2014). ASIC (2014) suggested that the quality of 

advice was mainly affected by adviser commissions and other incentives. The report stated that 

in 80 percent of the files in their sample, advisers were remunerated under upfront commission 

models, and 96 percent of the poor advice was given by advisers paid under upfront 

commission models. It was suggested that when an adviser is paid under an upfront commission 

model there was a higher likelihood that the advice given by the adviser would not comply 

with the law (Australian Securities and Investments Commission, 2014). It was interesting to 

note that only a few informed participants mentioned upfront commissions paid by insurance 

companies, mainly saying that they do not have any incentive what insurance company’s 

product they recommend to their clients, as they personally do not get any commissions, but 

admitted that their licence holder receives this commission and it goes against the adviser’s 

sales target, which is part of their key performance indicators (KPIs). This means that 

regardless of who receives this upfront commission, advisers may still have a very strong 

incentive to recommend products of those insurance companies which pay the highest upfront 

commissions. Does this mean that appropriate strategic risk advice is not possible under the 

current remuneration structure? Or is the main problem being the fact that financial advisers 

are treated as sales people and as a result have sales targets which they need to meet in order 

to progress in their careers or merely to keep their job? If their KPIs were changed to reflect 

not their ability to sell insurance policies which pay the highest commissions, but their ability 

to provide quality advice which is appropriate to their clients, maybe then more appropriate 

strategic risk advice would be achieved. Of course, measuring ‘quality advice’ could be a 

nebulous concept.     

 
Most consumers stated that they would like to cover their existing liabilities, such as mortgage, 

credit card debts and the like in case something happened to them. Most consumers stated that 

they would like to leave some funds for their children’s future education and for a spouse in 

case they were to pass away. When asked which personal insurance type they would get first, 

the answers were mainly Life insurance and IP insurance. They explained this by saying that 

they would like to make sure they will leave some money to their loved ones and IP insurance 

is important because the policy would pay them money if they are unable to work:  
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“For me adequate personal insurance would be to cover my existing liabilities and leave money 

for my family if I die. I would also like to have my income protected if I am unable to work” 

(Consumer 26, female).  

 
“For me it would be to have all my liabilities covered and my income covered. Also, I want to 

leave money for my wife and kids in case I pass away” (Consumer 38, male).  

 
Interestingly, Trauma insurance and TPD insurance were not recognised as necessary covers 

because respondents thought the chances of them being sick or totally disabled were very 

minimal. When asked what insurance types they would cancel first if they were no longer able 

to afford them, the answer was personal insurance products. There were two main reasons for 

that: if something unfortunate were to take place, many people thought that their family 

members would be able to help out; and there is less chance of making a claim on personal 

insurance products, in comparison to general insurance policies. When asked if they would 

consider cancelling their general insurance policies, the respondents replied that they wanted 

to keep those until the end, explaining that if something unfortunate were to take place, they 

would be in even more financial hardship. This view holds because, as discussed earlier, people 

appear to perceive general insurance to be more important and valuable compared to personal 

insurance. They are also of the opinion that they are more likely to make a claim on general 

insurance policy, and as a result see more ‘return’ in it from a financial point of view.    

 
From the above discussion it appears that for the majority of consumers the notion of adequate 

personal insurance coverage included having all their existing liabilities covered by some 

insurance policy. It was very important for them to leave a certain amount of money for their 

dependents. Many consumers also mentioned that they would like their income protected in 

case they would not be able to work again. The responses from informed participants were 

similar to consumers, except for TPD and Trauma insurances. Informed participants stated that 

it is important to have adequate protection for all possible risks, which means Life insurance, 

TPD insurance, Trauma insurance and IP insurance. However, admitted that if clients cannot 

afford all necessary covers, it is desirable to have at least Life insurance and long-term IP 

insurance. They explained this by saying that Life insurance would provide some funds to the 

family of the deceased insured individual, and if the insured was unable to work due to injury 

or disability, he or she would be able to receive at least partial income to pay for everyday 

living expenses. It could be argued that if people did not have children and existing liabilities 

and had sufficient funds available to them, then they would not need any personal insurance 

policies. Particularly, this is how adequate personal insurance coverage was considered by the 
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majority of consumers. This could mean that not everyone needs personal insurance, and 

therefore such people would not be considered as being underinsured.   

 
6.7    Discussion 
 
This chapter analysed the responses provided in the interviews with consumers and informed 

participants. Where appropriate, the discussion incorporated results from previous literature 

and quotes from the participants to support the observations. Various reasons why people 

purchase and do not purchase personal insurance products were discussed. This analysis will 

inform the next stage of this research – the design and implementation of a wide scale consumer 

survey.   

 
The main factors identified in the interviews that appear to lead to personal insurance purchase 

included: life events such as having children, buying a house, knowing someone who had 

suffered some medical condition and was struggling financially without personal insurance. 

This information is important, as it provides answers to the research questions. The industry 

literature only concentrated on the reasons why people do not purchase personal insurance 

products, as opposed to why they do. Therefore, it is difficult to establish with certainty if the 

findings align with the industry literature, however, it was stated that people who do not have 

children may be reluctant to purchase personal insurance (Mosher, 2017), which could be 

suggested that if people have children, they could be more inclined to purchase the cover.  

Another important factor was culture; where it was suggested that people especially from the 

UK and New Zealand were keen purchasers of personal insurance, with some other cultures 

not believing in certain types of personal insurance. Another factor was certain personality 

types and character traits, where it was discussed that people who are more responsible and 

want to keep everything under control are more likely to purchase personal insurance policy 

even if they do not have dependents and/or high levels of liability. The above findings were 

not identified in the industry publications, therefore were an important input into the current 

pool of literature, adding reasons why people purchase personal insurance products.   

Furthermore, people who see the value in personal insurance appeared to be more likely to 

purchase it. Age and gender did not appear to be significant factors; however, this needs to be 

further investigated in the survey.  

 
It was also important to find out the reasons why people are reluctant to purchase personal 

insurance products, as this information is vital in answering the research questions. The most 

important factor which was identified in the interviews was affordability, which closely aligns 
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with the industry publications, where ‘cost’ was also found to be one of the main reasons why 

people do not purchase personal insurance products (Rice Warner, 2018; Mosher, 2017) 

Interestingly it was pointed out in the interviews with the financial advisers, that people who 

do not see ‘value’ in personal insurance always use cost as one of the reasons why they do not 

want to purchase it. Also, a lack of knowledge or low insurance literacy was seen as a deterrent, 

where it was discussed that majority of consumers did not possess in-depth knowledge about 

personal insurance. Another factor was not identifying the value and importance of personal 

insurance, which can relate to the notion of knowledge, because if people do not have the 

knowledge, they may be unlikely to fully comprehend the value of personal insurance. 

Furthermore, complexity of the process of purchasing personal insurance was seen as a 

deterrent by many people, thinking that obtaining personal insurance can be a lengthy and 

complicated process. These findings were in line with the industry publications (Rice Warner, 

2018; Mosher, 2017; Ochalla, 2018). In terms of lack of trust towards insurance companies and 

financial advisers, there were three possible reasons identified: negative publicity, stories of 

other people, and inadequate training and education of financial advisers, which aligns with 

the industry literature (Ochalla, 2018) Other deterrents included: not having children and 

liabilities (such as home loans); procrastination; frequency of events versus impact of events; 

and emotions in decision- making.  

 
It was interesting to note that factors which influenced people to purchase insurance were 

interconnected with the same factors which acted as deterrents. For example, if people did not 

have children, it made them uninterested to purchase personal insurance, however if they had 

a child, they were more likely to purchase personal insurance. Another point is that most of the 

responses collected from both informed participants and consumers were consistent with each 

other. However, there were differences when it came to responses about personal insurance 

advertisements on television. Informed participants thought that people perceive those 

advertisements positively and they were a good way to increase public’s awareness, prompting 

the general public to see a financial adviser to obtain more details on different insurance types. 

It appears however, that consumers had very negative views about those advertisements and 

chose to ignore them.     

            
The factors identified through the interviews helped to explain why people do or do not 

purchase personal insurance, and directly assisted in answering the research questions, and 

addressing other important issues which were set to be examined in this thesis.  
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6.8    Conclusion  
 
The discussion in this chapter described and analysed the responses of interview participants. 

The respondents were informed participants (financial advisers) and members of the general 

public (referred to as customers). The selection of respondents was concentrated around 

Brisbane and the Gold Coast areas, with 40 customers and 30 financial advisers interviewed.      

 
This chapter first described the instrument design, which explained how the interview questions 

were derived. The chapter then presented findings of the interviews with informed participants 

and consumers. The answers to interview questions were thematically grouped under the 

headings, each factor was considered separately and supported by quotes from the responses 

from both sets of participants. The chapter then summarised the main findings and highlighted 

the importance of conducting the survey to get a further understanding about the subject matter.   

The research question about the reasons why people purchase and do not purchase personal 

insurance products was explored with the answers provided by respondents. The main reasons 

given for non-purchase of personal insurance were lack of dependents, unaffordability, not 

having a thorough knowledge, and as a result not seeing the importance and benefits of personal 

insurance products and lack of trust towards insurance companies.   

 
In the next chapter, the development of the survey will be presented, and its results 

comprehensively discussed.  
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Chapter 7: Survey findings 
 

7.0    Introduction  
  

Chapter six described the analyses of the interviews conducted with informed participants and 

consumers. It was established that some possible factors influencing personal insurance 

decision-making could include not seeing value in personal insurance, not understanding the 

importance of insurance products, not having dependents and a lack of trust.    

 
This chapter describes the second stage of the research, the survey, the findings from which 

assist in answering the research questions, and address other issues which were set to be 

examined in this thesis. It does this by collecting valuable information about what types of, and 

how much, personal insurance people currently have. In addition, the survey was designed to 

explore if respondents were overconfident in their belief that they had a thorough knowledge 

about insurances and if they thought they held adequate personal insurance policies. 

Furthermore, because the concept of insurance ‘knowledge/literacy’ was identified as one of 

the major obstacles in purchasing personal insurance products, the personal insurance literacy 

levels of the respondents will be calculated and compared to their confidence levels in relation 

to having a thorough knowledge, as well as the actual purchasing levels of personal insurance. 

It was mentioned in this thesis that there is a possibility that if people have higher levels of 

personal insurance literacy, they may be more likely to purchase the cover. This notion will be 

statistically analysed in this chapter. Furthermore, the survey will also identify the groups who 

have the highest need for personal insurance and those who have the highest 

shortfall/underinsurance levels. In order to have statistically meaningful results and 

comparisons, various demographic factors of the respondents will be identified and examined, 

and will be used to answer the research questions about the personal characteristics which can 

affect personal insurance purchasing decisions.    

 
The first section will outline the parts of the survey, and will provide a reference where the 

survey questions can be found. The next section will outline how the survey was conducted, 

and how the sample was derived. The third section explains how the pilot testing was 

conducted, which will be followed by the descriptive statistics, which explains the 

demographic groups being tested (such as gender, age, education and income levels, religion, 

whether or not they worked in the financial services industry, employment status and whether 

or not they had dependents). The fifth section describes how various demographic groups can 

have an effect on the confidence levels of respondents. Personal Insurance Confidence (PIC) 
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understanding means respondents’ level of confidence about having a thorough knowledge of 

personal insurance products. PIC adequacy means respondents’ level of confidence about 

holding adequate levels of personal insurance coverage. The sixth section describes how 

various demographic groups can have an effect on the Personal Insurance Literacy (PIL) levels 

of respondents. This is followed by considering Personal Insurance Have (PIH) levels. In the 

eighth section a comparison between PIC understanding, PIC adequacy, PIL and PIH will be 

conducted to examine if their PIC understanding levels are in line with their PIL scores, and if 

their PIC adequacy levels are in line with their actual PIH levels. The nineth section will 

provide a discussion about Personal Insurance Needs (PIN) and Personal Insurance Shortfall 

(PIS) levels for various demographic groups. This sections also identifies how many 

respondents are not insured, underinsured, adequately insured and overinsured. This is 

followed by a brief overview of what calculations were performed and how the results assist in 

answering the research questions and other issue which were set to be examined in this thesis, 

with the chapter then concluding.   

 

7.1    Survey design  
 
The survey design was informed by the interviews and the established literature. The survey 

instrument contained a total of 43 questions including demographic questions. A copy of the 

survey questions can be found in Appendix 2.    

 
The survey consisted of six parts. The first part contained demographic questions, such as 

gender, age, employment type, education and income levels, religion and whether or not 

respondents worked in the financial services industry.  

 
The second part of the survey included various questions to examine respondents’ 

understanding of personal and general insurance types. This part included examining how 

awareness and understanding of personal insurance products could be increased.  

 
The third part included questions about participants’ assets and liabilities. These questions were 

asked to determine personal insurance needs. The fourth part explored whether respondents 

had personal insurance; and if ‘yes’, the reasons why they purchased it. If they answered ‘no’, 

they were asked why they did not purchase personal insurance. This information was not 

directly analysed in this chapter, as information received was in line with the responses from 

the interviews and therefore no further statistical analyses were conducted. As a result, 

responses received during the interviews with advisers and consumers were deemed sufficient 

to answer the first part of the research questions about the factors which influence or act as 



 
195 

deterrents in purchasing personal insurance products. The reason why they were deemed 

sufficient was because all responses from both groups were in line with each other and with 

the industry publications described in Chapter 4. The ways the respondents analysed personal 

insurance purchase were also in line with the psychological processes described in Chapter 3. 

The survey instead concentrated on demographic factors to ascertain which ones had higher 

levels of personal insurance, higher levels of confidence, higher levels of insurance literacy, 

higher levels of need for personal insurance and higher levels of underinsurance.  

 
The fifth part of the survey asked questions about making claims under personal and general 

insurance types and participants’ experiences. Participants were also asked which insurance 

type (personal or general) they perceived to be more important and why. Participants were also 

asked open-ended questions, inviting them to express their opinion about personal and/or 

general insurance. These questions were included in the survey because interviews with 

informed participants and consumers indicated that people saw personal and general insurance 

differently, with general insurance apparently perceived as a more important insurance type. 

The answers to these questions were not directly assessed in this chapter, as they were not 

directly useful in answering the research questions, however because the information collected 

was of importance, future analyses and studies can be conducted using this data. 

    
The last part of the survey asked participants personal questions about their height, weight, 

smoking habits, and medical conditions. These questions were made optional and if 

participants did not feel comfortable answering all or some of them, they were given the choice 

to skip the question/s. These questions were used to assess individual’s ability to get insurance 

coverage without possible loadings and exclusions. Smokers, people with pre-existing medical 

conditions, and those with high Body Mass Index (BMI) are more likely to either pay higher 

premiums or have exclusions because of various medical conditions attached to their personal 

insurance policy. This information did not affect respondents’ level of need and possible level 

of shortfall with personal insurance, therefore if participants chose not to answer these 

questions, it did not interfere with statistical analyses.     

 

7.2    Sampling strategy 
 
The survey was conducted via an online platform (Survey Monkey) with web-link invitations 

sent to potential participants. Methods described by Schonlau, Fricker and Elliott (2002) to 

design a survey questionnaire which is user-friendly and avoids common problems associated 
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with online surveys (response error, misinterpretation of questions, privacy, ability to re-

participate) were employed at each step of the survey design, implementation, and testing.  

 
The sample was derived through convenience sampling until a desired number of responses 

were achieved, which was 817 participants. For this thesis, the sample was obtained through a 

number of means. In the first instance advertising was undertaken through university wide 

email communication to staff of Griffith University. Secondly, advertising of the survey 

website took place through radio, newspaper articles and Facebook. Thirdly, the survey was 

advertised through manually depositing a survey invite to mail boxes in Brisbane and the Gold 

Coast. Lastly, the survey was advertised in the local newspaper, as well as attending different 

meetings with various community groups. Convenience sampling occurs where there is not a 

systematic approach to recruiting participants, and respondents are not specifically chosen by 

the researcher because of some particular characteristics (Beidernikl & Kerschbaumer, 2007; 

Schonlau, Fricker & Elliott, 2002). Although this means that a specific rate could not be 

calculated (as there is not a finite population having been identified), a completion rate was 

able to be determined for those who began the survey. There are various arguments that 

convenience sampling poses particular problems for the analysis of data collected as there is a 

degree of self-selection involved (Schonlau, Fricker & Elliott, 2002). There is also a potential 

for sample bias in non-probability sampling, and an argument that online surveys would only 

be representative of the portion of the population that have access to the internet (Beidernikl & 

Kerschbaumer, 2007; Roberts, 2007). However, there is work which argues that these 

limitations of internet usage are “rapidly diminishing particularly in western countries” 

(Roberts, 2007, p. 22). Non-probability sampling is also very common in the type of survey, 

where it is exploratory in nature and where hypotheses are being developed rather than tested.    

  

7.3    Pilot testing   
 
The draft survey instrument was pilot tested in September 2015 prior to final release. This pilot 

testing was conducted amongst some of those participants who took part in the consumer 

interview process. In the pilot study six individuals were asked to answer the survey questions 

and provide their feedback about the questions. The main reason for pilot study was to test how 

easily people could understand the contents of the survey questions and the flow of the 

questions.  
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As a result of the pilot testing, a number of changes were made to the survey, mainly wording 

in particular questions, in order to provide further clarity to questions. A number of changes to 

layout were also made, mainly to improve the appearance of the survey.   

 

7.4    Descriptive statistics 
 
The sample size was 817 participants, which was considered to be an adequate size to draw 

meaningful conclusions. Since the survey was conducted at the end of 2015, the figures 

collected from the Australian Bureau of Statistics (ABS) were also from the similar period for 

comparison purposes to illustrate whether the survey sample was largely in line with the 

Australian population.  

 
The majority of participants were aged 25-34 and 35-44, being 21.4 percent and 22.3 percent 

of respondents, respectively (total of 43.7%). According to the ABS in June 2014 (Australian 

Bureau of Statistics, 2015), there were 15.6 million people of working age in Australia (15 to 

64 years), which represented 67 percent of the total population and 3.5 million people aged 65 

years and over, which accounted for 15 percent of total population (total population in 2014 

was estimated to be 23.5 million people). It is important to note that the survey did not take 

into account persons under the age of 18, mainly because it was the legal age required for 

participation in this research, and for holding a personal insurance policy. Participants from 18 

to 64 represented 87.6 percent of the respondents, with 12.4 percent being 65 years of age and 

older. This is broadly in line with the Australian community with 15 percent of the population 

over 65 years old, yet marginally more older Australians participated in the survey than are 

represented in society. It needs to be kept in mind that people who are likely to have personal 

insurance are those of working age, as many rely on the policy inside their superannuation 

fund. Consequently, the survey results need to be read in terms of this greater representation of 

working age people. Overall, based on available statistics it could be concluded that the survey 

age demographics was sufficiently representative of the Australian population.  

 
The sample demonstrates the survey to have similar proportion of ‘females’ (51.7%) to ‘males’ 

(48.2%), with 0.1 percent identifying themselves as ‘other’ gender (one person out of 817). 

The survey sample generally aligns with the general population, as according to ABS in June 

2014 (Australian Bureau of Statistics, 2015), there were 49.8 percent of males and 50.2 percent 

of females residing in Australia (total population being 23.5 million people).  

 
The education level of participants was also gathered. This was an important aspect of the 

demographic information, as it would allow comparison with other measurements of insurance 
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literacy. Fifty three percent of the sample had either a Bachelor Degree or Postgraduate 

qualifications of some kind. ABS data reported that in 2016, of people aged 15 and over, 24 

percent of the Australian population obtained a Bachelor Degree and above (Australian Bureau 

of Statistics, 2017). This is considerably lower compared to the sample population; however, 

it needs to be kept in mind that many respondents were derived from the University 

environment, which could be biased towards a bachelor degree and above and this should be 

kept in mind when interpreting the results.  

 
The vast majority of participants (66.8%) were employees, with 11.1 percent of participants 

self-employed. In 2016 people who reported being in the labour force (the size of the Australia's 

labour force in 2016 was 11,471,294) aged 15 years and over fell in the following categories: 

62 percent worked full-time and 36 percent part-time (.idcommunity-the population experts, 

not dated). The data did not specify what percentage of population was self-employed. 

However, the categories were largely in line with the survey population.  

 
The next question asked participants if they worked at the time of completing the survey or had 

ever worked in the financial services industry and if so, what role they have. Working in the 

financial services industry was defined as having worked as an accountant, financial adviser, 

investment adviser, bank employee and the like. The responses indicated that 87.6 percent of 

participants did not work in the financial services industry. Given the survey asked questions 

about people’s understanding and knowledge about personal insurance, it was assumed that 

individuals who worked in the financial services industry would potentially have higher 

knowledge about different insurance types.  

 
Income levels of participants revealed that 67.7 percent of survey participants had taxable 

incomes of less than $80,000 per annum. The most common income bracket reported was the 

$37,001 - $80,000 bracket. This is in line with ABS data which indicated that in 2015-16, the 

mean equivalised disposable household income was $1,009 per week. However, the median 

was lower, at $853 per week (Australian Bureau of Statistics, 2017).  

 
The last demographic question explored respondents’ religious views. Once again it was 

highlighted in the interviews that people from different religious backgrounds perceived 

personal insurance purchase differently, with some believing that purchasing insurance was 

against their religion. It needs to be noted that the survey asked respondents about their country 

of birth, however this information was not statistically assessed, instead their religious views 

were analysed. 
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Table 7.0 Survey demographics  

  Response Percentage Response Count 

Age    

18-24 12.7% 103 

25-34 21.4% 174 

35-44 22.3% 181 

45-54 15.9% 129 

55-64 15.3% 124 

65 and above 12.4% 102 

Gender   

Male 48.2% 392 

Female 51.7% 420 

Other 0.1% 1 

Education    

Year 10 4.5% 36 

Year 12  22.3% 181 

TAFE  20.4% 165 

Bachelor Degree 33.4% 270 

Postgraduate   19.4% 157 

Employment    

Employed - Full time 42.0% 341 

Employed - Part time 23.3% 189 

Employed - Casual  1.5% 12 

Self-employed 11.1% 90 

Homemaker 4.0% 33 

Unemployed 3.2% 26 

Retiree 11.7% 95 

Student 3.2% 26 

Work/did not work in the financial services industry    

No   87.6% 712 

Yes  12.4% 101 

Income level   

0 - 18,200 12.1% 98 

18,201 – 37,000 17.9% 145 

37,001 – 80,000 37.7% 305 

80,001 – 180,000 28.0% 226 

Greater than 180,001 4.3% 35 

Religion    

Buddhism  1.1% 9 

Christianity 36.9% 300 

Hinduism 2.1% 17 

Islam 4.7% 38 

Judaism 2.1% 17 

No answer 0.9% 7 
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No religion 48.3% 393 

Other  0.7% 6 

Yes, but did not specify 3.2% 26 

 

Participants were also asked if they had children, and if yes, how many. This question was seen 

as important because it was identified in the literature review and the interviews that people 

who had dependents appeared to be more likely to purchase personal insurance. The 

information about the number of children was used in the calculation of the need for personal 

insurance. The exact formula will be provided and discussed later in the chapter.  

 
The next section will provide a detailed discussion about demographics in association with 

PIC, PIL, PIH, PIN and PIS. 

 

7.5    Personal insurance confidence (PIC)  
 
The survey asked questions to ascertain respondents’ confidence towards insurance. First, the 

general description of results will be provided, followed by more detailed statistical analyses.  

 

General description of results under PIC 
 
This section examines participants’ confidence with personal insurance.  The first question was 

designed to understand if people thought they had a thorough understanding of various 

insurance products, such as Life insurance, TPD insurance, IP insurance, Trauma insurance, 

House/Building insurance, Contents insurances, Motor Vehicle insurance and Private Health 

insurance. It was important to identify which insurance types were more familiar to 

respondents. This question was asked because it was highlighted in the interviews that people 

appeared to be more familiar with general insurance products, such as House/Building and 

Contents insurance, Motor Vehicle insurance and Private Health insurance.  

 
Table 7.1 indicates that more people strongly disagreed or disagreed with the statement “I have 

a thorough understanding of…” when it came to personal insurance products compared to 

general insurance products. Thirty percent of respondents strongly disagreed or disagreed with 

having a thorough understanding of Life insurance. A larger percentage of respondents (33%) 

indicated that they did not have a thorough understanding of TPD insurance. For IP insurance, 

31.6 percent of respondents strongly disagreed or disagreed with having a thorough knowledge 

of this cover. Trauma insurance was the least familiar to respondents, with 35 percent 

indicating that they strongly disagreed or disagreed to having a thorough understanding about 

this cover. This suggests that respondents do not think that they have a good understanding of 

personal insurance policies, which was in line with the interview findings. General insurance 
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types were also examined. There were 4.3 percent of respondents who indicated that they 

strongly disagreed or disagreed with having a thorough understanding of House/Building 

insurance, whereas this was five percent for Contents insurance. Only 3.5 percent of 

respondents indicated that they strongly disagreed or disagreed with having a thorough 

understanding of Motor Vehicle insurance and 4.7 percent of respondents did not have a 

thorough understanding of Private Health insurance. These findings indicate that respondents 

appeared to be more confident with general insurance products compared to personal insurance.   

 
According to Table 7.1, 35.2 percent of respondents indicated that they strongly agreed or 

agreed with having a thorough understanding of Life insurance. TPD insurance was well 

understood by 30.7 percent of respondents. Thirty two percent of respondents indicated that 

they strongly agreed or agreed with having a thorough understanding of IP insurance. Trauma 

insurance was once again identified as the least understood insurance type with only 24.8 

percent of respondents stating that they had a thorough understanding of this personal insurance 

type. In contrast, 66 percent of respondents agreed or highly agreed that they had a thorough 

understanding of House/Building insurance. Contents insurance has also shown high level of 

understanding, with 62.6 percent of respondents stated that they agreed or highly agreed with 

having a thorough understanding. The highest level of understanding was shown in relation to 

Motor Vehicle insurance, with 76.9 percent of respondents agreeing or strongly agreeing with 

having a thorough understanding of this type of cover. Private Health insurance demonstrated 

a fairly high level of understanding, with 60 percent stating that they have a thorough 

understanding of this cover.  

 
In summary, it appears that respondents believed that they had a higher level of understanding 

of general insurance products. The highest perceived level of understanding was reported for 

Motor Vehicle insurance and the lowest was in relation to Contents insurance. Personal 

insurance policies showed a lower perceived understanding from the respondents. In this 

category, the highest level of perceived understanding was attributed to Life insurance (35.2 

percent) and the least level of perceived understanding was reported for Trauma insurance 

(24.8 percent). Overall, the highest level of confidence was evident for House/Building 

insurance and the lowest level was seen for Trauma insurance.  

 
This suggests that individuals consider that they were more familiar with general insurance 

compared to personal insurance, which is consistent with the interview findings. The difference 

in the level of confidence about their understanding might be explained by the fact that people 

are more familiar and see value in general insurance. It might also be explained by the fact that 
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people are more used to purchasing general insurance policies, and in some cases the purchase 

of general insurance is compulsory, such as when financing a house with a bank loan, 

House/Building insurance is a must. Also, they may have been more likely to have made a 

claim under general insurance policy, and such interaction could increase their confidence 

about what exactly it means and covers. 

 
Table 7.1 PIC Understanding  

I have a thorough understanding of: 

Answer 

Options 

Strongly 

Disagree 

Disagre

e 

Somewhat 

disagree 

Neutral Somewha

t agree 

Agree Strongly 

Agree 

Not    

sure 

Respon

se 

Count 

…life 

insurance 

151 93 49 100 123 181 103 7 807 

…total 

and 

permane

nt 

disability 

159 105 67 97 122 161 86 10 807 

…income 

protectio

n 

157 98 58 107 120 168 90 9 807 

…trauma 

cover 

164 118 69 121 123 132 68 12 807 

…house/ 

building 

insurance 

23 12 24 76 132 327 206 7 807 

…content

s 

insurance 

24 17 33 82 140 297 208 6 807 

…motor 

vehicle 

insurance 

16 12 9 34 110 331 290 5 807 

…private 

health 

insurance 

24 14 40 93 145 291 193 7 807 

 
1 2 3 4 5 6 7 

 

Answered question  807 

Skipped question  10 

Note: This table contains information about the perceived level of understanding about Life insurance, TPD insurance, IP insurance, Trauma 

insurance, House/Building insurance, Contents insurance, Motor Vehicle insurance and Private Health insurance.  
 
The second question was designed to understand if respondents thought they had/held adequate 

personal insurance policies (PIH). The findings (see Table 7.2) indicate that 34.5 percent of 

respondents either agreed or strongly agreed that they had an adequate Life insurance policy, 

29 percent either agreed or strongly agreed that they had adequate TPD insurance, 23.7 percent 

either agreed or strongly agreed with having an adequate IP coverage and 20.5 percent either 

agreed or strongly agreed that they had adequate Trauma insurance. According to Table 7.2, 

30 percent of respondents indicated that they strongly disagreed or disagreed with having 

adequate Life insurance. Higher percentage of respondents (31.5%) indicated that they did not 

have an adequate level of TPD insurance. In relation to IP insurance, this was 35 percent of 

respondents and there was 36.2 percent of respondents for Trauma insurance. 
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Table 7.2 PIC Adequacy     
Please indicate to what extent you agree with the following statements:  

Answer 

options 

Strongl

y 

disagre

e 

Disag

ree 

Somew

hat 

disagre

e 

Neutral Somewha

t agree 

Agree Strongly 

agree 

Not 

sure 

Not 

appli-

cable 

Res-

ponse 

count 

I have 

adequate 

life 

insurance 

182 54 25 82 41 179 94 54 79 790 

I have 

adequate 

total and 

permanent 

disability 

insurance 

187 62 28 87 43 151 79 55 98 790 

I have 

adequate 

income 

protection 

insurance 

219 59 29 61 35 121 66 16 184 790 

I have 

adequate 

trauma 

insurance 

223 63 30 68 24 97 65 23 197 790 

  1 2 3 4 5 6 7  

  

 Answered question 790 

 Skipped question 27 

Note: This table contains information about the level of perceived adequacy about having sufficient amount of Life insurance, TPD insurance, 
IP insurance and Trauma insurance.  

 

These results are consistent with previous findings and indicate that people in general may have 

more Life and TPD insurances, as these are provided by superannuation funds, and as a result 

there could be more information about those covers available to people. It also needs to be 

pointed out that 197 (25%) respondents replied as ‘not applicable’ to having adequate Trauma 

insurance.  

 
Overall, it appears for Life insurance there was consistency between confidence and having the 

cover, with 35 percent of respondents indicating that they strongly agreed or agreed with having 

a thorough understanding of Life insurance and 34.5 percent of respondents indicating that they 

either agreed or strongly agreed that they had an adequate Life insurance policy. Confidence 

levels for TPD insurance showed that 30.7 percent of respondents indicated that they strongly 

agreed or agreed with having a thorough understanding of this cover and 29 percent indicated 

that they either agreed or strongly agreed that they had adequate TPD insurance. This indicates 

that answers for both these questions are similar. Confidence levels for IP insurance showed 

that 32 percent strongly agreed or agreed with having a thorough understanding of this cover 

and 23.7 percent stated that they either agreed or strongly agreed with having an adequate IP 

coverage. This indicates that in respect of IP insurance there was no alignment between the two 
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questions. Confidence levels for Trauma insurance indicated that 24.8 percent of respondents 

thought they had a thorough understanding of this insurance type and 20.5 percent said that 

they either agreed or strongly agreed that they had adequate Trauma insurance. These findings, 

as with Life and TPD insurances, are largely consistent and indicate that the percentage of 

respondents who thought that they had a thorough knowledge about Trauma insurance also 

thought they had an adequate level of cover.  

 
Overall, results for PIC were consistent with findings from the literature and the interviews, 

which further suggested that people were generally confident about their understanding of 

personal insurance. Whether or not respondents in this survey were in fact overconfident will 

be examined later in this chapter, where PIC understanding will be compared with PIL scores, 

and PIC adequacy will be compared with PIH levels. In the next section statistical data in 

relation to demographic groups will be examined.  

 
Statistical analysis of Personal Insurance Confidence (PIC) 
 
The questions about PIC for further analysis were ‘I have a thorough understanding of Life 

insurance, Total and Permanent Disability insurance, Income Protection insurance, Trauma 

insurance, House/Building insurance, Contents insurance, Motor Vehicle insurance, Private 

Health insurance’ and ‘I have adequate Life insurance, Total and Permanent Disability 

insurance, Income Protection insurance and Trauma insurance’. Both questions were designed 

to ascertain participants’ confidence in relation to the above-mentioned insurances types; 

whether they thought they had a thorough understanding of those insurances, and if they 

thought they had adequate covers under each personal insurance type identified. It was 

demonstrated in the interviews with informed participants that they thought people believed 

they were adequately covered, however in reality, they often did not have the types of insurance 

they needed and were significantly underinsured even if they were insured.  

 
The data for these questions were statistically analysed with the following variables: 

employment status of the respondents, whether the respondent worked or did not work in a 

financial services industry, religion of the respondents, gender, age, education and income 

level.  

 
Personal insurance confidence (PIC) was assessed by calculating both PIC understanding and 

PIC adequacy scores. Kruskall Walis test and Mann Whitney test were used as the normality 

assumption was violated for the data (significance of KS test was <0.05). When there were two 

categories, Mann Whitney test was applied as it is the non-parametric counterpart of 
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independent samples t-test. The non-parametric counterpart of one-way ANOVA, Kruskall 

Walis test was used when there were more than two categories.  

 
Logistic regression is a statistical analysis model that is used to predict the probability of certain 

outcomes based on independent features. It gives a prediction function based on a sample. In 

this statistical model, the log of odds of the dependent variable is expressed as a linear 

combination of the independent variables. So logistic regression allows determining significant 

factors impacting the target variable and also the nature of the association. Logistic regression 

is thus an alternative to linear regression, based on the "logit" function, which is a ratio of the 

odds of success to the odds of failure. Therefore, nonlinear problems cannot be solved with 

logistic regression. Reliance on the assumption of linearity between the dependent variable and 

the independent variables is the main limitation of this analysis, because in the real world, the 

data is rarely linearly separable. Binary logistic regression was used for this analysis as there 

were two possible outcomes, either having the insurance or not having it.  

 
Logistic regression requires a large dataset, because the parameter estimation in logistic 

regression largely depends on having an adequate number of samples for each combination of 

independent variables. With smaller samples logistic models are vulnerable to overconfidence. 

That is, the models can appear to have more predictive power than they actually do as a result 

of sampling bias. Therefore, smaller samples can lead to inaccurate estimates of parameters. 

Therefore, it is important to take a sample of large size before deciding on logistic regression 

as the analysis method. 

 
Amid those weaknesses, binary logistic regression can still generate meaningful results for this 

data set as the intention of the analysis is to predict the odds of having or not having particular 

insurance based on a set of predictor variables. Most of the times socio-economic variables are 

categorical, rather than interval scale. Therefore, in many cases research focuses on models 

where the dependent variable is categorical like in this study. When there is a categorical 

variable as the dependent variable, logistic or logit transformation can be done to link the 

dependent variable to the set of explanatory variables. Therefore, binary logistic regression 

gives meaningful analysis. However, it’s important to be aware of the above-mentioned 

potential limitations in interpreting results. 

 
The sections below will report on the findings, which will be divided into sub-sections where 

the effects of each variable will be discussed in detail.  
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7.5.1    Employment status of the respondents  
 
Overall, people in different employment groups had significantly different understandings of 

Life insurance, TPD insurance, IP insurance, Trauma insurance, House/Building insurance, 

Contents insurance, Motor Vehicle insurance and Private Health insurance. It was further 

demonstrated that participants in different employment groups had significantly different belief 

about the adequacy of the insurance policies they held. More detailed discussion is conducted 

below.  

 
PIC understanding – employment status       
 
The first dependent variable21 was ‘I have a thorough understanding of Life insurance, Total 

and Permanent Disability insurance, Income Protection insurance, Trauma insurance, 

House/Building insurance, Contents insurance, Motor Vehicle insurance and Private Health 

insurance”.   

 
In this section the comparisons for personal and general insurance types between various 

employment groups will be considered. The maximum PIC understanding score was calculated 

to be 56, with the highest rate ‘7’ given to ‘strongly agree’ and the lowest ‘1’ given to ‘strongly 

disagree’ (see Table 7.1). Eight insurance types were considered, and if the respondent strongly 

agreed with all the statements for all insurance types, then he or she would get a score of 56 

(8x7). The score was calculated for each participant based on their responses to this question. 

Table 7.3 compares the overall PIC understanding score for participants belonging to various 

employment groups, with the highest PIC understanding scores (51-56) evident for retirees 

(25.3%), followed by self-employed individuals (22.2%), casual employees (16.7%) and full-

time workers (12.9%). Looking at the second highest PIC understanding score between 41-50, 

it can be seen that casual employees performed significantly better than other occupation 

categories. The lowest percentage of PIC understanding score of 51-56 was evident for 

‘Homemaker’ category (6.1%); however, they had a fairly high percentage (30.3%) under PIC 

41-50, which would also be considerably high. Even though students reported slightly higher 

percentage (7.7%) under PIC 51-56, their PIC score of the range between 41-50 was 3.8 

percent. Therefore, it could be concluded that students had the lowest level of PIC 

understanding.  

 

 

 
21 Please note: this dependent variable is the same for all demographics types, hence will not be repeated in the PIC understanding discussion 

in relation to other demographic groups, e.g., age, gender, whether or not the respondent worked in the financial services industry, education 
level, income level and religion.  
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Table 7.3 Overall PIC understanding scores for various employment groups  

Employment  PIC score 

0-10 

PIC score 

11-20 

PIC score 

21-30 

PIC score 

31-40 

PIC score 

41- 50 

PIC score 

51-56 

Full time (341) 5 (1.5%) 13 (3.8%) 67 (19.6%) 100 (29.3%) 112 (32.8%) 44 (12.9%) 

Part time (189) 6 (3.2%) 24 (12.7%) 42 (22.2%) 47 (24.9%) 52 (27.5%) 18 (9.5%) 

Casual (12) 0 (0%) 0 (0%) 0 (0%) 1 (8.3%) 9 (75%) 2 (16.7%) 

Self-employed (90) 1 (1.1%) 0 (0%) 12 (13.3%) 23 (25.6%) 34 (37.8%) 20 (22.2%) 

Homemaker (33) 2 (6.1%) 3 (9.1%) 7 (21.2%) 9 (27.2%) 10 (30.3%) 2 (6.1%) 

Unemployed (26) 6 (23.1%) 2 (7.7%) 1 (3.8%) 4 (15.4%) 10 (38.5%) 3 (11.5%) 

Retiree (95) 2 (2.1%) 5 (5.3%) 15 (15.8%) 6 (6.3%) 43 (45.3%) 24 (25.3%) 

Student (26) 3 (11.5%) 8 (30.8%) 6 (23.1%) 6 (23.1%) 1 (3.8%) 2 (7.7%) 

Note: This table contains information about the percentage of people in various employment groups belonging to a certain personal insurance 

confidence (PIC) understanding range. The highest PIC understanding scores (range from 41-50 and 51-56) were evident for casual employees 

and retirees, respectively.  

 

PIC adequacy – employment status  
 
This section will examine insurance confidence and employment with the dependent variable22 

‘I have adequate Life insurance, Total and Permanent disability insurance, Income Protection 

insurance and Trauma insurance’, which was designed to ascertain respondents’ confidence 

level in relation to them believing they had adequate personal insurance policies. The results 

discussed earlier in the chapter indicated that more respondents were confident about having 

adequate Life insurance.23  

Table 7.4 Overall PIC adequacy scores for various employment groups 

Employment PIC score 0-10 PIC score 11-20 PIC score 21-28 

Full time (341) 94 (27.6%) 104 (30.5%) 143 (41.9%) 

Part time (189) 100 (52.9%) 39 (20.6%) 50 (26.5%) 

Casual (12) 5 (41.7%) 2 (16.7%) 5 (41.7%) 

Self-employed (90) 19 (21.1%) 20 (22.2%) 51 (56.7%) 

Homemaker (33) 12 (36.4%) 9 (27.2%) 12 (36.4%) 

Unemployed (26) 11 (42.3%) 8 (30.8%) 7 (26.9%) 

Retiree (95) 37 (38.9%) 14 (14.7%) 44 (46.3%) 

Student (26) 18 (69.2%) 2 (7.7%) 6 (23.1%) 

Note: This table contains information about the percentage of people in various employment groups belonging to a certain personal insurance 

confidence (PIC) adequacy range. The highest PIC adequacy score (range from 21-28) was evident for self-employed people.  
 
Table 7.4 compares the overall PIC adequacy score for participants belonging to various 

employment groups, with the highest PIC adequacy scores evident for self-employed 

respondents (56.7%) and retirees (46.3%), following by full-time workers (41.9%) and casual 

employees (41.7%). The maximum PIC adequacy score was calculated to be 28, with the 

highest rate ‘7’ given to ‘strongly agree’ and the lowest ‘1’ given to ‘strongly disagree’ (see 

 
22 Please note: this dependent variable is the same for all demographics types, hence will not be repeated in the PIC adequacy discussion in 

relation to other demographic groups, e.g., age, gender, whether or not the respondent worked in the financial services industry, education 
level, income level and religion. 
23 34.5% of respondents indicated that they either agreed or strongly agreed that they had adequate life insurance, 29% indicated that they 

either agreed or strongly agreed that they had adequate TPD cover, 23.7% stated that they either agreed or strongly agreed with having adequate 
IP coverage and 20.5% said that they either agreed or strongly agreed that they had adequate trauma cover. 
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Table 7.2). This time only personal insurance types were considered (four of them), and if the 

respondent strongly agreed with all the statements for four types of personal insurance 

products, then he or she would get a score of 28 (4x7). The score was calculated for each 

participant based on their responses to PIC adequacy question.  

 

Kruskall Walis test was carried out to analyse the relationship between occupation and PIC 

understanding and PIC adequacy.  

 
Table 7.5 Kruskall Walis test analysis for the relationship between employment status 

and PIC understanding and PIC adequacy scores  

Employment  Frequency  PIC understanding PIC adequacy 

Mean value Mean rank  Significance  Mean value Mean rank  Significance  

Full time 341 38.39 412.17 KW test = 

66.512*** 

(df = 7) 

 

17.01 435.81 KW test = 

49.257*** 

(df = 7) 

 

Part time 189 34.78 349.28 12.60 331.20 

Casual 12 46.83 583.00 14.92 387.96 

Self 

Employed 

90 42.14 485.15 19.31 500.63 

Homemaker 33 34.48 340.00 14.85 386.29 

Unemployed 26 32.77 361.33 12.96 338.92 

Retired 95 41.61 492.67 15.94 417.84 

Student 26 25.12 193.75 10.46 289.52 

[Significant comparisons – PIC understanding] 

Student vs Full time*** 

Student vs Self-employed*** 

Student vs Retired*** 

Student vs Casual*** 

Homemaker vs Retired*  

Part time vs Self-employed*** 

Part time vs Retired***  

Part time vs Casual * 

[Significant comparisons – PIC adequacy] 

Student vs Self-employed * 

Part time vs Self-employed***  

Part time vs Full time***  
Note: This table contains information about the relationship between occupation and PIC understanding and PIC adequacy scores. The highest 
PIC understanding score was evident for casual employees and retirees. The highest PIC adequacy score was evident for self-employed 

respondents 
* p < 0.05, ** p < 0.01, *** p <0.001 
 
Occupation showed a significant association with PIC understanding score (KW test value = 

66.512, p < 0.001) and PIC adequacy score (KW test value = 49.257, p < 0.001). Casual 

occupation sector showed the highest level of mean PIC understanding score (46.83), while 

self-employed sector reported the highest level of mean PIC adequacy score (19.31). Students 

showed the lowest level of mean PIC understanding score (25.12) and the lowest level of mean 

PIC adequacy score (10.46). Pairwise comparisons were performed to elicit individual 

differences between each category. It was shown that there were significant differences 

between student vs full-time (p < 0.001), student vs self-employed (p < 0.001), student vs 

retired (p < 0.001), student vs casual (p < 0.001), homemaker vs retired (p = 0.044), part-time 
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vs self-employed (p < 0.01), part-time vs retired (p < 0.01) and part-time vs casual (p = 0.028) 

for PIC understanding scores. For PIC adequacy scores significant differences were noted 

between student vs self-employed (p = 0.002), part-time vs self-employed (p < 0.01) and part-

time vs full-time (p < 0.01). Those who worked casually reported the highest PIC 

understanding score (mean score = 583.00), while students reported the lowest score (mean 

rank = 193.75). For PIC adequacy, the highest score belonged to self-employed respondents 

(mean score = 500.63), and the lowest score was reported once again for students (mean score 

= 289.52). Pairwise comparisons had also shown that students significantly differed from most 

of the other categories. 

 
In summary, it could be suggested that the occupation type is an important factor when 

examining personal insurance confidence, both for understanding and adequacy. It was found 

that respondents who had the highest levels of confidence about having a thorough knowledge 

of various personal insurance types were casual employees and retirees. The highest PIC 

adequacy score was evident for self-employed respondents. The lowest levels of PIC 

understanding and PIC adequacy were reported for students. Later in this chapter the 

comparison will be made to see if those with the highest PIC understanding scores actually had 

high PIL scores, and if those with high PIC adequacy scores had a higher percentage of personal 

insurance policies.   

 

7.5.2    Worked/did not work in the financial services industry  
 
It could be suggested that people who either worked at the time of the survey or worked in the 

past in the financial services industry would have a higher understanding of Life insurance, 

TPD insurance, IP insurance, Trauma insurance, House/Building insurance, Contents 

insurance, Motor Vehicle insurance and Private Health insurance. This notion is examined in 

the section below.  

 
PIC understanding – worked/did not work in the financial services industry  
 
In this section the statistical comparisons for personal and general insurance types between 

participants who worked in the financial services industry and those who did not are 

considered. Table 7.6 demonstrates the highest PIC understanding score for respondents who 

worked in the financial services industry (42.6%), compared to those who did not (10.1%). As 

previously stated, the maximum PIC understanding score was calculated to be 56. Not 

surprisingly, people who worked in the financial industry had higher levels of confidence about 

their understanding of personal and general insurances.  
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Table 7.6 Overall PIC understanding scores for those who worked/did not work in the 

financial services industry  

Worked/did 

not work  

PIC score 0-

10 

PIC score 11-

20 

PIC score 21-

30 

PIC score 31-

40 

PIC score 41- 

50 

PIC score 51-

56           

Did not work 

(712) 

22 (3.1%) 53 (7.4%) 148 (20.8%) 184 (25.8%) 233 (32.7%) 72 (10.1%) 

Worked (101) 3 (2.9%) 2 (2%) 2 (2%) 12 (11.9%) 39 (38.6%) 43 (42.6%) 

Note: This table contains information about the percentage of people who worked and did not work in the financial services industry belonging 

to a certain personal insurance confidence (PIC) understanding range. The highest PIC understanding score (range from 51-56) was seen for 
people who worked in the financial services industry.  

 

PIC adequacy – worked/did not work in the financial services industry 
 

This section will describe statistical findings from the second question, which was designed to 

ascertain respondents’ confidence level in relation to them believing they had adequate 

personal insurance policies. Table 7.7 compares the overall PIC adequacy score for participants 

who worked and those who did not work in the financial services industry. From Table 7.7 it 

can be seen that 51.5 percent of respondents who worked in the financial services industry 

strongly believed that they had adequate personal insurance covers, whereas only 37.4 percent 

of those respondents who did not work in the financial services industry thought they had 

adequate personal insurance policies. It could be concluded that participants with experience 

in the financial services industry had significantly higher belief about the adequacy of the 

insurance policies they held. As previously stated, the maximum PIC adequacy score was 

calculated to be 28. Similar to PIC understanding, the results indicate that respondents who 

work in the financial industry have higher levels of confidence about holding sufficient 

personal insurance policies. Accordingly, when analysing the results of this survey it may be 

important to separate those with work experience in the financial services industry from the 

rest of the sample as they could have higher levels of understanding compared to the rest of the 

population.   

  
Table 7.7 Overall PIC adequacy scores for those who worked/did not work in the financial 

services industry 

Worked/did not work  PIC score 0-10 PIC score 11-20 PIC score 21-28 

Did not work (712) 273 (38.3%) 173 (24.3%) 266 (37.4%) 

Worked (101) 24 (23.8%) 25 (24.7%) 52 (51.5%) 

Note: This table contains information about the percentage of people who worked and did not work in the financial industry belonging to a 

certain personal insurance confidence (PIC) adequacy range. The highest PIC adequacy score (range from 21-28) was seen for people who 
worked in the financial industry.  
 
More analyses were carried out to analyse the relationship between ‘working in the financial 

services industry’ and PIC understanding and PIC adequacy. In comparing with those who 

have not worked in the financial services industry, those who worked reported a higher level 

of PIC understanding (4.76 vs 2.99) and the difference was statistically significant (MW U test 
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value = 16874.500, p < 0.001). Similarly, those who worked in the financial services industry 

also reported a higher level of PIC adequacy score (18.48 vs 15.24) and the difference was 

statistically significant (MW U test value = 28534.500, p = 0.001). Both PIC understanding 

and PIC adequacy scores were significantly higher among those who worked in the financial 

service industry. This reaffirms that a higher degree of awareness among subjects who worked 

in the financial services industry was an important factor in the decision-making process when 

purchasing personal insurance policies.  

 
Table 7.8 Mann Whitney test analysis for the relationship between worked/did not work 

in the financial service industry and PIC understanding and PIC adequacy scores 

Worked/

did not 

work 

Frequ

ency  

PIC understanding PIC adequacy 

Mean value Mean rank Significance Mean value Mean rank Significance 

Did not 

work  

712 36.48 2.99 MW U test 

value = 

16874.5*** 

 

 

15.24 383.24 MW U test 

value = 

28534.5*** 

 

 

Worked  101 46.38 4.76 18.48 570.23 

Note: This table contains information about the relationship between working in the financial services industry and PIC understanding and 
PIC adequacy scores. It is evident from the table that respondents who worked in the financial services industry had higher levels of PIC 

understanding and PIC adequacy compared to those who did not.   
* p < 0.05, ** p < 0.01, *** p <0.001 
 

Overall, it could be suggested that survey findings indicate that people who worked in the 

financial services industry have higher levels of PIC understanding and PIC adequacy. This is 

not surprising, as those respondents would have more knowledge about personal insurance 

products and understand the importance of an adequate coverage. As with the previous 

variable, further analyses will be conducted to ascertain if the high PIC understanding and PIC 

adequacy levels would result in a high personal insurance literacy level and would have higher 

actual uptake of personal insurance policies compared to those who did not work in the 

financial services industry.  

 

7.5.3    Religion of the respondents  
 
After completing analyses, people in different religious groups did have some differences in 

understanding of Life insurance, TPD insurance, IP insurance and Trauma insurance. However, 

there was no significant statistical difference in understanding of House/Building insurance, 

Contents insurance, Motor Vehicle insurance and Private Health insurance. It was further 

established that participants in different religious groups did not have significantly different 

belief about the adequacy of the insurance policies they held.  
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PIC understanding – religion 
 
In this section the statistical comparisons for personal and general insurance types between 

participants who belonged to different religious beliefs or lack of them, are considered. Table 

7.9 illustrates that the highest PIC understanding score was evident for respondents who stated 

that they belonged to a religion but did not specify which one (50%). The second highest PIC 

understanding score was for respondents who did not have a religion.24 ‘No religion’ group 

included people who stated that they did not belong to any religious group, atheists, and 

agnostics.25 

 
Table 7.9 Overall PIC understanding scores for various religious groups 

Religion PIC score 

0-10 

PIC score 

11-20 

PIC score 

21-30 

PIC score 

31-40 

PIC score 

41- 50 

PIC score 

51-56 

Buddhism (9) 0 (0%) 1 (11.1%) 2 (22.2%) 3 (33.3%) 3 (33.3%) 0 (0%) 

Christianity (300) 7 (2.3%) 19 (6.3%) 57 (19%) 76 (25.3%) 108 (36%) 33 (11%) 

Hinduism (17) 0 (0%) 2 (11.8%) 3 (17.6%) 7 (41.2%) 4 (23.5%) 1 (5.9%) 

Islam (38) 2 (5.3%) 3 (7.9%) 13 (34.2%) 10 (26.3%) 9 (23.7%) 1 (2.6%) 

Judaism (17) 0 (0%) 2 (11.8%) 2 (11.8%) 7 (41.2%) 6 (35.3%) 0 (0%) 

No answer (7)26 3 (42.9%) 0 (0%) 1 (14.3%) 1 (14.3%) 1 (14.3%) 1 (14.3%) 

No religion (393) 12 (3.1%) 27 (6.9%) 67 (17%) 86 (21.9%) 135 (34.4%) 66 (16.8%) 

Other (6) 0 (0%) 1 (16.7%) 3 (50%) 1 (16.7%) 1 (16.7%) 0 (0%) 

Yes, but did not specify (26) 1 (3.8%) 0 (0%) 2 (7.7%) 5 (19.2%) 5 (19.2%) 13 (50%) 

Note: This table contains information about the percentage of people who represented various religious views belonging to a certain personal 

insurance confidence (PIC) understanding range. The highest PIC understanding score (range from 51-56) was recorded for people who 
belonged to some religion but did not specify which one.   

 

PIC adequacy – religion 
 
This section describes the findings from the second question, which was designed to ascertain 

respondents’ confidence level in relation to them believing they had adequate personal 

insurance policies. Table 7.10 compares the overall PIC adequacy score for participants who 

belonged to different religious groups or did not practice any religion. From Table 7.10 it can 

be seen that 50 percent of Muslims and those who had a religion but did not specify which one 

had the highest PIC adequacy levels. However, other groups, with the exception of a few, also 

had fairly high PIC adequacy scores. Therefore, it appears that most of the respondents were 

confident that they held an adequate personal insurance coverage.27  

 

 

 

 
24 As previously stated, the maximum PIC score was calculated to be 56. 
25 ‘Other’ group consisted of: one Rastafarian, three Sikhs and two Bahais.   
26 Total number of respondents who did not answer question about their religious views ‘no answer’ was 11, but four out of them did not 

provide an answer to PIC understanding questions.  
27 As previously stated, the maximum PIC adequacy score was calculated to be 28 and it was calculated for each participant based on their 
responses to this question. 
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Table 7.10 Overall PIC adequacy scores for various religious groups 

Religion PIC score 0-10 PIC score 11-20 PIC score 21-28 

Buddhism (9) 5 (55.6%) 2 (22.2%) 2 (22.2%) 

Christianity (300) 102 (34%) 70 (23.3%) 128 (42.7%) 

Hinduism (17) 6 (35.3%) 4 (23.5%) 7 (41.2%) 

Islam (38)  11 (28.9%) 8 (21.1%) 19 (50%) 

Judaism (17) 7 (41.2%) 3 (17.6%) 7 (41.2%) 

No answer (7)28 4 (57.1%) 0 (0%) 3 (42.9%) 

No religion (393) 151 (38.4%) 104 (26.5%) 138 (35.1%) 

Other (6) 4 (66.7%) 1 (16.7%) 1 (16.7%) 

Yes, but did not specify (26) 7 (26.9%) 6 (23.1%) 13 (50%) 

Note: This table contains information about the percentage of people who represented various religious views belonging to a certain personal 

insurance confidence (PIC) adequacy range. The highest PIC adequacy score (range from 21-28) was seen for people who had a religion but 
did not specify which one and Muslims.   

 

Kruskall Walis test was performed to analyse the relationship between religion and PIC 

understanding and PIC adequacy.  

 
Table 7.11 Kruskall Walis test analysis for the relationship between religion and PIC 

understanding and PIC adequacy scores  

Religion 

 

Frequency PIC understanding PIC adequacy 

Mean 

value 

Mean 

rank 

Significance Mean 

value 

Mean 

rank 

Significance 

Buddhism 9 32.78 301.11 KW test =  

28.656*** 

(df = 8) 

 

12.00 327.89 KW test =  

12.334*** 

(df = 8) 

  

Christianity  300 37.72 401.74 16.48 428.63 

Hinduism  17 35.18 337.76 17.41 453.50 

Islam  38 31.76 294.63 17.05 445.57 

Judaism 17 36.47 358.12 16.59 441.18 

No answer 11 23.71 272.00 11.43 319.50 

No religion 393 38.57 426.62 14.92 387.36 

Other 6 29.17 222.17 9.17 254.17 

Yes, but did not 

specify 

26 43.23 528.15 17.19 431.48 

[Significant comparisons – PIC understanding] 

Yes, but not specified vs Other*** 

Yes, but not specified vs Not answered** 

Note: This table contains information about the relationship between religion and PIC understanding and PIC adequacy scores. It is evident 

that ‘Yes, but did not specify’ religious group had the highest PIC understanding score. The highest PIC adequacy score was evident for 
Hinduism 
* p < 0.05, ** p < 0.01, *** p <0.001 
 

Religion showed a significant association with PIC understanding score (KW test value = 

28.656, p < 0.001), however PIC adequacy score did not show a significant association (KW 

test value = 12.334, p = 0.137). ‘Yes, but did not specify’ group showed the highest level of 

mean PIC understanding score (mean rank = 528.15) and the ‘other’ category showed the 

lowest level of mean PIC understanding score (mean rank = 222.17). Pairwise comparisons 

were performed to elicit individual differences between each category. It had shown there were 

 
28 Total number of respondents who did not answer question about their religious views ‘no answer’ was 11, but four out of them did not 
provide an answer to PIC adequacy questions. 
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significant differences between ‘Yes, but did not specify’ vs ‘Other’ (p < 0.001) and ‘Yes, but 

did not specify’ vs ‘No answer’ (p = 0.008) groups for PIC understanding scores.  

 
It could be concluded that religion was a significant factor in relation to PIC understanding, 

with only one group ‘Yes, but did not specify’ showing a statistically significant difference 

with other groups, which means they were confident about their understanding of personal 

insurance products, while others were not very confident. PIC adequacy scores were similar 

for most religious types with the exception of a few, and therefore, did not show a statistical 

significance. Overall, it appears that most respondents were fairly confident about holding an 

adequate personal insurance coverage, regardless of their religious beliefs.  

 

7.5.4    Gender of the respondents  
 
After completing statistical analyses, there appears to be no significant difference between 

males and females when it comes to their understanding of various personal and general 

insurance types. However, there were significant differences for males and females when it 

came to their belief about the adequacy of the insurance policies they held. A more detailed 

discussion is conducted below. 

 
PIC understanding – gender 
 
In this section the comparisons for personal and general insurance types between males and 

females are considered. Table 7.12 demonstrates that there is no statistically significant 

difference between males and females and their understanding of personal and general 

insurance types, which meant that they had a similar level of perceived understanding (15.3% 

and 13.1%, respectively).   

 
Table 7.12 Overall PIC understanding scores for gender 

Gender PIC score 0-

10 

PIC score 11-

20 

PIC score 21-

30 

PIC score 31-

40 

PIC score 41- 

50 

PIC score 51-

56 

Males (392) 13 (3.3%) 21 (5.4%) 82 (20.9%) 90 (23%) 126 (32.1%) 60 (15.3%) 

Females 

(420) 

11 (2.6%) 34 (8.1%) 68 (16.2%) 106 (25.2%) 146 (34.8%) 55 (13.1%) 

Note: This table contains information about the percentage of males and females belonging to a certain personal insurance confidence (PIC) 

understanding range. The highest PIC understanding score (range from 51-56) was evident for males.    

 

PIC adequacy – gender 
 
This section describes statistical findings from the second question, which was designed to 

ascertain respondents’ confidence level in relation to them believing they had adequate 

personal insurance policies. Table 7.13 compares the overall PIC adequacy score for males and 

females, and it could be concluded that a significant difference is evident between males and 
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females. Males seem to have higher levels of confidence that they hold adequate personal 

insurance policies.  

 
Table 7.13 Overall PIC adequacy scores for gender 

Gender PIC score 0-10 PIC score 11-20 PIC score 21-28 

Males (392) 126 (32.1%) 84 (21.4%) 182 (46.4%) 

Females (420) 170 (40.5%) 114 (27.1%) 136 (32.4%) 

Note: This table contains information about the percentage of males and females belonging to a certain personal insurance confidence (PIC) 

adequacy range. The highest PIC adequacy score (range from 21-28) was evident for males.    
 

Kruskall Walis test was conducted to analyse the relationship between gender and PIC 

understanding and PIC adequacy. Gender did not show a significant association with PIC 

understanding score (MW U test value = 81585.000, p = 0.875). However, in comparison with 

females, males reported a higher level of PIC adequacy (16.84 vs 14.55) and the difference was 

statistically significant (MW U test value = 69543.000, p < 0.001). Males reported a higher 

score for PIC adequacy only, as PIC understanding score did not show any gender related 

variation. It appears that males were more confident that they had a more adequate level of 

personal insurance. However, the level of confidence that males recorded was not significantly 

higher compared to females.  

 
Table 7.14 Mann Whitney test analysis for the relationship between gender and PIC 

understanding and PIC adequacy scores 

Gender Frequency  PIC understanding PIC adequacy 

Mean value  Mean rank  Significance  Mean value Mean rank  Significance 

Male 392 37.76 407.34 MW U test 

value =  

81585.0*** 

 

16.84 438.14 MW U test 

value =  

69543.0*** 

 

 

Female 420 37.73 404.75 14.55 376.08 

Note: This table contains information about the relationship between gender and PIC understanding and PIC adequacy scores. It is evident 

that males had higher levels of PIC understanding and PIC adequacy.  
* p < 0.05, ** p < 0.01, *** p <0.001 
 
It appears that gender is not a significant factor in relation to PIC understanding, with both 

males and females having similar perceived understanding about insurance products. This, of 

course, could be different to the actual personal insurance literacy levels, which will be 

examined later in the chapter. PIC adequacy was different for males and females, with males 

being more confident about having adequate personal insurance policies. As with PIC 

understanding, the actual adequacy of their coverage may be different to the perceived 

adequacy, which will also be examined later in the chapter. 
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7.5.5    Age of the respondents  
 
After completing statistical analyses, it appears that there was a significant difference found in 

PIC understanding and PIC adequacy for people in different age groups, where, on average, 

older participants displayed more confidence. 

 
PIC understanding – age groups 
 
In this section the statistical comparisons for personal and general insurance types between 

participants who belonged to different age groups is considered. Table 7.15 demonstrates that 

the highest PIC understanding score was for respondents who were 65 and above (22.5%) and 

for the 55-64 age group (19.4%). It is also evident that for PIC scores between 41-50 the highest 

performer was the 55-64 age group (49.2%). From the data below it can be seen that people 

between 55-64 years of age and over the age of 65 thought they had a good understanding of 

personal and general insurances. The lowest level of PIC understanding was reported for the 

18-24 age group. These results will be compared to their actual level of literacy (PIL scores).29 

 
Table 7.15 Overall PIC understanding scores for various age groups 

Age 

group 

PIC score 0-

10 

PIC score 11-

20 

PIC score 21-

30 

PIC score 31-

40 

PIC score 41- 

50 

PIC score 51-

56 

18-24 

(103) 

8 (7.8%) 28 (27.2%) 34 (33%) 20 (19.4%) 12 (11.7%) 1 (1%) 

25-34 

(174) 

6 (3.4%) 11 (6.3%) 39 (22.4%) 50 (28.7%) 41 (23.6%) 27 (15.5%) 

35-44 

(181) 

5 (2.8%) 4 (2.2%) 25 (13.8%) 57 (31.5%) 69 (38.1%) 21 (11.6%) 

45-54 

(129) 

2 (1.6%) 4 (3.1%) 22 (17.1%) 42 (32.6%) 40 (31%) 19 (14.7%) 

55-64 

(124) 

1 (0.8%) 2 (1.6%) 15 (12.1%) 21 (16.9%) 61 (49.2%) 24 (19.4%) 

65 and 

above 

(102) 

3 (2.9%) 6 (5.9%) 15 (14.7%) 6 (5.9%) 49 (48%) 23 (22.5%) 

Note: This table contains information about the percentage of people belonging to different age groups and falling in a certain personal 
insurance confidence (PIC) understanding range. The highest PIC understanding score (range from 51-56) was evident for participants aged 

65 and above and the 55-64 age group.    

 

PIC adequacy – age groups 
 
This section describes the findings from the second question, which was designed to ascertain 

respondents’ confidence level in relation to them believing they had adequate personal 

insurance policies. Table 7.16 compares the overall PIC adequacy score for various age groups, 

and it could be seen that respondents from the 45-54 age group had the highest PIC score 

(51.2%), which was significantly higher than other age groups, followed by the 65 and above 

 
29 As stated previously, the maximum PIC score was calculated to be 56, and the score was calculated for each participant based on their 
responses to this question.   
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age group (45.1%) and the 35-44 age group (44.8%). As for PIC understanding, the lowest 

level of PIC adequacy was evident for the 18-24 age group. A significant difference in PIC 

scores was evident between various age groups. 

 
Table 7.16 Overall PIC adequacy scores for various age groups 

Age group PIC score 0-10 PIC score 11-20 PIC score 21-28 

18-24 (103) 73 (70.9%) 10 (9.7%) 20 (19.4%) 

25-34 (174) 72 (41.4%) 49 (28.2%) 53 (30.5%) 

35-44 (181) 50 (27.6%) 50 (27.6%) 81 (44.8%) 

45-54 (129) 31 (24%) 32 (24.8%) 66 (51.2%) 

55-64 (124) 34 (27.4%) 38 (30.6%) 52 (41.9%) 

65 and above (102) 37 (36.3%) 19 (18.6%) 46 (45.1%) 

Note: This table contains information about the percentage of people belonging to different age groups and falling in a certain personal 

insurance confidence (PIC) adequacy range. The highest PIC adequacy score (range from 21-28) was evident for participants aged 45-54.     

 

The relationship between age groups and PIC understanding and PIC adequacy was also 

analysed with Kruskall Walis test. Age group demonstrated a significant association with PIC 

understanding score (KW test value = 124.315, p < 0.001) and PIC adequacy score (KW test 

value = 55.935, p < 0.001). The 55-64 age group showed the highest level of mean PIC 

understanding score (42.80) and the 45-54 age group reported the highest level of mean PIC 

adequacy score (18.33). However, the 18-24 age group indicated both the lowest level of mean 

PIC understanding score (25.75) and the lowest level of mean PIC adequacy score (9.80). 

Pairwise comparisons were performed to elicit individual differences between each category. 

It showed that there were significant differences between the 18-24 vs 25-34 (p < 0.001), the 

18-24 vs 35-44 (p < 0.001), the 18-24 vs 45-54 (p < 0.001), the 18-24 vs 55-64 (p < 0.001), the 

18-24 vs >65 (p < 0.001), the 25-44 vs 55-64 (p < 0.001) and the 25-44 vs > 65 (p = 0.003) age 

groups for PIC understanding scores. For PIC adequacy scores significant differences were 

noted between the 18-24 vs 25-34 (p = 0.023), the 18-24 vs 35-44 (p < 0.001), the 18-24 vs 45-

54 (p < 0.001), the 18-24 vs 55-64 (p < 0.001), the 18-24 vs >65 (p < 0.001), the 25-44 vs 35-

44 (p = 0.035) and the 25-44 vs 45-54 (p = 0.001) age groups. With regard to the PIC 

understanding, the 55-64 age category reported the highest score (mean rank = 502.71) and the 

second highest score was reported for people aged 65 and above (mean rank = 489.53), while 

the 18-24 group showed the lowest value (mean rank = 192.02). For PIC adequacy the 45-54 

age category reported the highest score (mean rank = 471.38), while the 18-24 group showed 

the lowest value (mean rank = 273.91). It appears that middle aged and older respondents are 

more likely to be confident compared to younger respondents, who reported lower PIC values. 

Pairwise comparisons reaffirmed these associations.  
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Table 7.17 Kruskall Walis test analysis for the relationship between age groups and PIC 

understanding and PIC adequacy scores 

Age 

group 

 

Frequency PIC understanding PIC adequacy 

Mean value Mean rank Significance Mean value Mean rank Significance 

18-24 103 25.75 192.02 KW test = 

124.315*** 

(df = 5) 

 

9.80 273.91 KW test = 

55.935*** 

df = 5 

 

25-34 174 36.45 380.70 14.09 365.53 

35-44 181 39.10 426.37 17.18 440.82 

45-54 129 39.29 427.29 18.33 471.38 

55-64 124 42.80 502.71 17.12 438.03 

65 and 

above 

102 41.33 489.53 16.28 429.30 

[Significant comparisons – PIC understanding] 

18-24 vs 25-34*** 

18-24 vs 35-44*** 

18-24 vs 45-54*** 

18-24 vs 55-64*** 

18-24 vs >65*** 

25-44 vs 55-64*** 

25-44 vs >65** 

[Significant comparisons – PIC adequacy] 

18-24 vs 25-34* 

18-24 vs 35-44*** 

18-24 vs 45-54*** 

18-24 vs 55-64*** 

18-24 vs >65*** 

25-44 vs 35-44* 

25-44 vs 45-54*** 
Note: This table contains information about the relationship between age groups and PIC understanding and PIC adequacy scores. The highest 
PIC understanding scores were evident for the 55-64 and 65 and above age groups. The highest PIC adequacy scores were evident for the 45-

54 age group.    
* p < 0.05, ** p < 0.01, *** p <0.001 
 
It can be summarised that the highest PIC understanding scores were evident for the 55-64 and 

65 and above age groups. The lowest levels of PIC understanding and PIC adequacy were 

evident for the 18-24 age groups. The highest PIC adequacy scores were seen for the 45-54 age 

group. Later in the chapter the actual levels of personal insurance literacy will be calculated 

and compared to the PIC understanding scores. The same analyses will be carried out for the 

actual personal insurance held by the different age groups and compared to the PIC adequacy 

scores.  

 

7.5.6    Education level of the respondents  
 
After completing statistical analyses, it appears that people in different education levels have 

significantly different understandings about Life insurance, TPD insurance, IP insurance, 

Trauma insurance, House/Building insurance, Contents insurance, Motor Vehicle insurance 

and Private Health insurance. It was further established that participants in different education 

groups have significantly different belief about the adequacy of the insurance policies they 

held.  
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PIC understanding – education level 
 
In relation to education and understanding of insurance, in this section the statistical 

comparisons for personal and general insurance types between participants who belonged to 

different education groups are considered. Table 7.18 demonstrates that the highest PIC 

understanding score was evident for respondents who held a postgraduate qualification 

(22.3%), followed by respondents who had a bachelor degree (15.2%). This could mean that 

people with higher levels of education were more confident. However, it needs to be pointed 

out that people with Year 10 education had higher PIC understanding level compared to Year 

12 and TAFE graduates, which meant they had a higher level of confidence in understanding 

personal and general insurances. However, PIC scores between 41-50 for TAFE graduates were 

higher (38.2%) compared to Year 10 (25%), with Year 12 graduates still exhibiting the lowest 

scores (11%).30  

 
Table 7.18 Overall PIC understanding scores for various education levels 

Education 

level 

PIC score 0-

10 

PIC score 11-

20 

PIC score 21-

30 

PIC score 31-

40 

PIC score 41- 

50 

PIC score 51-

56 

Year 10 (36) 1 (2.8%) 7 (19.4%) 7 (19.4%) 7 (19.4%) 9 (25%) 5 (13.9%) 

Year 12 (181) 11 (6.1%) 28 (15.5%) 71 (39.2%) 38 (21%) 20 (11%) 13 (7.2%) 

TAFE (165) 2 (1.2%) 9 (5.5%) 30 (18.2%) 40 (24.2%) 63 (38.2%) 21 (12.7%) 

Bachelor 

degree (270) 

7 (2.6%) 6 (2.2%) 30 (11.1%) 72 (26.7%) 114 (42.2%) 41 (15.2%) 

Postgraduate 

(157) 

4 (2.5%) 5 (3.2%) 11 (7%) 39 (24.8%) 63 (40.1%) 35 (22.3%) 

Note: This table contains information about the percentage of people belonging to different education groups and falling in a certain personal 
insurance confidence (PIC) understanding range. The highest PIC understanding score (range from 51-56) was evident for participants who 

held a postgraduate degree.    

 

PIC adequacy – education level 
 
Table 7.19 compares the overall PIC adequacy score for various education groups, and it can 

be seen that respondents with higher levels of education were more confident about having 

adequate levels of personal insurance policies, with postgraduate degree being 49 percent and 

bachelor degree being 46.3 percent. Unlike for PIC understanding, Year 10 graduates showed 

the lowest level of PIC adequacy. Higher level of PIC understanding compared to PIC 

adequacy could mean that they thought they possessed a good understanding about insurances, 

however, did not think they had adequate personal insurance policies in place. This would be 

interesting to compare to the actual PIL and PIH levels. For PIC between 11-20 the highest 

score was evident for Year 10 graduates. A significant difference in PIC scores (both 

 
30 As stated previously, the maximum PIC understanding score was calculated to be 56, and the score was calculated for each participant based 
on their responses to this question.   
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understanding and adequacy) was evident between various education groups, with respondents 

possessing higher levels of education generally exhibiting more confidence.  

 
Table 7.19 Overall PIC adequacy scores for various education levels 

Education level PIC score 0-10 PIC score 11-20 PIC score 21-28 

Year 10 (36) 17 (47.2%) 12 (33.3%) 7 (19.4%) 

Year 12 (181) 115 (63.5%) 21 (11.6%) 45 (24.9%) 

TAFE (165) 70 (42.4%) 33 (20%) 62 (37.6%) 

Bachelor degree (270) 58 (21.5%) 87 (32.2%) 125 (46.3%) 

Postgraduate (157) 36 (22.9%) 44 (28%) 77 (49%) 

Note: This table contains information about the percentage of people belonging to different education groups and falling in a certain personal 

insurance confidence (PIC) adequacy range. The highest PIC adequate score (range from 21-28) was evident for participants who held a 

postgraduate degree.   
  
Kruskall Walis test was performed to analyse the relationship between education levels and 

PIC understanding and PIC adequacy.  

 
Table 7.20 Kruskall Walis test analysis for the relationship between education levels and 

PIC understanding and PIC adequacy scores  

Education level  Frequency PIC understanding PIC adequacy 

Mean 

value 

Mean 

rank 

Significance Mean 

value 

Mean 

rank 

Significance 

Year 10 36 34.81 354.06 KW test = 

120.453*** 

df = 4 

 

12.67 319.65 KW test = 

71.597*** 

df = 4 

 

Year 12 181 29.20 248.29 11.02 296.30 

TAFE 165 38.44 410.05 15.04 392.92 

Bachelor 

degree 

270 40.93 466.05 17.94 455.65 

Postgraduate 157 41.86 484.86 18.32 473.24 

[Significant comparisons – PIC understanding] 

Year 12 vs TAFE*** 

Year 12 vs Bachelor degree *** 

Year 12 vs Postgraduate*** 

Year 10 vs Postgraduate* 

[Significant comparisons – PIC adequacy] 

Year 12 vs TAFE*** 

Year 12 vs Bachelor degree*** 

Year 12 vs Postgraduate *** 

Year 10 vs Bachelor degree* 

Year 10 vs Postgraduate** 

TAFE vs Postgraduate* 
Note: This table contains information about the relationship between education and PIC understanding and PIC adequacy scores. It is evident 

that postgraduate respondents had the highest PIC understanding and PIC adequacy levels.  
* p < 0.05, ** p < 0.01, *** p <0.001 
 
Education level showed a significant association with PIC understanding score (KW test value 

= 120.453, p < 0.001) and PIC adequacy score (KW test value = 71.597, p < 0.001). The 

postgraduate group showed both the highest level of mean PIC understanding score (41.86) 

and the highest level of mean PIC adequacy score (18.32). Similarly, Year 12 group reported 

both the lowest level of mean PIC understanding score (29.20) and the lowest level of mean 

PIC adequacy score (11.02). Pairwise comparisons were performed to elicit individual 

differences between each category. It showed there were significant differences between Year 
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12 vs TAFE (p < 0.001), Year 12 vs bachelor degree (p < 0.001), Year 12 vs postgraduate (p < 

0.001) and Year 10 vs postgraduate (p = 0.036) for PIC understanding scores. For PIC 

adequacy scores significant differences were noted between Year 12 vs TAFE (p < 0.001), 

Year 12 vs bachelor degree (p < 0.001), Year 12 vs postgraduate (p < 0.001), Year 10 vs 

bachelor degree (p = 0.014), Year 10 vs postgraduate (p = 0.005) and TAFE vs postgraduate 

(p = 0.028). Both PIC understanding and PIC adequacy were positively correlated with the 

level of education, as the highest education category (postgraduate level) reported the highest 

values for both scores (mean rank = 484.86, 473.24). ‘Year 12’ category indicated the lowest 

values (mean rank = 248.29, 296.30). Pairwise comparisons also showed that both postgraduate 

and Year 12 categories significantly differed from most of the other categories.  

 

The above analyses demonstrates that respondents who held a postgraduate degree had the 

highest levels of PIC understanding and adequacy scores, which means they were confident 

about their knowledge of various insurance types and were confident that they held adequate 

levels of personal insurance policies. As with other demographic groups, the PIC levels for 

understanding and adequacy for education groups will be later compared with PIL and PIH 

levels. 

 

7.5.7    Income level of the respondents  
 
After completing analyses, it appears that people in different income levels have significantly 

different understanding about Life insurance, TPD insurance, IP insurance, Trauma insurance, 

House/Building insurance, Contents insurance, Motor Vehicle insurance and Private Health 

insurance. Furthermore, participants in different income groups have significantly different 

belief about the adequacy of the personal insurance policies they held. A more detailed 

discussion will be conducted below. For clarity purposes it needs to be explained how the 

income levels were arrived at. To make it convenient for statistical analyses, the first number 

$9,100 was calculated as half way between $0 and $18,200. The second number $27,600 was 

half way between $18,201 and $37,000. The third number $58,500 was half way between 

$37,001 and $80,000. The fourth number $130,000 was half way between $80,001 and 

$180,000. The fifth number $180,000 was just an indication of those who earned $180,001 and 

above. Note these overall income brackets relate to the income brackets used to calculate 

Australian residents’ income tax liability.  
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PIC understanding – income level 
 
In relation to insurance understanding and income, in this section the statistical comparisons 

for personal and general insurance types between participants who belonged to different 

income groups are considered. Table 7.21 demonstrates that the highest PIC understanding 

score was evident for respondents whose yearly income was $180,000 and above and the lowest 

PIC score belonged to respondents with the income of $0 - $18,200 ($9,100) per annum. This 

could mean that people with higher levels of income were more confident.31  

 
Table 7.21 Overall PIC understanding scores for various income levels 

Income Level PIC score 0-

10 

PIC score 11-

20 

PIC score 21-

30 

PIC score 31-

40 

PIC score 41- 

50 

PIC score 51-

56 

$9,100 (98) 10 (10.2%) 16 (16.3%) 17 (17.3%) 22 (22.4%) 27 (27.6%) 6 (6.1%) 

$27,600 (145) 4 (2.8%) 15 (10.3%) 36 (24.8%) 24 (16.6%) 50 (34.5%) 16 (11%) 

$58,500 (305) 7 (2.3%) 22 (7.2%) 69 (22.6%) 73 (23.9%) 90 (29.5%) 44 (14.4%) 

$130,000 

(226) 

0 (0%) 1 (0.4%) 28 (12.4%) 67 (29.6%) 91 (40.3%) 39 (17.3%) 

$180,000 (35) 1 (2.9%) 1 (2.9%) 0 (0%) 9 (25.7%) 14 (40%) 10 (28.6%) 

Note: This table contains information about the percentage of people belonging to different income groups and falling in a certain personal 

insurance confidence (PIC) understanding range. The highest PIC understanding score (range from 51-56) was evident for participants who 
were on a salary of $180,000 and above. 

 

PIC adequacy – income level 
 
This section describes statistical findings from the second question, which was designed to 

ascertain respondents’ confidence level in relation to them believing they had adequate 

personal insurance policies.  

 
Table 7.22 Overall PIC adequacy scores for various income levels 

Income Level PIC score 0-10 PIC score 11-20 PIC score 21-30 

$9,100 (98) 49 (50%) 23 (23.5%) 26 (26.5%) 

$27,600 (145) 89 (61.4%) 22 (15.2%) 34 (23.4%) 

$58,500 (305)  114 (37.4%) 83 (27.2%) 108 (35.4%) 

$130,000 (226) 39 (17.3%) 65 (28.8%) 122 (54%) 

$180,000 (35) 2 (5.7%) 5 (14.3%) 28 (80%) 

Note: This table contains information about the percentage of people belonging to different income groups and falling in a certain personal 

insurance confidence (PIC) adequacy range. The highest PIC adequacy score (range from 21-28) was evident for participants who were on a 
salary of $180,000 and above. 
 
Table 7.22 compares the overall PIC adequacy score for various income groups. It could overall 

be concluded that people on higher incomes had higher PIC adequacy levels, believing they 

had adequate personal insurance policies. From the table below it can be seen that 80 percent 

of respondents who earned $180,000 and above thought they had adequate personal insurance 

coverage. It is interesting to note that respondents who earned between $0 - $18,200 ($9,100) 

 
31 As stated previously, the maximum PIC understanding score was calculated to be 56, and the score was calculated for each participant based 
on their responses to this question.   
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per annum had higher PIC adequacy score (26.5%) compared to those who earned between 

$18,201 - $37,000 ($27,600) per annum (23.4%). A significant difference in PIC adequacy 

scores was evident between various income groups.  

 
Kruskall Walis test analysed the relationship between income groups and PIC understanding 

and PIC adequacy scores.  

 
Table 7.23 Kruskall Walis test analysis for the relationship between income levels and 

PIC understanding and PIC adequacy scores 

Income 

level 

Frequency PIC understanding PIC adequacy 

Mean value Mean rank Significance Mean value Mean rank Significance 

$9,100 98 31.87 305.98 KW test = 

54.180*** 

df = 4 

 

12.82 332.57 KW test = 

98.026*** 

(df = 4) 

 

$27,600 145 35.71 368.23 11.40 307.47 

$58,500 305 37.02 387.66 15.06 385.37 

$130,000 226 41.91 474.27 19.41 493.15 

$180,000 35 44.42 536.61 23.06 610.36 

[Significant comparisons – PIC understanding] 

$9,100 vs $58,500* 

$9,100 vs $130,000*** 

$9,100 vs $180,000*** 

$27,600 vs $130,000*** 

$27,600 vs $180,000*** 

$58,500 vs $130,000*** 

$58,500 vs $180,000  

[Significant comparisons – PIC adequacy] 

$9,100 vs $130,000*** 

$9,100 vs $180,000*** 

$27,600 vs $58,500** 

$27,600 vs $130,000*** 

$27,600 vs $180,000*** 

$58,500 vs $130,000*** 

$58,500 vs $180,000*** 

$130,000 vs $180,000* 
Note: This table contains information about the relationship between income groups and PIC understanding and PIC adequacy scores. It is 

evident that respondents earning $180,000 and above had higher levels of PIC understanding and PIC adequacy scores. 
* p < 0.05, ** p < 0.01, *** p <0.001 
 
Income groups demonstrated a significant association with PIC understanding score (KW test 

value = 54.180, p < 0.001) and PIC adequacy score (KW test value = 98.026, p < 0.001). The 

$180,000 income group showed both the highest level of mean PIC understanding score (44.42) 

and the highest level of mean PIC adequacy score (23.06). The $0 - $18,200 ($9,100) income 

group reported the lowest level of mean PIC understanding score (31.87) and the $18,201 - 

$37,000 ($27,600) income group showed the lowest level of mean PIC adequacy score (11.40). 

Pairwise comparisons were performed to elicit individual differences between each category. 

It was seen that there are significant differences between the $9,100 vs $58,500 (p = 0.026), 

the $9,100 vs $130,000 (p < 0.001), the $9,100 vs $180,000 (p < 0.001), the $27,600 Vs 

$130,000 (p < 0.001), the $27,600 vs $180,000 (p = 0.001), the $58,500 vs $130,000 (p < 

0.001) and the $58,500 vs $180,000 (p = 0.003) income groups for PIC understanding scores. 

For PIC adequacy scores significant differences were noted between the $9,100 vs $130,000 
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(p < 0.001), the $9,100 vs $180,000 (p < 0.001), the $27,600 vs $58,500 (p = 0.009), the 

$27,600 vs $130,000 (p < 0.001), the $27,600 vs $180,000 (p < 0.001), the $58,500 vs $130,000 

(p < 0.001), the $58,500 vs $180,000 (p < 0.001) and the $130,000 vs $180,000 (p = 0.049) 

income groups. Both PIC understanding and PIC adequacy are positively correlated with the 

level of income, as the highest income category ($180,000) reported the highest values for both 

scores (mean rank = 536.61, 610.36). 

 
The income of respondents appears to be a statistically significant factor affecting confidence 

levels. Respondents earning $180,000 and above had higher levels of PIC score, both for 

understanding and adequacy. As for other variables, their PIC scores will be compared later to 

their actual PIL scores and PIH levels.  

 
The overall conclusion for PIC understanding and PIC adequacy is that, in most cases, 

demographic groups have significant effects on confidence levels. The occupation type was an 

important factor when examining personal insurance confidence, both for understanding and 

adequacy, with the highest PIC understanding levels reported for casual employees and retirees 

and the highest PIC adequacy score reported for self-employed respondents. Whether or not 

respondents worked in the financial services industry was also found to be an important factor 

affecting both confidence levels, with respondents who worked in the industry reporting higher 

levels of PIC understanding and PIC adequacy. It could be concluded that religion was a 

significant factor only in relation to PIC understanding, with ‘Yes, but did not specify’ group 

reporting the highest PIC understanding score. PIC adequacy scores were similar for most 

religious types, suggesting that most respondents were confident about holding an adequate 

personal insurance coverage, regardless of their religious beliefs. Males and females were 

found to have a similar perceived understanding about insurance products; however, males 

were found to have a higher level of confidence about holding adequate personal insurance 

policies. Age was also considered to be an important factor affecting confidence. The highest 

PIC understanding scores were evident for the 55-64 and the 65 and above age groups and the 

highest PIC adequacy scores were seen for the 45-54 age group. Education was also considered 

to be an important demographic factor affecting confidence levels, with respondents holding a 

postgraduate degree having the highest levels of PIC understanding and PIC adequacy scores. 

The income factor was found to be important in determining confidence levels, with the highest 

scores under PIC understanding and PIL adequacy reported for those earning $180,000 per 

annum and above.  Knowing respondents’ PIC levels is useful, because they will be compared 

to the actual PIL and PIH scores to ascertain if people were overconfident about their 
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understanding and adequacy levels. It is vital that people are fully aware of the actual level of 

personal insurance they hold and understand its importance as a protection tool. If individuals 

in reality are underinsured, but mistakenly think that they have an adequate coverage, they may 

find themselves in a financially disadvantaged position should unfortunate events take place 

and the claim is made.  

  

7.6    Personal insurance literacy (PIL)  
 
Personal insurance literacy questions were designed to ascertain respondents’ actual 

knowledge about personal insurance products/policies. The questions were asked specifically 

about Life insurance, TPD insurance, IP insurance and Trauma insurance. No questions were 

asked about general insurance policies. The discussion will concentrate on statistical analyses 

and provide a suggestion whether various demographic factors had an influence (significant or 

otherwise) on participants’ personal insurance literacy levels. 

 
General description of results under PIL 
 
Seven questions were asked to ascertain respondents’ level of literacy or their actual 

understanding of Life insurance, TPD insurance, IP insurance and Trauma insurance. In the 

previous section it was seen that people were generally confident about their knowledge of 

personal insurance types, and most thought that they had adequate personal insurance policies. 

 
The first question was ‘Can your insurance company refuse your claim because you did not 

fully or accurately complete the application or renewal documents?’ The correct answer was 

‘Yes’.  

 
Table 7.24 Overall responses to PIL Question 1 

Question 1: Can your insurance company refuse your claim because you did not fully or accurately complete the 

application or renewal documents? 

Answer Options Response Percent Response Count 

Yes 47.2% 370 

No 8.0% 63 

Don't know 44.8% 351 

Answered question 784 

Skipped question 33 

Note: This table contains information about the percentage of respondents providing correct, incorrect or ‘don’t know’ answers to PIL question 

1. The correct answer was ‘yes’ and the majority of respondents provided the correct answer. However, many answered ‘don’t know’.  
 
Table 7.24 indicates that 47.2 percent of respondents replied correctly, however, 44.8 percent 

did not know the answer and responded, ‘Don’t know’. The ‘Don’t know’ option was provided 

so that respondents would be less likely to try to ‘guess’ the answer, and thus hopefully give a 

more accurate reflection of their understanding. Incorrect answers were provided by eight 
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percent of respondents. If ‘Don’t know’ and incorrect responses are added, 52.8 percent of 

respondents did not actually know the correct answer. Of course, some of the respondents could 

have simply guessed the correct answer.  It could be suggested from the first literacy question 

that the respondents did not have a high literacy level.  

 
The second question was ‘Is there a ‘cooling off period’ after taking out any personal insurance 

policy during which time you can cancel the policy and have your premium fully refunded?’ 

The correct answer was ‘Yes’. Table 7.25 below indicates that 50.6 percent of respondents 

replied correctly, however, 46.2 percent did not know the answer and responded, ‘Don’t know’. 

As can be seen, 3.2 percent of respondents answered incorrectly. It could be assumed that 49.4 

percent of respondents did not know the correct answer to this question. The percentage of 

respondents who replied correctly to this question was slightly higher compared to the first 

question. This could possibly be explained that people hear about ‘cooling off period’ from 

purchasing some general insurance products, such as House/Building insurance, Contents 

insurance and Motor Vehicle insurance. It could be suggested from the second literacy question 

that the respondents did not have a very high literacy level. 

 
Table 7.25 Overall responses to PIL Question 2 

Question 2: Is there a ‘cooling off period’ after taking out any personal insurance policy during which time you can 

cancel the policy and have your premium fully refunded? 

Answer Options Response Percent Response Count 

Yes 50.6% 397 

No 3.2% 25 

Don't know 46.2% 362 

Answered question 784 

Skipped question 33 

Note: This table contains information about the percentage of respondents providing correct, incorrect or ‘don’t know’ answers to PIL question 
2. The correct answer was ‘yes’ and the majority of respondents provided the correct answer. However, many answered ‘don’t know’. 

  

The third question was ‘Which of the following is a possible waiting period for Income 

Protection insurance?’ The correct answer was ‘30 days’.   

 
Table 7.26 Overall responses to PIL Question 3 

Question 3: Which of the following is a possible waiting period for Income Protection insurance? 

Answer Options Response Percent Response Count 

30 days 29.5% 231 

50 days 2.3% 18 

70 days 2.4% 19 

100 days 5.2% 41 

Don't know 60.6% 475 

Answered question 784 

Skipped question 33 

Note: This table contains information about the percentage of respondents providing correct, incorrect or ‘don’t know’ answers to PIL question 

3. The correct answer was ’30 days’ and 29.5% of respondents provided the correct answer. However, the majority answered, ‘don’t know’.  
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Table 7.26 demonstrates that 29.5 percent of respondents answered correctly. Once again, a 

large percentage of respondents, 60.6 percent, did not know the correct answer. It can be seen 

that 9.9 percent of respondents answered incorrectly. It can be concluded looking at the 

responses to the third question that participants’ literacy level was low.  

 
The fourth literacy question was ‘Does Life Insurance pay for a claim under suicide in the first 

12 month of the policy?’ The correct answer was ‘No’. Table 7.27 demonstrates that 37.8 

percent of respondents answered correctly, and overwhelming 58.4 percent of respondents 

were uncertain of the answer. This result is in line with the previous literacy questions and 

indicates that participants have low levels of insurance literacy.   

 
Table 7.27 Overall responses to PIL Question 4 

Question 4: Does Life Insurance pay for a claim under suicide in the first 12 months of the policy? 

Answer Options Response Percent Response Count 

Yes 3.8% 30 

No 37.8% 296 

Not sure 58.4% 458 

Answered question 784 

Skipped question 33 

Note: This table contains information about the percentage of respondents providing correct, incorrect or ‘don’t know’ answers to PIL question 
4. The correct answer was ‘no’ and 37.8% of respondents provided the correct answer. However, the majority answered, ‘don’t know’.  
 
The fifth literacy question was ‘Total and Permanent Disability insurance (own) policies will 

pay out if a person is: ‘off work for 6 months, unlikely to ever work again, pregnant, don’t 

know’. The correct answer was ‘Unlikely to ever work again’. Table 7.28 illustrates that 42.2 

percent of respondents answered this question correctly, higher than previous questions, but 

still under 50 percent. However, a large percentage of respondents (50.6%) did not know the 

answer to this question. Once again, looking at the responses to this question, it can be 

concluded that respondents have a poor insurance literacy level.   

  
Table 7.28 Overall responses to PIL Question 5 

Question 5: Total and Permanent Disability insurance (own) policies will pay out if a person is: 

Answer Options Response Percent Response Count 

Off work for 6 months 6.8% 53 

Unlikely to ever work again 42.2% 331 

Pregnant 0.4% 3 

Don’t know 50.6% 397 

Answered question 784 

Skipped question 33 

Note: This table contains information about the percentage of respondents providing correct, incorrect or ‘don’t know’ answers to PIL question 

5. The correct answer was ‘unlikely to ever work again’ and 42.2% of respondents provided the correct answer. However,  the majority 
answered, ‘don’t know’.  
 

The sixth question was ‘There is no way to access Life Insurance benefits while I am still alive’. 

The correct answer was ‘False’. Table 7.29 below demonstrates that 56.3 percent answered this 
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question correctly and 43.8 percent answered incorrectly. In this case ‘I don’t know’ option 

was not available, in a way to force people to provide some answer, whether correct or 

incorrect. Once again, the insurance literacy level was not very high.  

 
Table 7.29 Overall responses to PIL Question 6 

Question 6: There is no way to access Life insurance benefits while I am still alive: 

Answer Options Response Percent Response Count 

True 43.8% 343 

False 56.3% 441 

Answered question 784 

Skipped question 33 

Note: This table contains information about the percentage of respondents providing ‘True’ or ‘False’ answers to PIL question 6. The correct 

answer was ‘false’ and the majority of respondents provided the correct answer. 
 

The final literacy question was ‘The premiums for Trauma insurance are tax deductible’. The 

correct answer was ‘False’. Table 7.30 illustrates that 69.3 percent answered this question 

correctly. This fairly high level of literacy could be attributed to people having more 

understanding about taxation and allowable deductions, due to having to prepare taxation 

returns.   

 
Table 7.30 Overall responses to PIL Question 7 

Question 7: The premiums for Trauma insurance are tax deductible: 

Answer Options Response Percent Response Count 

True 30.7% 241 

False 69.3% 543 

Answered question 784 

Skipped question 33 

Note: This table contains information about the percentage of respondents providing ‘True’ or ‘False’ answers to PIL question 7. The correct 

answer was ‘false’, and the majority of respondents provided the correct answer.  
 

To sum up the above discussion it can be seen that on average respondents showed low levels 

of literacy about personal insurance products. The next section will investigate statistical 

analyses by examining different demographic factors and how they could potentially influence 

personal insurance literacy of respondents. 

 
Analyses under PIL  
 
This section will provide a discussion on overall PIL scores for various demographic groups 

and provide suggestions on which factors align with high or low PIL scores. The maximum 

PIL score was calculated as seven, as there were seven personal insurance literacy questions, 

and if respondents answered each question correctly, then they would get the score of seven.  

 
Personal insurance literacy (PIL) level was ascertained by asking seven questions based on the 

understanding of Life insurance, TPD insurance, IP insurance and Trauma insurance. Each 
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correct response was given one mark and the cumulative score was taken. Kruskall Walis test 

and Mann Whitney test were used as the normality assumption was violated for the data 

(significance of KS test was <0.05). When there were two categories, Mann Whitney test was 

applied because it is the non-parametric counterpart of independent samples t-test. The non-

parametric counterpart of one-way ANOVA, Kruskall Walis test was used when there were 

more than two categories.  

 
7.6.1    Employment status of the respondents  
 
In this section it will be examined if the employment status of the respondents had any effect 

on their PIL levels.  

 
Table 7.31 Overall PIL scores for various employment groups 

Employment  PIL 0 PIL 1 PIL 2 PIL 3 PIL 4 PIL 5 PIL 6 PIL 7 

Full time (341) 31  

(9.1%) 

40  

(11.7%) 

94  

(27.6%) 

22    

(6.5%) 

39  

(11.4%) 

43  

(12.6%) 

34  

(10%) 

38 

(11.1%) 

Part time (189) 18  

(9.5%) 

37  

(19.6%) 

52   

(27.5%) 

19  

(10.1%) 

23  

(12.2%) 

16    

(8.5%) 

14 

(7.4%) 

10 

(5.3%) 

Casual (12) 0       

(0%) 

1      

(8.3%) 

0         

(0%) 

2    

(16.7%) 

2    

(16.7%) 

4    

(33.3%) 

2 

(16.7%) 

1   

(8.3%) 

Self-employed 

(90) 

7    

(7.8%) 

10  

(11.1%) 

12  

(13.3%) 

11  

(12.2%) 

14  

(15.6%) 

9       

(10%) 

16 

(17.8%) 

11 

(12.2%) 

Homemaker (33) 6  

(18.2%) 

6    

(18.2%) 

10  

(30.3%) 

2      

(6.1%) 

1         

(3%) 

6    

(18.2%) 

0      

(0%) 

2      

(6%) 

Unemployed (26) 5  

(19.2%) 

1      

(3.8%) 

5    

(19.2%) 

3    

(11.5%) 

3    

(11.5%) 

6    

(23.1%) 

2   

(7.7%) 

1   

(3.8%) 

Retiree (95) 8    

(8.4%) 

12  

(12.6%) 

9      

(9.5%) 

14  

(14.7%) 

18  

(18.9%) 

19     

(20%) 

11 

(11.6%) 

4   

(4.2%) 

Student (26) 4  

(15.4%) 

9    

(34.6%) 

5    

(19.2%) 

1      

(3.8%) 

1      

(3.8%) 

5    

(19.2%) 

1   

(3.8%) 

0      

(0%) 

Note: This table contains information about the percentage of people in different employment groups and belonging to a specific personal 

insurance literacy (PIL) score. The highest PIL score of 7 was evident for participants who were self-employed, closely followed by full time 
employees.  
 
It can be seen from Table 7.31 that the highest PIL score of 7 was evident for self-employed 

people, followed by full-time and casual workers. The possible explanation could be that self-

employed individuals are more likely to have a higher insurance literacy level because they 

would need to purchase personal insurance policies in order to provide protection for 

themselves and their families in case of illness or disability, as they would not be covered under 

standard employee sick leave. Looking at the higher range of PIL scores: PIL 5, PIL 6 and PIL 

7, it could be concluded that casual workers had the highest percentage of those score 

(33.3%+16.7%+8.3%=58.3%), followed by self-employed individuals 

(10%+17.8%+12.2%=40%) and full-time workers (12.6%+10%+11.1%=33.7%). Overall, it 

could be concluded that the highest PIL scores were evident for self-employed, casual, and 

full-time workers, with the lowest PIL score reported for students, who did not have PIL score 
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of 7 at all. Comparing these results with PIC understanding reported earlier in the chapter where 

the highest score was evident for casual employees and retirees, and the lowest overall level 

for students. These results are largely in line with the actual PIL scores for casual employees 

and students, however retirees appear to be overconfident about their perceived understanding 

of personal insurance products. 

 
To obtain a better understanding of how employment status affected answers to each PIL 

question, the percentages of correct and incorrect answers to the seven PIL questions were 

calculated and tables for each demographic category can be found in Appendix 3.  

 

The correct answer to the first question was ‘Yes’.32 A high percentage of unemployed (60.9%) 

and retired respondents (54.9%) answered the first question correctly, followed by self-

employed individuals (52.9%). However, ‘I don’t know’ was the answer given by many 

respondents (full-time employees - 45%, part-time employees - 53%, casual employees - 25%, 

self-employed persons - 35.6%, homemakers - 65.6%, unemployed - 34.8%, retiree - 26.4%, 

students - 73.1%), which could suggest that people generally did not have an adequate 

knowledge about personal insurance policies.  

 
The correct answer to the second question was ‘Yes’,33 and the highest percentage of correct 

answers came from casual (75%) and retired respondents (61.5%), followed by self-employed 

participants (60.9%). As with the first question, many respondents did not know the answer 

and answered, ‘I don’t know’ (full-time - 44.7%, part-time - 54.6%, casual - 25%, self-

employed - 32.2%, homemaker - 68.8%, unemployed - 39.1%, retiree - 35.2%, student - 

80.8%).  

 
The correct answer to the third question was ‘30 days’,34 and the highest percentage of correct 

answers came from self-employed respondents with 48.3 percent, and casual employees with 

33.3 percent. Respondents employed on full-time basis were very close to casual employees 

with 31.3 percent. As with other questions, the majority of answers were ‘I don’t know’ (full-

time - 59.6%, part-time - 68.3%, casual - 50%, self-employed - 39.1%, homemaker - 68.8%, 

unemployed - 56.5%, retirees - 63.7%, students - 80.8%), which could suggest that many 

respondents had poor literacy levels.  

 

 
32 See Appendix 3(a) for a table depicting percentage of correct and incorrect answers to PIL Question 1 – Employment status 
33 See Appendix 3(b) for a table depicting percentage of correct and incorrect answers to PIL Question 2 – Employment status 
34 See Appendix 3(c) for a table depicting percentage of correct and incorrect answers to PIL Question 3 – Employment status 
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The correct answer to the fourth question was ‘No’,35 and 91.7 percent of casually employed 

respondents answered this question correctly. The next group with the highest correct answer 

was retired individuals (48.3%), followed by self-employed individuals (44.8%). As before, 

there was still a high percentage of people who answered, ‘I don’t know’ (full-time - 59%, part-

time - 68.9%, casual - 8.3%, self-employed - 46%, homemaker - 71.9%, unemployed - 47.8%, 

retirees - 49.5%, students - 65.4%), which again could indicate that people were generally 

poorly informed about personal insurance products.  

 

The correct answer to the fifth question was ‘Unlikely to ever work again’,36 and 83.3 percent 

casually employed respondents answered this question correctly. The next highest group was 

self-employed individuals (58.6%). For question five many respondents answered, ‘I don’t 

know’ (full-time – 50.7%, part-time - 61.2%, casual - 16.7%, self-employed - 33.3%, 

homemaker - 62.5%, unemployed - 43.5%, retirees - 41.7%, students - 73.1%), which could 

suggest that they had inadequate knowledge about personal insurance products. 

 

The correct answer to question six was ‘False’,37 and in this case respondents were not given 

an option to answer, ‘I don’t know’ and were in a way forced to provide an answer. 

Unemployed individuals were the highest providers of correct answers (60.9%) and the second 

highest were respondents employed on full-time basis (59.6%), followed by retirees (58.2%). 

As before, many participants responded ‘True’ (full-time - 40.4%, part-time - 47.5%, casual - 

50%, self-employed - 42.5%, homemaker - 56.2%, unemployed - 39.1%, retirees - 41.8%, 

students - 53.8%), suggesting that they were not fully familiar with Life insurance.  

 

The answer to the last PIL question was ‘False’,38 and as with question six, respondents were 

not given ‘I don’t know’ option. For this question the best performers were full time employees 

(73.3%), closely followed by retired individuals (72.5%) and self-employed participants 

(69%). For this question, not many respondents answered ‘True’ (full-time workers - 26.7%, 

part-time workers - 37.2%, casual - 33.3%, self-employed - 31%, homemaker - 34.4%, 

unemployed - 39.1%, retirees - 27.5%, students - 34.6%), suggesting that more people were 

aware of the correct answer, which could possibly be explained by the fact that many people 

prepare their tax return and could be aware of the various allowable deductions.  

 

 
35 See Appendix 3(d) for a table depicting percentage of correct and incorrect answers to PIL Question 4 – Employment status 
36 See Appendix 3(e) for a table depicting percentage of correct and incorrect answers to PIL Question 5 – Employment status 
37 See Appendix 3(f) for a table depicting percentage of correct and incorrect answers to PIL Question 6 – Employment status 
38 See Appendix 3(g) for a table depicting percentage of correct and incorrect answers to PIL Question 7 – Employment status 
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From the above discussion it could be summarised that the highest percentage of correct 

answers to individuals PIL questions came from different employment groups, including 

unemployed individuals.  

 
Table 7.32 Kruskall Walis test analysis for the relationship between employment status 

and PIL score 

Employment Frequency Mean value Mean rank Significance 

Full time 341 3.33 418.26 KW test value = 

33.582*** 

df = 7 

 

Part time 189 2.77 358.97 

Casual 12 4.50 551.38 

Self Employed 90 3.79 468.23 

Homemaker 33 2.42 318.73 

Unemployed 26 3.12 400.29 

Retiree 95 3.51 442.17 

Student 26 2.19 289.40 

[Significant comparisons] 

Student vs Self-employed* 

Student vs Casual* 

Part time vs Self-employed** 

Note: This table contains information about the relationship between occupation and PIL score. Respondents belonging to ‘casual’ and ‘self-

employed’ categories had PIL levels. 
* p < 0.05, ** p < 0.01, *** p <0.001 
 
Kruskall Walis test was conducted to understand the relationship between occupation and PIL 

scores. Occupation showed a significant association with PIL score (KW test value = 33.582, 

p <0.001). Casual occupation sector showed the highest level of mean PIL score (4.50), while 

students reported the lowest value (2.19). Pairwise comparisons were performed to elicit 

individual differences between each category. There were significant differences between 

student vs self-employed (p = 0.019), student vs casual (p = 0.043) and part-time vs self-

employed (p = 0.008) categories. As can be seen from the above statistics, students reported 

the lowest level of insurance literacy. Pairwise comparisons revealed that the level of PIL 

among students is particularly different from casual and self-employed categories. Casual 

category reported the highest levels of PIL score, followed by self-employed category. Further 

investigation of ‘the casual category’ could be influenced by the fact that many of them were 

teachers at a university involved in Accounting, Finance and Economics. This could mean the 

results of ‘casual’ is skewed because of this. Taking into account the fact that ‘casual’ group 

may not be largely indicative of the wider casual workforce, it could be suggested that the 

above results may not be fully beneficial to draw conclusions for this group.  

 
The connection between occupation and insurance purchase was previously addressed in the 

literature. Finding, selecting, and making appropriate Private Health insurance decisions is 

dependent on several factors, with occupation being one of them, because it determines overall 

knowledge and understanding about different insurance options (Adepoju et al., 2019) and low 
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financial literacy has been shown to be a key issue in impacting the effectiveness of personal 

financial management (Driver et al., 2018). 

 
Overall, it could be concluded that on average respondents belonging to ‘casual’, ‘self-

employed’ and ‘full-time employment’ categories had a better understanding of personal 

insurance products. It was also evident that retired respondents showed a good knowledge with 

some of the questions. It needs to be remembered that casual individuals were a very small 

number, and most of them were casual university tutors in the Accounting, Economics and 

Finance department, and as a result could potentially possess higher than expected knowledge 

about personal insurance products. 

 

7.6.2   Worked/did not work in the financial services industry  
 
As with the previous section, the maximum PIL score for respondents was seven. It needs to 

be pointed out that the financial services industry included all areas of finances, not only 

financial advisers, but extends bank employees, mortgage brokers and the like.  

 
Table 7.33 Overall PIL scores for respondents who worked/did not work in the financial 

services industry 

Worked/did not work PIL 0 PIL 1 PIL 2 PIL 3 PIL 4 PIL 5 PIL 6 PIL 7 

Did not work (712) 72 

(10.1%) 

114 

(16%) 

182 

(25.6%) 

67 

(9.4%) 

84 

(11.8%) 

84 

(11.8%) 

70    

(9.8%) 

39              

(5.5%) 

Worked (101) 7       

(6.9%) 

2        

(2%) 

5           

(5%) 

7    

(6.9%) 

18 

(17.8%) 

24 

(23.8%) 

10    

(9.9%) 

28           

(27.7%) 

Note: This table contains information about the percentage of respondents who worked and did not work in the financial services industry and 

belonging to a specific personal insurance literacy (PIL) score. The highest PIL score of 7 was evident for participants who worked in the 
financial services industry. 
 
Table 7.33 illustrates that most respondents did not work in the financial services industry. It 

can be seen that 27.7 percent of people who worked in the industry had a PIL score of 7, 

whereas only 5.5 percent of respondents who did not work in the industry had a PIL score of 

7. This is a significant difference between people who worked and did not work in the financial 

services industry. However, it needs to be pointed out that there was no statistical difference 

between participants when it came to PIL score of 6. For all other PIL scores there were 

significant differences. As a result, it could be suggested that respondents who work in the 

financial services industry had a higher knowledge of personal insurance products, which was 

not a surprising outcome. The highest PIC understanding scores were recorded for respondents 

who work in the financial services industry, which is in line with the actual PIL scores.  

 
To gain a further understanding if working in the financial services industry could affect 

answers to each PIL question, the percentages of correct and incorrect answers to seven PIL 
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questions were calculated and tables for each demographic category can be found in Appendix 

4.  

 
The correct answer to question one was ‘yes’,39 and the respondents who worked in the 

financial services industry answered this question correctly more compared to those who did 

not work in the industry, 81.1 percent and 42.5 percent, respectively. This is an expected 

outcome, as respondents who worked in the financial services industry were more likely to be 

knowledgeable about personal insurance products.  

 

The correct answer to question two was ‘yes’40. As with question one, more respondents who 

worked in the financial services industry provided correct answer compared to those who did 

not, 85.3 percent and 45.9 percent, respectively. Once again, this outcome was expected.  

 
The correct answer to question three was ‘30 days’,41 and the respondents who worked in the 

financial service industry appeared to be more literate in relation to personal insurance than 

those who did not work in the industry, 75 percent and 24.9 percent, respectively. This result 

is in line with the other two questions.  

 

The correct answer to question four was ‘No’.42 As with the previous questions, more 

respondents who worked in the financial services industry provided correct answers, compared 

to those who did not, 75.8 percent and 32.5 percent, respectively. The difference is statistically 

significant.  

 
The correct answer to question five was ‘Unlikely to ever work again’.43 The participants who 

worked in the financial services industry appeared to be more literate about TPD insurance, 

compared to those who did not, 69.5 percent and 38.5 percent, respectively.  

 
The correct answer to question six was ‘False’.44 The respondents who worked in the financial 

service industry were more likely to provide correct answers, compared to those who did not 

work in the industry, 66.3 percent and 54.9 percent, respectively. 

  

 
39 See Appendix 4(a) for a table depicting percentage of correct and incorrect answers to PIL Question 1 – worked/did not work in the financial 

services industry 
40 See Appendix 4(b) for a table depicting percentage of correct and incorrect answers to PIL Question 2 – worked/did not work in the financial 

services industry  
41 See Appendix 4(c) for a table depicting percentage of correct and incorrect answers to PIL Question 3 – worked/did not work in the financial 

services industry 
42 See Appendix 4(d) for a table depicting percentage of correct and incorrect answers to PIL Question 4 – worked/did not work in the financial 

services industry  
43 See Appendix 4(e) for a table depicting percentage of correct and incorrect answers to PIL Question 5 – worked/did not work in the financial 

services industry 
44 See Appendix 4(f) for a table depicting Percentage of correct and incorrect answers to PIL Question 6 – worked/did not work in the financial 
services industry 
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The correct answer to question seven was ‘False’.45 There was some similarity between both 

groups, as 69.7 percent of respondents who did not work in the industry answered question 

seven correctly, compared to 66.3 percent of those who did.  This could potentially be explained 

that most people prepare tax return and generally would be aware which expenses are tax 

deductible and which ones are not. 

 

It can be concluded from the above discussion that those respondents who worked in the 

financial services industry had a higher percentage of answering PIL questions correctly 

compared to those who did not.  

 
Mann Whitney test was carried out to ascertain the relationship between respondents who 

worked or did not work in the financial services industry and PIL scores. In comparison with 

those who did not work in the financial services industry, those who worked, reported a higher 

level of PIL score (4.76 vs 2.99) and the difference was statistically significant (MW U test 

value = 19369.000, p < 0.001). People who work in the financial services industry appear to 

have a better understanding about different types of personal insurance policies and their 

benefits.  

 
Table 7.34 Mann Whitney test analysis for the relationship between worked/did not work 

in the financial services industry and PIL score 

Worked/did not work Frequency Mean value Mean rank Significance 

Did not work 712 2.99 383.24 MW U test value = 

19369.0*** 

 Worked 101 4.76 570.23 

Note: The table contains information about the relationship between working in the financial services and PIL scores. Respondents who 
worked in the financial services had higher PIL levels.  
* p < 0.05, ** p < 0.01, *** p <0.001 
 
Overall, it appears that respondents who worked in the financial services industry had higher 

levels of personal insurance literacy. This outcome is not surprising though, as people who 

work in the industry, even those who are not financial advisers, could be potentially more 

exposed to various personal insurance policies and understand the value and importance of an 

adequate coverage. If they had higher level of personal insurance literacy, it could be suggested 

that they would be more likely to purchase appropriate cover. This assumption will be tested 

later in the chapter to assist in answering the research questions.  

 
 
 
 

 
45 See Appendix 4(g) for a table depicting Percentage of correct and incorrect answers to PIL Question 7 – worked/did not work in the financial 
services industry 
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7.6.3    Religion of the respondents  
 
Table 7.35 demonstrates various religious groups which respondents belonged to. For clarity 

purposes it needs to be pointed out that ‘No religion’ group included people who explicitly 

stated that they did not belong to any religious group, atheists, and agnostics. ‘Yes, but did not 

specify’ means respondents indicated that they belonged to some type of religious group, but 

did not indicate which one. The highest PIL scores belonged to people who did not provide an 

answer to this question (14.3%), followed by Muslims (13.2%). Most respondents either did 

not practice any religion (393) or identified themselves as ‘Christians’ (300) and their PIL 

scores were very similar (7.4% and 9%, respectively). When comparing these results with PIC 

understanding, it could be suggested that respondents who stated that they belonged to a 

religion, but did not specify which one and respondents with no religion were overconfident, 

because they exhibited the highest levels of perceived understanding (50% and 16.8%, 

respectively), but had the lowest levels of the actual personal insurance literacy (7.7% and 

7.4%, respectively).  

 
Table 7.35 Overall PIL scores for various religious groups  

Religion PIL 0 PIL 1 PIL 2 PIL 3 PIL 4 PIL 5 PIL 6 PIL 7 

Buddhism (9) 1    

(11.1%) 

2    

(22.2%) 

2    

(22.2%) 

0          

(0%) 

1    

(11.1%) 

2 

(22.2%) 

0     

(0%) 

1  

(11.1%) 

Christianity 

(300) 

26    

(8.7%) 

45     

(15%) 

74  

(24.7%) 

29     

(9.7%) 

37  

(12.3%) 

33    

(11%) 

29 

(9.7%) 

27     

(9%) 

Hinduism (17) 3     

(17.6%) 

3    

(17.6%) 

4    

(23.5%) 

2    

(11.8%) 

1      

(5.9%) 

1   

(5.9%) 

1  

(5.9%) 

2  

(11.8%) 

Islam (38) 3      

(7.9%) 

10  

(26.3%) 

10     

(26.3%) 

3      

(7.9%) 

2      

(5.3%) 

0      

(0%) 

5     

(13.2%) 

5  

(13.2%) 

Judaism (17) 2    

(11.8%) 

3    

(17.6%) 

7    

(41.2%) 

1      

(5.9%) 

2    

(11.8%) 

1     

(5.9%) 

1  

(5.9%) 

0        

(0%) 

No answer (746) 4     

(57.1%) 

0          

(0%) 

0          

(0%) 

0          

(0%) 

0          

(0%) 

2 

(28.6%) 

0     

(0%) 

1    

(14.3%) 

No religion (393)  36    

(9.2%) 

51     

(13%) 

86  

(21.9%) 

35    

(8.9%) 

52  

(13.2%) 

64 

(16.3%) 

40 

(10.2%) 

29  

(7.4%) 

Other (6) 3       

(50%) 

0          

(0%) 

2    

(33.3%) 

0          

(0%) 

0          

(0%) 

0       

(0%) 

1    

(16.7%) 

0        

(0%) 

Yes, but did not 

specify (26) 

1      

(3.8%) 

2      

(7.7%) 

2      

(7.7%) 

4    

(15.4%) 

7     

(26.9%) 

5     

(19.2%) 

3 

(11.5%) 

2        

(7.7%) 

Note: This table contains information about the percentage of respondents representing various religions groups or lack of one and belonging 

to a specific personal insurance literacy (PIL) score. The highest PIL score of 7 was evident for participants who did not provide an answer 
about their religious views.  
 
To gain a further understanding of how various religious beliefs could affect answers to each 

PIL question, the percentages of correct and incorrect answers to seven PIL questions were 

calculated and tables for each demographic category can be found in Appendix 5.  

 

 
46 The total count was 11, however four respondents did not answer any PIL questions.  
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The correct answer to question one was ‘Yes’,47 and the highest percentage of correct answers 

came from respondents who did not provide an answer (100%) and those who had a religion, 

but did not specify which one (68%). High percentage of respondents answered ‘Don’t know’, 

which could suggest low level of literacy.  

 
The correct answer to question two was ‘Yes’,48 and the most correct answers came from 

participants who had a religion, but did not specify which one (76%), and those who chose not 

to provide an answer about their religious preferences (66.7%). As with question one, many 

respondents answered ‘Don’t know’, which can suggest that people have low literacy levels.   

 

The correct answer to question three was ‘30 days’,49 and it was answered correctly mostly by 

those who had a religion, but did not specify which one (40%), and Christians (34.1%). A high 

percentage of respondents answered ‘Don’t know’, which could indicate that the majority of 

participants had low levels of insurance literacy.   

   
The correct answer to question four was ‘No’,50 and similar to questions one and two, the 

highest percentage of correct answers came from respondents who did not provide an answer 

about their religious views (66.7%) and who had a religion but did not specify which one 

(60%). Once again, a high percentage of respondents answered ‘Not sure’, suggesting that 

people generally have low levels of insurance literacy.   

 
The correct answer to question five was ‘Unlikely to ever work again’,51 and this was answered 

correctly mainly by respondents who did not provide an answer about their religious views 

(100%) and who had a religion but did not specify which one (60%). This was similar to 

questions one, two and four. As with other questions, a high percentage of respondents 

answered ‘Don’t know’.   

 
The correct answer to question six was ‘False’,52 and this question was answered correctly 

mainly by respondents who did not provide an answer about their religious views (100%) and 

Muslims (60.5%).  

 

The correct answer to question seven was ‘False’,53 and was answered well by all respondents, 

which could be explained by the fact that majority of people prepare taxation return and could 

 
47 See Appendix 5(a) for a table depicting percentage of correct and incorrect answers to PIL Question 1 - Religion 
48 See Appendix 5(b) for a table depicting percentage of correct and incorrect answers to PIL Question 2 - Religion 
49 See Appendix 5(c) for a table depicting Percentage of correct and incorrect answers to PIL Question 3 - Religion 
50 See Appendix 5(d) for a table depicting percentage of correct and incorrect answers to PIL Question 4 - Religion 
51 See Appendix 5(e) for a table depicting percentage of correct and incorrect answers to PIL Question 5 - Religion 
52 See Appendix 5(f) for a table depicting percentage of correct and incorrect answers to PIL Question 6 – Religion 
53 See Appendix 5(g) for a table depicting percentage of correct and incorrect answers to PIL Question 7 – Religion 
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therefore be aware which expenses are deductible and which ones are not. However, the higher 

percentage of correct answers came from respondents who did not provide an answer about 

their religious views (100%) and Muslims (84.2%). 

 

It can be concluded from the above discussion that most correct answers came from those 

respondents who did not provide an answer about their religious views. However, other 

religious groups have also performed well in various PIL questions. 

  
Kruskall Walis test was performed to elicit the relationship between religion and PIL scores. 

Religion did not show a significant association with PIL score (KW test value = 12.817, p = 

0.118), meaning that religion does not appear to make any influence on the level of PIL, as 

participants, regardless of their religious views, had similar level of insurance literacy. 

However, according to another publication, religious beliefs play an important role in investors' 

decisions and can make some influence on financial knowledge and understanding (Al-Afifi, 

2013). It needs to be remembered, though, that insurance literacy may not always positively 

correlate with financial literacy, as was discussed in Chapter Three. 

 
Table 7.36 Kruskall Walis test analysis for the relationship between religion and PIL 

score 
Religion  Frequency Mean value Mean rank Significance 

Buddhism  9 3.02 378.89 KW test value = 

12.817*** 

 

(df = 8) 

  

Christianity 300 3.20 404.78 

Hinduism 17 2.71 347.53 

Islam  38 2.95 370.46 

Judaism 17 2.29 309.68 

No answer 11 2.43 308.86 

No religion 393 3.31 418.28 

Other  6 2.56 331.97 

Yes, but did not specify 26 3.77 475.25 

Note: This table contains information about the relationship between religion and PIL score. The highest PIL scores were evident for ‘Yes, 

but did not specify’ category. * p < 0.05, ** p < 0.01, *** p <0.001 
 

In conclusion, it can be seen that while performing well in some questions, the same religious 

groups could have performed poorly in others, and as a result it could be suggested that 

religious beliefs or lack of those, do not affect personal insurance literacy of respondents.   

  

7.6.4    Gender of the respondents  
 
Table 7.37 demonstrates that males had a higher PIL score (9.9%) compared to females (6.7%) 

for PIL 7, however the difference does not appear to be very significant. Comparing PIL scores 

with PIC understanding scores, it can be suggested that both males and females are 

overconfident about their perceived understanding (15.3% and 13.1%, respectively), as their 

actual literacy levels were lower (9.9% and 6.7%, respectively), however all scores were still 
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in line between males and females. More detailed findings from Chi-Square test are also 

discussed below. 

 
Table 7.37 Overall PIL scores for gender 

Gender PIL 0 PIL 1 PIL 2 PIL 3 PIL 4 PIL 5 PIL 6 PIL 7 

Males (392) 31 

(7.9%) 

61 

(15.6%) 

93 

(23.7%) 

32 

(8.2%) 

46 

(11.7%) 

39 

(9.9%) 

51 

(13%) 

39 

(9.9%) 

Females (420) 48 

(11.4%) 

55 

(13.1%) 

94 

(22.4%) 

41 

(9.8%) 

56 

(13.3%) 

69 

(16.4%) 

29 

(6.9%) 

28 

(6.7%) 

Note: This table contains information about the percentage of males and females who belonged to a specific personal insurance literacy (PIL) 
score. The highest PIL score of 7 was evident for males, although the difference between males and females was not significant.  
 
To gain a further understanding of how the gender of respondents could affect answers to each 

PIL question, the percentages of correct and incorrect answers to seven PIL questions were 

calculated and tables for each demographic category can be found in Appendix 6.  

 
The correct answer to question one was ‘Yes’,54 and 46.7 percent of males and 47.5 percent of 

females answered it correctly. A high percentage of males and females answered ‘Don’t know’, 

which could suggest low level of insurance literacy.  

  
The correct answer to question two was ‘Yes’,55 and 52.7 percent of females and 48.3 percent 

of males answered it correctly. Once again, a high percentage of males (47.8%) and females 

(44.8%) answered ‘Don’t know’.  

 

The correct answer to question three was ‘30 days’,56 and unlike questions one and two, more 

males provided correct answers (32.8%) compared to females (26.1%). 

 
The correct answer to question four was ‘No’,57 and female respondents performed better 

compared to male counterparts, with the percentage of correct answers for females being 39.6 

percent and 35.9 percent for males.  

 

The correct answer to question five was ‘Unlikely to ever work again’,58 and was answered 

similarly correctly by males and females, with 42.5 percent and 42 percent, respectively. 

 

The correct answer to question six was ‘False’,59 and considerably more males answered this 

question correctly compared to females (61.4% and 51.5%, respectively).  

 

 
54 See Appendix 6(a) for a table depicting the percentage of correct and incorrect answers to PIL Question 1 – Gender 
55 See Appendix 6(b) for a table depicting the percentage of correct and incorrect answers to PIL Question 2 – Gender  
56 See Appendix 6(c) for a table depicting the percentage of correct and incorrect answers to PIL Question 3 – Gender 
57 See Appendix 6(d) for a table depicting the percentage of correct and incorrect answers to PIL Question 4 – Gender 
58 See Appendix 6(e) for a table depicting the percentage of correct and incorrect answers to PIL Question 5 – Gender 
59 See Appendix 6(f) for a table depicting the percentage of correct and incorrect answers to PIL Question 6 – Gender 
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The correct answer to question seven was ‘False’,60 and significantly more males (73.8%) 

answered this question correctly compared to females (65.2%).   

 

It could be concluded that for questions six and seven males answered correctly with a 

significantly higher percentage compared to females, however questions where females 

provided correct answers, the difference in percentage in comparison with males was very 

insignificant. Overall, it appears that males had a little higher PIL scores, however, the 

difference was not statistically significant.  

 
Mann Whitney test was conducted to gain a further understanding if the gender of participants 

influenced PIL scores. Gender does not show a significant association with PIL score (MW U 

test value = 78044.000, p = 0.217). It appears that gender does not affect the knowledge and 

awareness when it came to personal insurance policies. In contrast, Adepoju et al., (2019) 

recorded a lower level of Health Insurance literacy among females compared to males. Authors 

further described that females were better able to compare insurance benefits. Other research 

has shown that financial illiteracy is widespread among women, and that many women are 

unfamiliar with the most basic economic concepts (Fonseca et al., 2012). Filipiak & Walle 

(2015) found that women, on average, are less likely to know about different financial 

instruments and practices than men. Authors further mentioned that this gap can be attributed 

to the difference in socio-cultural exposures of women. 

 
Table 7.38 Mann Whitney test analysis for the relationship between gender and PIL score 

Gender Frequency Mean value Mean rank Significance 

Male 392 3.32 416.40 MW U test value = 

78044.000*** 

 

 

Female 420 3.11 396.32 

Note: This table contains information about the relationship between gender and PIL score. Males had higher levels of PIL score. 
* p < 0.05, ** p < 0.01, *** p <0.001 
 

Overall, males had a little higher personal insurance literacy. However, the difference was not 

significant, and it could be suggested that gender of respondents was not the main factor 

affecting their personal insurance literacy.  

 

7.6.5    Age of the respondents  
 
From Table 7.39 it can be seen that only one percent of respondents aged 18-24 had PIL score 

of 7. The next lowest percentage of respondents who had PIL of 7 were participants who were 

 
60 See Appendix 6(g) for a table depicting the percentage of correct and incorrect answers to PIL Question 7 – Gender 
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65 years of age and above. It can be observed that 11.6 percent of respondents aged between 

45 and 54 had a PIL score of 7. Overall, it could be suggested that there was no significant 

difference in PIL score for age groups between 25 and 64, with 8.6 percent, 10.5 percent, 11.6 

percent, and 8.9 percent, respectively. However, a significant difference did exist for 

participants between 18-24 years of age and respondents who were 65 years of age and older, 

the percentage of people correctly answering PIL questions was not as high, suggesting that on 

average their personal insurance literacy was lower. It appears that respondents aged 65 and 

above were overconfident, because they had the highest PIC understanding scores (22.5%), 

however their PIL levels were not in line with their perceive level of understanding. 

 
Table 7.39 Overall PIL scores for various age groups 

Age group PIL 0 PIL 1 PIL 2 PIL 3 PIL 4 PIL 5 PIL 6 PIL 7 

18-24 (103) 14 

(13.6%) 

26    

(25.2%) 

40  

(38.8%) 

6      

(5.8%) 

7       

(6.8%) 

8      

(7.8%) 

1           

(1%) 

1       

(1%) 

25-34 (174) 24 

(13.8%) 

25   

(14.4%) 

51  

(29.3%) 

16    

(9.2%) 

12    

(6.9%) 

20  

(11.5%) 

11     

(6.3%) 

15 

(8.6%) 

35-44 (181) 15   

(8.3%) 

22   

(12.2%) 

40  

(22.1%) 

12    

(6.6%) 

26  

(14.4%) 

25  

(13.8%) 

22   

(12.2%) 

19 

(10.5%) 

45-54 (129) 10   

(7.8%) 

17   

(13.2%) 

22  

(17.1%) 

12    

(9.3% ) 

17  

(13.2%) 

16  

(12.4%) 

20   

(15.5%) 

15 

(11.6%) 

55-64 (124) 9      

(7.3%) 

13   

(10.5%) 

21  

(16.9%) 

12    

(9.7%) 

21  

(16.9%) 

24  

(19.4%) 

13   

(10.5%) 

11 

(8.9%) 

65 and above 

(102) 

7      

(6.9%) 

13   

(12.7%) 

13  

(12.7%) 

16  

(15.7%) 

19  

(18.6%) 

15  

(14.7%) 

13   

(12.7%) 

6   

(5.9%) 

Note: This table contains information about the percentage of respondents in various age groups belonging to a specific personal insurance 

literacy (PIL) score. The highest PIL score of 7 was evident for respondent in the 45-54 age group. 
 

To gain a further understanding of how age of respondents could affect answers to each PIL 

question, the percentages of correct and incorrect answers to seven PIL questions were 

calculated and tables for each demographic category can be found in Appendix 7. 

 
The correct answer to question one was ‘Yes’,61 which was mainly provided by respondents in 

the age groups between 35-44 (53.4%), 45-54 (54.4%) and 55-64 (57.6%). The lowest 

percentage of correct answers came from the age groups 18-24 (17.8%) and 25-34 (43.3%). 

The highest percentage of respondents who provided ‘Don’t know’ answer came from the 18-

24 age group (79%) and the 25-34 age group (53%).  

 

The correct answer to the second question was ‘Yes’.62 The highest percentage of correct 

answers was evident for the age groups 55-64 (65.2%) and 65 and above (58%), followed by- 

the 35-44 age group (56.8%). The highest percentage of ‘Don’t know’ answers came from the 

18-24 age group (80.2%) and the 25-34 age group (49.4%).   

 
61 See Appendix 7(a) for a table depicting the percentage of correct and incorrect answers to PIL Question 1 – Age groups 
62 See Appendix 7(b) for a table depicting the percentage of correct and incorrect answers to PIL Question 2 – Age groups 
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The correct answer to question three was ‘30 days’,63 and the majority of correct answers came 

from the 35-44 age group (38.1%), followed by the 45-54 age group (36.8%) and the 55-64 

age group (36.5%). Most respondents answered ‘Don’t know’, which could indicate that on 

average people had low levels of insurance literacy.  

 

The correct answer to question four was ‘No’,64 and the highest percentage came from the 65 

and above age group (50%) and the 55-64 age group (45.8%). Once again, many respondents 

answered ‘Not sure’, with the highest percentage evident for the 18-24 age group (81.2%).    

 
The correct answer to question five was ‘Unlikely to ever work again’.65 The high percentage 

of correct answers came from the 45-54 (53.6%) and the 55-64 (51.7%) age groups. The highest 

percentage of respondents who answered ‘Don’t know’ was the 18-24 age group (80.2%).   

 

The correct answer to question six was ‘False’,66 and the age groups which provided the highest 

percentage of correct answers were 45-54 (64%) and 35-44 (57%). Other age groups also did 

generally well in this question; however, there were still many respondents who answered 

incorrectly.    

 
The correct answer to question seven was ‘False’.67 This question was answered correctly by 

most people, with the highest percentage of correct answers coming from the age group 18-24 

(73.3%), followed by the 35-44 age group (71.6%). Once again, this was more of a taxation 

question and most people may be aware of allowable deductions. 

It can be seen from the above discussion that correct answers were provided by various age 

groups, but more frequently correct answers came from the age groups: 45-54 and 55-64.   

 
More analysis was conducted to gain a further understanding if age had a significant effect on 

PIL scores. Age group showed a significant association with PIL score (KW test value = 

55.246, p < 0.001), with the 45-54 age group showing the highest level of mean PIL score 

(3.64), while the 18-24 age group reported the lowest value (1.99). Pairwise comparisons were 

done to elicit individual differences between each category. It was shown there were significant 

differences between the 18-24 vs 25-34 (p = 0.020), the 18-24 vs 35-44 (p < 0.001), the 18-24 

vs 45-54 (p < 0.001), the 18-24 vs 55-64 (p < 0.001), the 18-24 vs >65 (p < 0.001), the 25-44 

vs 45-54 (p = 0.020), and the 25-44 vs 55-64 (p = 0.017) categories. These results indicate that 

respondents belonging to the age group 18-24 were associated with poor insurance literacy. 

 
63 See Appendix 7(c) for a table depicting the percentage of correct and incorrect answers to PIL Question 3 – Age groups 
64 See Appendix 7(d) for a table depicting the percentage of correct and incorrect answers to PIL Question 4 – Age groups 
65 See Appendix 7(e) for a table depicting the percentage of correct and incorrect answers to PIL Question 5 – Age groups 
66 See Appendix 7(f) for a table depicting the percentage of correct and incorrect answers to PIL Question 6 – Age groups 
67 See Appendix 7(g) for a table depicting the percentage of correct and incorrect answers to PIL Question 7 – Age groups 
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Pairwise comparison also found that this age group showed a significant difference from other 

age categories. Adepoju et al., (2019) also reported lower level of insurance literacy among 

younger people. 

 
Table 7.40 Kruskall Walis test analysis for the relationship between age groups and PIL 

score 

Age group Frequency Mean value Mean rank Significance 

18-24 103 1.99 273.12 KW test value = 

55.246*** 

df = 5 

 

25-34 174 2.84 365.48 

35-44 181 3.49 436.42 

45-54 129 3.64 454.30 

55-64 124 3.63 454.04 

65 and above 102 3.51 442.84 

[Significant comparisons] 

18-24 vs 25-34* 

18-24 vs 35-44*** 

18-24 vs 45-54*** 

18-24 vs 55-64*** 

18-24 vs >65*** 

25-44 vs 45-54* 

25-44 vs 55-64* 
Note: This table contains information about the relationship between age and PIL scores. The highest PIL scores were evident for the 45-54 

and the 55-64 age groups.  
* p < 0.05, ** p < 0.01, *** p <0.001 
 

Overall, it could be suggested that the highest level of personal insurance literacy was evident 

for the 45-54 age group and the lowest level of PIL was seen for the 18-24 age group. This 

result could potentially be explained by the fact that people above forty years of age would be 

more likely to express interest in personal insurance as a means of protecting themselves and 

their families in the case of unfortunate events taking place. 

 

7.6.6    Education level of the respondents  
 
From Table 7.41 it can be seen that the highest PIL score of 7 was gained by respondents with 

postgraduate education level (16.6%), followed by bachelor degree holders (8.9%). Overall, 

the PIL score increases as the education level increases. However, looking at PIL of 7, it could 

be suggested that Year 10 graduates had a better understanding of personal insurances than 

Year 12 and TAFE graduates. Looking at PIL of 6, it is interesting to note that 13.9 percent of 

Year 10 graduates had this score, compared to 3.9 percent Year 12 graduates, 10.3 percent of 

TAFE graduates, 12.2 percent of bachelor degree holders and 11.5 percent of postgraduate 

degree holders. The calculation was prepared to ascertain what kind of respondents belonged 

to Year 10 category. It was found that 27.8 percent of them were full-time employees, 27.8 

percent were employed on part-time basis, 5.6 percent were casual employees, 13.9 percent 

were self-employed (which was the highest percentage compared by other education groups), 

and 25 percent were retirees, which by far was the highest proportion compared to other 
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education groups.68 Furthermore, it was established that retirees were mainly those aged 65 and 

above (70.6%) and the 55-64 age group (16.9%)69. Since it was established that those aged 65 

and above had low levels of PIL, it can be suggested that higher than expected levels of PIL 

for Year 10 graduates did not come from retirees who were aged 65 and above. Higher than 

expected PIL level could have been contributed by retirees who were in the age bracket 55-64 

(who were found to have high PIL levels), or self-employed people, who were also found to 

have high levels of insurance literacy. Further calculation was performed, and it was found that 

27.8 percent of those who were Year 10 graduates were aged between 45-54, and 25 percent 

were aged 65 and above.70 This also suggests that higher than expected PIL scores could have 

been contributed by those aged 45-54, as they were found to have high PIL levels. These 

suggestions are in line with previous demographic findings described in this chapter.  

 
Table 7.41 Overall PIL scores for various education levels 

Education level PIL 0 PIL 1 PIL 2 PIL 3 PIL 4 PIL 5 PIL 6 PIL 7 

Year 10 (36) 2    

(5.6%) 

8   

(22.2%) 

7    

(19.4%) 

2    

(5.6%) 

6    

(16.7%) 

4  

(11.1%) 

5   

(13.9%) 

2     

(5.6%) 

Year 12 (181) 20   

(11%) 

45 

(24.9%) 

67     

(37%) 

16  

(8.8%) 

10    

(5.5%) 

10  

(5.5%) 

7     

(3.9%) 

6     

(3.3%) 

TAFE (165) 18 

(10.9%) 

27 

(16.4%) 

38     

(23%) 

10  

(6.1%) 

25 

(15.2%) 

23 

(13.9%) 

17 

(10.3%) 

7     

(4.2%) 

Bachelor degree 

(270) 

25  

(9.3%) 

25   

(9.3%) 

48 

(17.8%) 

31 

(11.5%) 

38 

(14.1%) 

46   

(17% ) 

33 

(12.2%) 

24   

(8.9%) 

Postgraduate 

(157) 

14  

(8.9%) 

11      

(7%) 

26 

(16.6%) 

14  

(8.9%) 

23 

(14.6%) 

25 

(15.9%) 

18 

(11.5%) 

26 

(16.6%) 

Note: This table contains information about the percentage of respondents in various education groups belonging to a specific personal 
insurance literacy (PIL) score. The highest PIL score of 7 was evident for respondents who held a postgraduate qualification. 
 

Overall, it could be suggested that on average respondents with higher education levels were 

more likely to have higher PIL scores, however, this assumption may not always hold. PIL 

levels were in line with PIC understanding levels, with the highest scores belonging to 

postgraduate degree holders.  

 
To gain a further understanding of how education level of respondents could affect answers to 

each PIL question, the percentages of correct and incorrect answers to seven PIL questions 

were calculated and tables for each demographic category can be found in Appendix 8. 

 
The correct answer to question one was ‘Yes’,71 which were mainly provided by bachelor 

degree holders (58.8%) and by postgraduate degree holders (58%). Higher percentage of Year 

 
68 See Appendix 10 for the ‘Education level vs Employment status’ table.  
69 See Appendix 10 for the ‘Age groups vs Employment status’ table. 
70 See Appendix 10 for the ‘Education level vs Age groups’ table. 
71 See Appendix 8(a) for a table depicting the percentage of correct and incorrect answers to PIL Question 1 – Education level 
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10 high school graduates provided correct answers (47.2%) compared to Year 12 high school 

graduates (22.5%), and respondents with TAFE education (46.4%).  

 

The correct answer to question two was ‘Yes’,72 and the highest percentage of correct answers 

come from postgraduate degree holders (70%), followed by bachelor degree holders (62.7%) 

and Year 10 high school leavers (47.2%). Similar to other demographic groups, a fairly high 

percentage of respondents answered ‘Don’t know’, which could lead to believe that people 

were poorly informed about personal insurance products.  

 

The correct answer to question three was ‘30 days’,73 and most of the correct answers came 

from respondents with a postgraduate level of education (41.3%), following by Year 10 

graduates (36.1%). Once again, the least percentage of correct answers came from Year 12 

high school leavers, and a high percentage of respondents provided ‘Don’t know’ as an answer.   

 
The correct answer to question four was ‘No’,74 and correct answers were mainly contributed 

by postgraduate degree holders (51.3%) and bachelor degree holders (44.3%). Year 10 high 

school leavers once again showed higher levels of PIL (41.7%), compared to Year 12 high 

school leavers (17.4%) and TAFE graduates (36%). 

 
The correct answer to question five was ‘Unlikely to ever work again’,75 and similar to question 

four, correct answers were largely contributed by postgraduate degree holders (58%), followed 

by bachelor degree holders (50.6%). Year 10 high school leavers showed higher levels of PIL 

(47.2%) compared to Year 12 high school leavers (21.4%) and TAFE graduates (36.6%). 

 

The correct answer to question six was ‘False’,76 and was correctly answered by mainly 

postgraduate degree holders (58.7%), followed by bachelor degree holders (57.3%) and Year 

12 high school leavers (57.3%). The highest percentage of incorrect answers came from TAFE 

graduates.  

 

The correct answer to question seven was ‘False’,77 this question was answered well by all 

participants. However, the highest percentage of correct answers came from respondents 

holding Year 12 qualification, closely followed by those with a postgraduate degree. 

  

 
72 See Appendix 8(b) for a table depicting the percentage of correct and incorrect answers to PIL Question 2 – Education level 
73 See Appendix 8(c) for a table depicting the percentage of correct and incorrect answers to PIL Question 3 – Education level 
74 See Appendix 8(d) for a table depicting the percentage of correct and incorrect answers to PIL Question 4 – Education level 
75 See Appendix 8(e) for a table depicting the percentage of correct and incorrect answers to PIL Question 5 – Education level 
76 See Appendix 8(f) for a table depicting the percentage of correct and incorrect answers to PIL Question 6 – Education level 
77 See Appendix 8(g) for a table depicting the percentage of correct and incorrect answers to PIL Question 7 – Education level 
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Overall, it can be concluded that the highest percentage of correct answers came from 

respondents with a postgraduate qualification.  

 
Kruskall Walis test was performed to gain a further understanding if education level had an 

effect on PIL scores. Education level showed a significant association with PIL score (KW test 

value = 65.179, p < 0.001). Those who had postgraduate level education showed the highest 

level of mean PIL score (3.90) while those who had education up to Year 12 reported the lowest 

value (2.22), suggesting that people who obtain higher level of education, on average, have 

higher level of personal insurance literacy. Pairwise comparisons were performed to elicit 

individual differences between each category. It was shown there are significant differences 

between Year 12 vs TAFE (p = 0.005), Year 12 vs bachelor degree (p < 0.001), Year 12 vs 

postgraduate (p < 0.001) and TAFE vs postgraduate (p = 0.005) categories. This demonstrates 

that the education status influences PIL levels, with bachelor degree and postgraduate degree 

holders, on average, having higher level of PIL. This conclusion is in line with other 

publications, where authors indicated that general literacy is positively correlated with 

insurance literacy (Ulbinate et al., 2013), because education makes a significant influence on 

the financial decision-making process. The findings have further shown that respondents who 

have Year 12 qualification showed the lowest level of literacy, and pairwise comparisons have 

also found that the ‘Year 12’ category was significantly different to ‘other’ category as well.  

 
Table 7.42 Kruskall Walis test analysis for the relationship between education levels and 

PIL score 

Education level  Frequency Mean value Mean rank Significance 

Year 10 36 3.22 404.69 KW test value = 

65.179*** 

             (df = 4) 

 

Year 12 181 2.22 296.78 

TAFE 165 3.02 385.41 

Bachelor degree 270 3.57 445.57 

Postgraduate 157 3.90 478.33 

[Significant comparisons] 

Year 12 Vs TAFE** 

Year 12 Vs Bachelor degree*** 

Year 12 Vs Postgraduate*** 

TAFE Vs Postgraduate ** 

Note: This table contains information about the relationship between education and PIL scores. Postgraduate degree holders had the highest 

level of PIL score. 
* p < 0.05, ** p < 0.01, *** p <0.001 
 
Overall, it appears that the highest PIL levels are evident for postgraduate degree holders, 

followed by bachelor degree holders. It could be suggested that people who are keen about 

education and studying, would also be interested to learn about personal insurance and the way 

it can offer protection for them and their families. The next highest PIL was seen for Year 10 

high school leavers, followed by vocational education graduates and Year 12 high school 
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leavers. It needs to be remembered that the number of people who were Year 10 high school 

leavers was very low compared to other participants, and this could potentially distort the 

findings.  

 

7.6.7    Income level of the respondents  
 
Table 7.43 demonstrates various income groups and their overall PIL scores. It is evident that 

people earning higher income had higher PIL levels. However, as with education groups, 

respondents on the lowest income had PIL of 7 more than participants earning between $18,200 

and $37,000 ($27,600). Respondents earning annual income of $180,000 and above had the 

highest PIL scores, however due to overall low number of respondents, the statistical outcomes 

could be potentially distorted. The increasing trend is evident in Table 7.43, however, 

respondents earning between $0 - $18,200 ($9,100) were seen to have higher PIL scores 

compared to those earning between $18,201 - $37,000 ($27,600), which was similar to PIC 

findings. Comparing PIC understanding scores with PIL scores, it could be suggested that the 

highest scores under PIC and PIL components were evident for those earning above $180,000 

per annum.  

 
Table 7.43 Overall PIL scores for various income levels 

Income Level PIL 0 PIL 1 PIL 2 PIL 3 PIL 4 PIL 5 PIL 6 PIL 7 

$9,100 (98) 13  

(13.3%) 

19  

(19.4%) 

23  

(23.5%) 

12  

(12.2%) 

8      

(8.2%) 

14  

(14.3%) 

5      

(5.1%) 

4      

(4.1%) 

$27,600 (145) 14    

(9.7%) 

26  

(17.9%) 

34  

(23.4%) 

19  

(13.1%) 

19  

(13.1%) 

18  

(12.4%) 

10    

(6.9%) 

5      

(3.4%) 

$58,500 (305) 32  

(10.5%) 

49  

(16.1%) 

79  

(25.9%) 

23    

(7.5%) 

35  

(11.5%) 

39  

(12.8%) 

24    

(7.9%) 

24   

(7.9%) 

$130,000 (226) 16    

(7.1%) 

21    

(9.3%) 

48  

(21.2%) 

18        

(8%) 

37  

(16.4%) 

33  

(14.6%) 

32  

(14.2%) 

21   

(9.3%) 

$180,000 (35) 0          

(0%) 

1       

(2.9%) 

3       

(8.6%) 

2       

(5.7%) 

3      

(8.6%) 

4    

(11.4%) 

9    

(25.7%) 

13 

(37.1%) 

Note: This table contains information about the percentage of respondents in various income groups belonging to a specific personal insurance 

literacy (PIL) score. The highest PIL score of 7 was evident for respondents who were on a salary of $180,000 and above per year. 
 
To gain a further understanding of how income levels of respondents could affect answers to 

each PIL question, the percentages of correct and incorrect answers to seven PIL questions 

were calculated and tables for each demographic category can be found in Appendix 9.  

 
The correct answer to question one was ‘Yes’.78 The proportion of correct answers generally 

represented an increasing trend, with the increase in income, the increase in the percentage of 

correct answers was evident. The only income group where the percentage of correct answers 

did not increase with the increased income was $37,001 - $80,000 ($58,500). As with other 

 
78 See Appendix 9(a) for a table depicting the percentage of correct and incorrect answers to PIL Question 1 – Income level 
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demographic groups, a high percentage of respondents answered ‘Don’t know’, which could 

suggest that they have low levels of insurance literacy.   

 

The correct answer to question two was ‘Yes’.79 As the income of respondents increased, so 

did the percentage of correct answers with no exception ($9,100 - 29.5%, $27,600 - 43.9%, 

$58,500 - 49.1%, $130,000 - 61.9%, and $180,000 - 75%). A high percentage of respondents 

answered ‘Don’t know’. 

 

The correct answer to question three was ’30 days’.80 Similar to question two, as the income 

of respondents increased, so did the percentage of correct answers ($9,100 - 20%, $27,600 - 

22.3%, $58,500 - 23.4%, $130,000 - 39%, and $180,000 - 72.2%). A high percentage of 

respondents answered ‘Don’t know’. 

 

The correct answer to question four was ‘No’.81 The highest percentage of correct answers 

came from people earning above $180,000 (55.5%), followed by the $80,001 - $180,000 

($130,000) income group (42.6%) and by the $0 - $18,200 ($9,100) group (35.8%). The lowest 

percentage of correct answers was seen for the $37,001 - $80,000 ($58,500) income group 

(33.7%). A high percentage of respondents answered ‘Don’t know’.  

 
The correct answer to question five was ‘Unlikely to ever work again’.82 The $0 - $18,200 

($9,100) income group outperformed (37.9%) the $18,201 - $37,000 ($27,600) group (31.6%), 

and the $37,001 - $80,000 ($58,500) income group (37.1%). However, the increasing trend 

was still evident for respondents earning $80,001 - $180,000 ($130,000) (51.6%) and above 

$180,000 (77.8%). A high percentage of respondents answered ‘Don’t know’. 

 
The correct answer to question six was ‘False’,83 and as with questions two and three, as the 

income of respondents increased, so did the percentage of correct answers. A high percentage 

of respondents answered ‘True’, which was a wrong answer, suggesting that, on average, they 

had low levels of insurance literacy.  

 
The correct answer to question seven was ‘False’.84 In this case, as the income of respondents 

increased, so did the percentage of correct answers, except for the $80,000 - $180,000 

($130,000) income group, where the percentage of correct answers has decreased compared to 

 
79 See Appendix 9(b) for a table depicting the percentage of correct and incorrect answers to PIL Question 2 – Income level 
80 See Appendix 9(c) for a table depicting the percentage of correct and incorrect answers to PIL Question 3 – Income level 
81 See Appendix 9(d) for a table depicting the percentage of correct and incorrect answers to PIL Question 4 – Income level 
82 See Appendix 9(e) for a table depicting the percentage of correct and incorrect answers to PIL Question 5 – Income level 
83 See Appendix 9(f) for a table depicting the percentage of correct and incorrect answers to PIL Question 6 – Income level 
84 See Appendix 9(g) for a table depicting the percentage of correct and incorrect answers to PIL Question 7 – Income level 
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$37,001 - $80,000 ($58,500). A high percentage of respondents answered ‘True’, which was a 

wrong answer, once again possibly suggesting that, on average, participants had low levels of 

insurance literacy.  

 
It is evident from the above tables that, on average, the highest percentage of correct answers 

came from respondents on the highest income level.  

 
Kruskall Walis test assisted in understanding if income levels influenced PIL scores. Income 

groups showed a significant association with PIL score (KW test value = 53.252, p < 0.001). 

Those who had an income above $180,000 showed the highest level of mean PIL score (5.28), 

while those who were in the $0 - $18,200 ($9,100) income group reported the lowest value 

(2.66). Pairwise comparisons were performed to elicit individual differences between each 

category. It was shown there were significant differences between the $9,100 vs $130,000 (p 

= 0.001), the $9,100 vs $180,000 (p < 0.001), the $27,600 vs $130,000 (p = 0.005), the $27,600 

vs $180,000 (p < 0.001), the $58,500 vs $130,000 (p = 0.007), the $58,500 vs $180,000 (p < 

0.001) and the $130,000 vs $180,000 (p = 0.001) categories. A clear correlation of PIL was 

found with the level of income, with the highest income category exhibiting the highest 

literacy, while the lowest income category reported the lowest literacy.  

 
Table 7.44 Kruskall Walis test analysis for the relationship between income levels and 

PIL score 

Income level Frequency Mean value Mean rank Significance 

$9,100 98 2.66 344.79 KW test value = 

53.252*** 

        (df = 4) 

 

$27,600 145 2.84 366.13 

$58,500 305 3.03 383.02 

$130,000 226 3.64 452.12 

$180,000 35 5.28 617.17 

[Significant comparisons] 

$9,100 Vs $130,000*** 

$9,100 Vs $180,000*** 

$27,600 Vs $130,000** 

$27,600 Vs $180,000*** 

$58,500 Vs $130,000** 

$58,500 Vs $180,000*** 

$130,000 Vs $180,000*** 
Note: This table contains information about the relationship between income and PIL scores. Respondents who earned above $180,000 had 
the highest PIL scores.  
* p < 0.05, ** p < 0.01, *** p <0.001 
 

Overall, it could be suggested that on average, the higher the income respondents earned, the 

higher the percentage of correct answers they provided, and subsequently had higher PIL 

scores. The highest PIL scores were evident for those earning $180,000 per annum and above. 

A possible explanation is that higher income earners may be associated with higher levels of 

education, therefore their general understanding and financial literacy levels are expected to be 
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high. Additionally, people on higher income levels may have more disposable income and do 

have higher levels of personal insurance, as they are able to afford the insurance premiums.   

 
To conclude the PIL section it appears that most demographic groups had a significant 

relationship with the personal insurance literacy levels. It was further found that in many cases 

PIC understanding scores were not in line with the actual PIL levels. That is some 

demographics were over-confident in their personal insurance understanding compared to what 

their actual literacy scores would indicate. Seven questions were asked to ascertain 

respondents’ level of personal insurance literacy. Further analysis was conducted where 

responses provided by each demographic group to all seven questions were separately 

examined and it was concluded that most participants had a low level of personal insurance 

literacy. Overall, it could be concluded that on average respondents belonging to ‘casual’, ‘self-

employed’ and ‘full-time employment’ categories had a better understanding of personal 

insurance products. Another demographic group which possessed higher levels of personal 

insurance literacy were respondents who worked in the financial services industry. Religion 

did not have a significant association with PIL levels, and it was suggested that religious beliefs 

or lack of those were not affecting personal insurance literacy of respondents. Gender was not 

found to be a major factor affecting personal insurance literacy, however while statistically 

insignificant, males had slightly higher PIL levels. The age of the participants reported a 

significant association with PIL levels, with the most literate respondents being in the 45-54 

age group. The lowest level of PIL was seen for the 18-24 age group. Education was reported 

to be an important factor affecting PIL levels. The highest literacy levels were evident for 

postgraduate degree holders, followed by bachelor degree holders. Income was also found to 

be an important factor, with the highest PIL scores being recorded for respondents earning 

$180,000 per annum and above.  

 

7.7    Personal insurance have (PIH) 
 
Statistical analyses were carried out to ascertain if respondents from various demographic 

groups had any personal insurance policies and if so, how much. The analyses were broken 

down into four personal insurance products: Life, TPD, Trauma and IP insurances.  

 
There will be a general discussion comparing various demographic groups and suggesting 

which group is more likely to hold various personal insurance policies and the amount of 

coverage. Therefore, in this section of the chapter it will not be appropriate to suggest that if 
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most participants have, for example $200,000 - $400,000 Life/TPD insurance, they are 

automatically underinsured, as some may only need $200,000 worth of Life insurance cover.  

 
Later in the chapter,85 however, each respondent will be assessed if they are underinsured or 

overinsured based on their needs: for example, their liabilities, income, net assets, and the 

number of dependents. At that point, conclusions will be drawn as to which respondent is 

underinsured, overinsured or adequately insured.    

 

7.7.1    Employment status of the respondents 
 
In this section the general discussion will be conducted as to which employment groups held 

various personal insurance policies and the amount of coverage. It was pointed out in the 

interviews with the informed participants that people’s employment status may have an 

influence on their purchasing decisions. For example, people who are self-employed may be 

more likely to purchase higher levels of personal insurance products to protect themselves and 

the business, as they may not be entitled to sick and holiday leave. The discussion will start 

with Life insurance, as most people would have some amount of Life insurance inside their 

superannuation account. Therefore, it would be interesting to contrast the amounts respondents 

have for Life and TPD insurances compared to IP and Trauma insurances. IP insurance within 

their superannuation accounts is usually very standard, with 75 percent of their income 

covered,86 30 days waiting period87 and two years benefit period.88 This may not be adequate 

for most people, and they may need to get an additional cover outside of their superannuation 

account. Trauma insurance is not allowed to be purchased within superannuation accounts, and 

as a result many people could be underinsured in relation to this insurance type.   

 
Life insurance  
 
Table 7.45 demonstrates that 23.8 percent of full-time employees had no Life insurance. Most 

full-time employees (28.7%) held $200,001 - $400,000 worth of Life insurance. Only 1.8 

percent of full-time employees held between $1,500,001 - $2,000,000 worth of Life insurance. 

The majority of part-time employees indicated that they did not have Life insurance. Only one 

part-time worker had between $1,500,001 - $2,000,000 worth of Life insurance. Retirees and 

students accounted for most respondents who did not have Life insurance, with 80 percent and 

84.6 percent, respectively. Self-employed individuals were the ones who had the highest 

 
85 See Personal Insurance Need (PIN) and Personal Insurance Shortfall (PIS) section for detailed analyses for each respondent.  
86 This means that 75% of their income will be paid to them if they are unable to work due to injury or disability.  
87 This means that they will have to wait for 30 days to start receiving payments from their insurance company after making a claim.  
88 This means they will only be able to receive benefits for two ears, and after that period the payments from their insurance companies will 
stop.  
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percentage of respondents (11.1%) with $1,500,001 - $2,000,000 worth of Life insurance. 

Casual, homemaker, unemployed, retirees and students, on average, had very low levels of Life 

insurance. Table 7.45 illustrates that 62.789 percent of full-time workers, 50.2 percent of self-

employed workers, 25 percent of casual workers, 24.3 percent of part-time workers, 12.1 

percent of homemakers, 11.4 percent of unemployed people, 7.6 percent of students, and 7.4 

percent of retired individuals had some amount of Life insurance. It appears that the main 

purchasers of Life insurance were full-time and self-employed respondents, which was in line 

with their PIC adequacy scores, with self-employed participants reporting the highest level of 

PIC score.  

 
Table 7.45 Employment status of respondents and its effect on having Life insurance  

Employment $0 $1          

-                                                                     

$200, 

000 

$200, 

001             

-         

$400,        

000 

$400,                 

001                                       

-                        

$600,                           

000 

$600,                                

001                                                 

-                                

$800,                                   

000 

$800,                                      

001                                                           

-                                               

$1,000,                                  

000 

$1,000,  

001                        

- 

$1,500,  

000 

$1,500, 

001               

- 

$2,000, 

000 

≥ 

$2,000,  

001 

No 

answer / 

Don't 

know 

Full Time 

(341)  

81 

(23.8%) 

26 

(7.6%) 

98 

(28.7%) 

38 

(11.1%) 

31 

(9.1%) 

6 

(1.8%) 

9      

(2.6%) 

6    

(1.8%) 

0       

(0%) 

46        

(13.5%) 

Part Time 

(189) 

129 

(68.3%) 

9 

(4.8%) 

20 

(10.6%) 

11 

(5.8%) 

4  

(2.1%) 

0    

(0%) 

1      

(0.5%) 

1    

(0.5%) 

0     

(0%) 

14        

(7.4%) 

Casual (12) 7 

(58.3%) 

1 

(8.3%) 

2 

(16.7%) 

0      

(0%) 

0      

(0%) 

0    

(0%) 

0         

(0%) 

0        

(0%) 

0     

(0%) 

2         

(16.7%) 

Self-

employed 

(90)                     

39 

(43.3%) 

5 

(5.6%) 

5  

(5.6%) 

7  

(7.8%) 

6  

(6.7%) 

6 

(6.7%) 

6      

(6.7%) 

10 

(11.1%) 

0     

(0%) 

6            

(6.7%) 

Homemaker 

(33) 

25 

(75.8%) 

1  

(3%) 

2  

(6.1%) 

1      

(3%) 

0      

(0%) 

0    

(0%) 

0         

(0%) 

0        

(0%) 

0    

(0%) 

4        

(12.1%) 

Unemployed 

(26) 

18 

(69.2%) 

1 

(3.8%) 

0       

(0%) 

1  

(3.8%) 

1  

(3.8%) 

0    

(0%) 

0         

(0%) 

0        

(0%) 

0     

(0%) 

5        

(19.2%) 

Retiree (95) 76 

(80%) 

6 

(6.3%) 

0      

(0%) 

0      

(0%) 

0      

(0%) 

1 

(1.1%) 

0         

(0%) 

0        

(0%) 

0     

(0%) 

12      

(12.6%) 

Student (26) 22 

(84.6%) 

0    

(0%) 

1  

(3.8%) 

1  

(3.8%) 

0      

(0%) 

0   

(0%) 

0         

(0%) 

0        

(0%) 

0     

(0%) 

2           

(7.7%) 

Note: This table contains information about the percentage of respondents in various occupation groups holding a certain amount of Life 

insurance, which fell in different ranges (from $0 to above $2,000,000). It can be seen from the table that respondents who had higher levels 

of Life insurance were full-time workers and self-employed. No participants held amount insured under Life insurance for over $2,000,000.  

 
 
Total and permanent disability insurance (TPD) 
 
Regarding TPD insurance, the situation was very similar as for Life insurance. As per Table 

7.46, the highest percentage of respondents who did not have TPD insurance were retirees 

(83.2%), homemakers (81.8%) and students (80.8%). The only two groups which had TPD 

insurance worth between $1,500,001 - $2,000,000 were full-time workers (1.2%) and self-

employed individuals (12.2%). Most respondents either did not have TPD insurance or held 

 
89 (7.6%+28.7%+11.1%+9.1%+1.8%+2.6%+1.8%). All subsequent calculations of total percentages will be calculated in the same way, by 

adding all the individual percentages from various amounts of coverage. Therefore, no further breakdown will be provided for subsequent 
percentage calculations.  
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cover which was under $400,000 in value. Table 7.46 illustrates that 57.7 percent of full-time 

workers, 43.3 percent of self-employed workers, 14.2 percent of part-time workers, 8.3 percent 

of casual workers, 7.6 percent of students, 4.3 percent of retired individuals, 3.8 percent of 

unemployed people and 3 percent of homemakers had some amount of TPD insurance. As with 

Life insurance, the main purchasers of TPD insurance were full-time and self-employed 

respondents, which was in line with their PIC adequacy scores. While minimum amounts of 

coverage could be sufficient for some individuals who, for example, do not have liabilities and 

have substantial emergency funds, for others this amount may not be adequate to provide for 

their financial needs.  

 
Table 7.46 Employment status of respondents and its effect on having TPD insurance  

Employment $0 $1                 

- $200, 

000 

$200,              

001                                 

-                      

$400,                        

000 

$400,          

001                      

-             

$600,         

000 

$600,    

001              

-                   

$800,                             

000 

$800,             

001              

-         

$1,000,    

000 

$1,000,   

001                     

-             

$1,500,          

000 

$1,500, 

001             

-  

$2,000, 

000 

≥ 

$2,000,  

001 

No 

answer     

/ Don't 

know 

Full Time 

(341) 

90 

(26.4%) 

25 

(7.3%) 

90 

(26.4%) 

38 

(11.1%) 

27 

(7.9%) 

4 

(1.2%) 

9 

(2.6%) 

4     

(1.2%) 

0      

(0%) 

54 

(15.8%) 

Part Time 

(189) 

135 

(71.4%) 

9   

(4.8%) 

18 

(9.5%) 

5  

(2.6%) 

3 

(1.6%) 

0    

(0%) 

1 

(0.5%) 

0         

(0%) 

0      

(0%) 

17        

(9%) 

Casual (12) 9   

(75%) 

1   

(8.3%) 

0     

(0%) 

0     

(0%) 

0     

(0%) 

0    

(0%) 

0    

(0%) 

0         

(0%) 

0      

(0%) 

2    

(16.7%) 

Self-

employed 

(90) 

42 

(46.7%) 

4   

(4.4%) 

4  

(4.4%) 

4  

(4.4%) 

5 

(5.6%) 

5 

(5.6%) 

6 

(6.7%) 

11 

(12.2%) 

0      

(0%) 

8       

(8.9%) 

Homemaker 

(33) 

27 

(81.8%) 

1      

(3%) 

0     

(0%) 

0     

(0%) 

0     

(0%) 

0    

(0%) 

0    

(0%) 

0         

(0%) 

0      

(0%) 

5     

(15.2%) 

Unemployed 

(26) 

19 

(73.1%) 

1   

(3.8%) 

0     

(0%) 

0     

(0%) 

0     

(0%) 

0    

(0%) 

0    

(0%) 

0         

(0%) 

0      

(0%) 

6     

(23.1%) 

Retiree (95) 79 

(83.2%) 

2   

(2.1%) 

1  

(1.1%) 

0     

(0%) 

0     

(0%) 

1 

(1.1%) 

0     

(0%) 

0         

(0%) 

0      

(0%) 

12 

(12.6%) 

Student (26) 21 

(80.8%) 

1   

(3.8%) 

1  

(3.8%) 

0     

(0%) 

0      

(0%) 

0    

(0%) 

0     

(0%) 

0         

(0%) 

0      

(0%) 

3    

(11.5%) 

Note: This table contains information about the percentage of respondents in various occupation groups holding a certain amount of TPD 

insurance, which fell in different ranges (from $0 to above $2,000,000). It can be seen from the table that respondents who had higher levels 

of TPD insurance were full-time workers and self-employed. No participants held amount insured under TPD insurance for over $2,000,000.  

 

Trauma insurance  
 
As Trauma insurance is not available through a superannuation fund, a drastic reduction in 

respondents taking out this cover can be observed, while if with Life and TPD insurances, 

roughly a quarter of full-time workers did not have these covers, with Trauma insurance the 

majority of respondents (71.6%) did not have this cover. The lowest percentage of respondents 

who reported that they did not have Trauma insurance were self-employed individuals. As with 

previous insurances, they were the ones to hold the highest level of cover ($1,500,001 - 

$2,000,000). No employment groups had more than $2,000,001 in Trauma insurance. Table 

7.46 demonstrates that 32.1 percent of self-employed workers, 18.3 percent of full-time 
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workers, 8.3 percent of casual workers, 7.9 percent of part-time workers, 7.6 percent of 

unemployed people, 3.3 percent of retired individuals, 0 percent of homemakers and 0 percent 

of students had some amount of Trauma insurance. As with Life and TPD insurances, the main 

purchasers of Trauma insurance were full-time and self-employed respondents. It needs to be 

pointed out that Trauma insurance is generally the most expensive personal insurance type, 

coupled with inability to hold it inside a superannuation fund, may result in the perception of 

it being unaffordable. PIC adequacy scores for self-employed and full-time workers were in 

line with their PIL scores, suggesting that, on average, they were not overconfident about 

believing that they held adequate amounts of personal insurance policies.   

 
Table 7.47 Employment status of respondents and its effect on having Trauma insurance 

Employment $0 $1                

-   

$200, 

000 

$200,  

001           

-    

$400, 

000 

$400,  

001            

-    

$600, 

000 

$600, 

001            

-    

$800, 

000 

$800,     

001                

- 

$1,000

, 000 

$1,000

, 001                

-    

$1,500

, 000 

$1,500,     

001               

-    

$2,000, 

000 

≥   

$2,000

, 001 

No 

answer / 

Don't 

know 

Full Time 

(341) 

244 

(71.6%) 

4   

(1.2%) 

18 

(5.3%

) 

27 

(7.9%) 

6 

(1.8%

) 

6 

(1.8%) 

0        

(0%) 

1    

(0.3%) 

0         

(0%) 

35      

(10.3%) 

Part Time 

(189) 

157 

(83.1%) 

1   

(0.5%) 

9 

(4.8%

) 

5 

(2.6%) 

0    

(0%) 

0    

(0%) 

0        

(0%) 

0        

(0%) 

0        

(0%) 

17            

(9%) 

Casual (12) 10 

(83.3%) 

1   

(8.3%) 

0     

(0%) 

0    

(0%) 

0    

(0%) 

0    

(0%) 

0        

(0%) 

0        

(0%) 

0        

(0%) 

1           

(8.3%) 

Self-

employed 

(90) 

51 

(56.7%) 

2   

(2.2%) 

4 

(4.4%

) 

5 

(5.6%) 

3 

(3.3%

) 

4 

(4.4%) 

4    

(4.4%) 

7    

(7.8%) 

0        

(0%) 

10      

(11.1%) 

Homemaker 

(33) 

30 

(90.9%) 

0      

(0%) 

0    

(0%) 

0     

(0%) 

0    

(0%) 

0    

(0%) 

0        

(0%) 

0        

(0%) 

0     

(0%) 

3      

(9.1%) 

Unemployed 

(26) 

19 

(73.1%) 

1    

(3.8%) 

1 

(3.8%

) 

0    

(0%) 

0    

(0%) 

0    

(0%) 

0        

(0%) 

0        

(0%) 

0    

(0%) 

5    

(19.2%) 

Retiree (95) 78 

(82.1%) 

0      

(0%) 

1 

(1.1%

) 

1 

(1.1%) 

0    

(0%) 

1 

(1.1%) 

0        

(0%) 

0        

(0%) 

0    

(0%) 

14  

(14.7%) 

Student (26) 24 

(92.3%) 

0      

(0%) 

0    

(0%) 

0    

(0%) 

0    

(0%) 

0    

(0%) 

0        

(0%) 

0        

(0%) 

0    

(0%) 

2      

(7.7%) 

Note: This table contains information about the percentage of respondents in various occupation groups holding a certain amount of Trauma 

insurance, which fell in different ranges (from $0 to above $2,000,000). It can be seen from the table that respondents who had higher levels 
of Trauma insurance were full-time workers and self-employed. No participants held amount insured under Trauma insurance for over 

$2,000,000. 

 

Income Protection insurance (IP) 
 
As stated earlier, IP insurance can be obtained within a superannuation fund, which can be a 

cash-flow effective way to pay for the cover. However, as pointed out earlier, the coverage 

offered inside a superannuation fund is not always adequate, with 75 percent of the income 

protected, 30 days waiting period and two years benefit period. Some insurance companies, 
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like OnePath,90 covers up to 80 percent of the insured’s income through IP insurance. However, 

if the person has IP insurance outside of their superannuation fund, they can choose to have a 

shorter waiting period, for example 14 days, and longer benefit period, for example, until the 

age of 70. It is a much more comprehensive cover to have, compared to covers with shorter 

benefit periods and longer waiting periods. However, it does come with an increased premium, 

which some people may not be able to afford, and as a result only have the coverage provided 

by their superannuation funds. Table 7.48 illustrates how occupation may affect people’s 

purchase of IP insurance. Only 30.2 percent of full-time workers had some IP insurance. This 

means that if they were not able to work due to injury or disability, they would only rely on 

their sick leave, holiday leave and work cover. Furthermore, 9.5 percent of part-time and 8.3 

percent of casual workers had IP insurance, which may not be adequate considering that part-

time workers may have less entitlements compared with full-time employees, whereas casual 

staff did not have most privileges at all. Self-employed people also had low purchasing rate of 

IP insurance, with only 37.8 percent respondents having this cover, which is surprisingly low, 

considering that they do not have any entitlements that full-time and part-time workers usually 

have, and if they are unable to work, they would need to meet all the expenses themselves. 

Homemakers, unemployed respondents, and students overall did not have any IP insurance, 

which could easily be explained by the fact that they do not work. If students did work, they 

were also stating their occupation type and were counted in that employment category for 

statistical analyses. From the discussion above it is evident that as with other personal insurance 

types, most people purchasing IP insurance were full-time and self-employed individuals. Once 

again, these findings are consistent with PIC adequacy levels, where these two occupation 

groups also possessed high confidence levels. 

 
Table 7.48 Employment status of respondents and its effect on having IP insurance 

Employment 0% 75% 80% No answer / Don't know 

Full Time (341) 198 (58.1%) 75 (22%) 28 (8.2%) 40 (11.7%) 

Part Time (189) 152 (80.4%) 15 (7.9%) 3 (1.6%) 19 (10.1%) 

Casual (12) 11 (91.7%) 1 (8.3%) 0 (0%) 0 (0%) 

Self-employed (90) 46 (51.1%) 8 (8.9%) 26 (28.9%) 10 (11.1%) 

Homemaker (33) 30 (90.9%) 0 (0%) 0 (0%) 3 (9.1%) 

Unemployed (26) 20 (76.9%) 0 (0%) 0 (0%) 6 (23.1%) 

Retiree (95) 78 (82.1%) 2 (2.1%) 0 (0%) 15 (15.8%) 

Student (26) 23 (88.5%) 0 (0%) 0 (0%) 3 (11.5%) 

Note: This table contains information about the percentage of respondents in various occupation groups holding a certain percentage of IP 

insurance. It can be seen from the table that respondents who had the higher percentage of IP insurance (80%) were full-time employees and 

self-employed people.  

 

 
90 http://www.onepath.com.au/insurances/income-protection/onecare-income-secure-cover.aspx  

http://www.onepath.com.au/insurances/income-protection/onecare-income-secure-cover.aspx
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Other tests were conducted to gain a further understanding if occupation had an effect on PIH. 

Firstly, univariable analysis was performed to elicit significant associations. As there were 

more than 2 x 2 groups, chi square test LR (Likelihood ratio) was used for interpretation. 

Occupation groups have shown a significant association with having all four types of personal 

insurance (for Life insurance LR = 212.26, p < 0.001, for TPD insurance LR = 231.10, p < 

0.001, for Trauma insurance LR = 55.97, p < 0.001 and for IP insurance LR = 118.55, p < 

0.001). This demonstrates that occupation type had an influence on purchasing personal 

insurance policies. Labour market structure is a known factor which determines purchasing 

behaviour of insurance policies (Scheve and Stasavage, 2008). The reason for this effect can 

be described in several ways. Occupation has a potential to determine personal income and 

subsequently buying power of consumer products, as both employment status and average 

salary can have a significant effect on purchasing power (Scheve and Stasavage, 2008). 

 
Table 7.49 Chi square analysis for the relationship between employment status and 

having personal insurance 

Employm

ent 

Life insurance TPD insurance Trauma insurance IP insurance 

Have Not 

have 

Signi

f. 

Have Not 

have 

Sign

if. 

Have Not 

have 

Sign

if. 

Have Not 

have 

Sign

if. 

Full time 

(n = 341) 

214 

29.6% 

81 

11.3% 

LRa = 

212.2

6*** 

 

df = 

16 

  

197 

27.9% 

90 

12.8% 

LRa 

= 

231.

10**

* 

df = 

16 

 

62 

8.4% 

244 

33.7% 

LRa 

= 

55.9

7*** 

 

df = 

16 

 

103 

14.3% 

198 

27.7% 

LRa 

= 

118.

55**

* 

df = 

16 

  

Part time 

(n = 189) 

46 

6.4% 

129 

17.9% 

36 

5.1% 

135 

19.2% 

15 

2.1% 

157 

21.7% 

18 

2.5% 

152 

21.3% 

Casual      

(n = 12) 

3 

0.4% 

7 

1.0% 

1 

0.1% 

9 

1.3% 

1 

0.1% 

10 

1.4% 

1 

0.1% 

11 

1.5% 

Self- 

Employe

d 

(n = 90) 

45 

6.3% 

39 

5.4% 

39 

5.6% 

42 

6.0% 

29 

4.0% 

51 

7.0% 

34 

4.8% 

46 

6.4% 

Homema

ker 

(n = 33) 

4 

0.6% 

25 

3.5% 

1 

0.1% 

27 

3.8% 

0 

0.0% 

30 

4.1% 

0 

0.0% 

30 

4.2% 

Unemplo

yed 

(n = 26) 

3 

0.4% 

18 

2.5% 

1 

0.1% 

19 

2.7% 

2 

0.3% 

19 

2.6% 

0 

0.0% 

20 

2.8% 

Retired 

(n = 95) 

7 

1.0% 

76 

10.6% 

4 

0.6% 

79 

11.3% 

3 

0.4% 

78 

10.8% 

2 

0.3% 

78 

9.6% 

Student                  

(n= 26)  

2 

0.3% 

22 

3.1% 

2 

0.3% 

21 

3.0% 

0 

0.0% 

24 

3.3% 

0 

0.0% 

23 

3.2% 

Note: This table contains information about the relationship between occupation and PIH levels. Occupation groups have shown a significant 
association with having all four types of personal insurance. 

a – Likelihood ration (LR) was used for interpretation there were more than 2 x 2 groups, df = degrees of freedom, p = p value (significant 

level) 
* p < 0.05, ** p < 0.01, *** p <0.001 
 
Binary logistic regression was applied to determine associations between individual 

occupational statuses with the likelihood of having Life insurance. For certain variables there 

are too many categories (eight for employment status and nine for religion). Applying logistic 
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regression for a large set of predictor variables leads to certain limitations. Results will become 

weaker when the number of participants under each category becomes smaller. Therefore, 

logistic regression may not be suitable to handle a large number of categorical features. 

However, if these features are useful for the prediction, and they must be included, logistic 

regression can be used. However, it will fail to provide a reasonable accuracy. But logistic 

regressions will be an option as multivariate regression cannot be applied to this scenario. 

Logistic regression is also vulnerable to overfitting. However, it is important to include correct 

variables into the model. While it is tempting to include as many input variables as possible, 

this can dilute true associations and lead to large standard errors with wide and imprecise 

confidence intervals, or, conversely, identify spurious associations.91 

 
Binary logistic regression shows that only full-time employees (OR = 28.926, p < 0.001) and 

self-employed people (OR = 12.692, p = 0.001) showed a significantly higher chance of having 

Life insurance (in comparison with students, which was the constant). When considering TPD 

insurance, again full-time employees (OR = 22.867, p < 0.001) and self-employed people (OR 

= 9.750, p = 0.003) showed a significantly higher chance of having TPD insurance (in 

comparison with students, which was the constant). It appears that full-time employees and 

self-employed respondents were buying Life and TPD insurance policies more than 

participants belonging to other occupational categories. It could potentially be explained by the 

fact that full-time workers have a stable income and are in a better financial position to afford 

personal insurance premiums. It could also be suggested that full-time employees are more 

likely to have Life and TPD insurances because their work provides a coverage for them 

through their superannuation fund. Another possible explanation is that full-time employees 

due to their stable income, potentially have higher level of assets and subsequently more 

liabilities and as a result are more inclined to purchase Life and TPD insurances. For self-

employed people personal insurance appears to be more of a requirement, as they are not 

eligible for any paid holiday and sick leave.  None of the occupational categories were 

significantly associated with the chance of having higher level of Trauma insurance and IP 

insurance in the binary regression analysis (in comparison with students, which was the 

constant). However, full-time workers and self-employed individuals were still more likely to 

purchase Trauma and IP insurances compared to other occupational groups, but not at the same 

level as was evident with Life and TPD insurances. One of the explanations could be that 

 
91 The same discussion will apply to the rest of the variables where logistic regression was used.   
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Trauma insurance is not offered inside a superannuation fund, hence less people may be willing 

to take it out.  

 
Table 7.50 Binary logistic regression analysis for the relationship between employment 

status and having personal insurance 

Employm

ent 

Life insurance TPD insurance Trauma insurance IP insurance 

OR Sign

if 

95 % 

CI 

OR Signif 95 % 

CI 

OR Signif 95 % 

CI 

OR Signif 95 % 

CI 

Constant  0.091*

* 

 

.001  0.09

5 

.001  0.000 .998  0.00

0 

.998  

Full time 28.92

6*** 

 

<.00

1 

6.651 

- 

125.8

01 

22.8

67**

* 

 

<.001 5.249 

-

99.62

3 

40388

7170 

.998 .000 - 

.000 

832

214

810 

.998 .000 - 

.000 

Part time 3.922 .071 .887 - 

17.33

7 

2.80

0 

.177 .627 - 

12.50

2 

15435

1784 

.998 .000 - 

.000 

191

306

345 

.998 .000 - 

.000 

Casual 4.714 .125 .650 - 

34.18

1 

1.16

7 

.905 .093 -

14.56

2 

16155

4868 

.998 .000 - 

.000 

146

861

437 

.998 .000 - 

.000 

Self -

Employe

d 

12.69

2** 

 

.001 2.805 

- 

57.43

8 

9.75

0** 

 

.003 2.144 

-

44.33

3 

91864

5329 

.998 .000 - 

.000 

119

404

733

6 

.998 .000 - 

.000 

Homema

ker 

1.760 .536 .293 - 

10.55

7 

.389 .453 .033 - 

4.585 

1.000 1.000 .000 - 

.000 

1.00

0 

1.00 .000 - 

.000 

Unemplo

yed 

1.833 .531 .276 - 

12.19

1 

.553 .639 .046 - 

6.595 

17005

7756 

.998 .000 - 

.000 

1.00

0 

1.00 .000 - 

.000 

Retired 1.013 .988 .196 - 

5.231 

.532 .483 .091-

3.103 

62136

487. 

.998 .000 - 

.000 

414

224

56 

.998 .000 - 

.000 

Note: This table contains information about the relationship between occupation and PIH. It is evident that full-time employees and self-
employed individuals had higher PIH levels in relation to Life, TPD, Trauma and IP insurance types.     

OR = Odds ratio, 95% CI = 95 % confidence interval  
* p < 0.05, ** p < 0.01, *** p <0.001 

 

It could be concluded that occupation of the respondents was an important factor influencing 

their decision-making process in relation to purchasing personal insurance policies. On 

average, most respondents who had Life, TPD, Trauma and IP insurances were either full-time 

employees or self-employed. The possible explanation for this result could include having a 

stable income as a full-time worker. This could subsequently lead to acquiring more assets and 

possibly having higher amounts of liabilities as a result, and subsequently wanting to have 

higher levels of personal insurance policies in place to protect those assets in case of 

unfortunate events occurring. For self-employed respondents the same reasoning could apply, 

but in addition, the importance of personal insurance is even greater, because of the inability 

to access workers’ compensation, paid sick and annual leaves and other relevant leaves 

available to full-time workers.    
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7.7.2    Worked/did not work in the financial services industry  
 
In this section the general discussion will be conducted as to whether people who worked in 

the financial services industry were more likely to purchase personal insurance policies. It was 

pointed out in the interviews with the informed participants that those who worked in the 

financial services industry were more likely to have a higher personal insurance literacy and as 

a result were more likely to purchase personal insurance policies. It needs to be remembered 

that people who worked in the financial services industry were not necessarily financial 

advisers, they could have been bank employees, mortgage brokers et cetera. As a result, not all 

of them were possibly in a position to purchase personal insurance products. As with the 

employment section, the discussion will start with Life insurance.  

 
Life insurance   
 
Table 7.51 demonstrates that the percentage of respondents who did not work in the industry 

and had some amount of Life insurances was 38.5 percent, and for those who worked in the 

industry the percentage was 50.7 percent. Respondents who worked in the financial services 

industry had higher percentages of taking up personal insurances for the amounts between 

$400,001 - $1,500,000 compared to those who did not. However, for the amount of $1,500,001 

- $2,000,000 the take up percentage was similar for both groups. Statistical information in 

Table 7.51 suggests that on average people who worked in the industry were more likely to 

purchase Life insurance and for the higher amount. These findings are in line with PIC 

adequacy scores, with respondents who worked in the financial services industry showing a 

higher level of confidence about having adequate insurance, compared to those who did not.  

 
Table 7.51 Worked/did not work in the financial services industry and its effect on 

purchasing Life insurance 

Worked

/ Did not 

work 

$0 $1 - 

$200, 

000 

$200, 

001 - 

$400, 

000 

$400, 

001 - 

$600, 

000 

$600, 

001 - 

$800, 

000 

$800, 

001 - 

$1,000, 

000 

$1,000, 

001 - 

$1,500, 

000 

$1,500, 

001 - 

$2,000, 

000 

≥ $2,000, 

001 

No 

answe

r / 

Don't 

know 

Did not 

work 

(712) 

362 

(50.8%

) 

44 

(6.2%) 

113 

(15.9%) 

49 

(6.9%) 

31 

(4.4%) 

9  

(1.3%) 

12 

(1.7%) 

15 

(2.1%) 

0        

(0%) 

0                     

(0%) 

Worked 

(101) 

36 

(35.6%

) 

5     

(5%) 

15 

(14.9%) 

10 

(9.9%) 

11 

(10.9%) 

4     

(4%) 

4       

(4%) 

2     

(2%) 

0        

(0%) 

0              

(0%) 

Note: This table contains information about the percentage of respondents who worked or did not work in the financial series industry holding 

a certain amount of Life insurance, which fell in different ranges (from $0 to above $2,000,000). It can be seen from the table that both sets 

of respondents had similar percentage of uptake of higher levels of Life insurance. No participants held amount insured under Life insurance 
for over $2,000,000.  
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Total and permanent disability insurance (TPD) 
 
It can be seen from Table 7.52 that the TPD purchasing behaviour was very similar to Life 

insurance. The percentage of respondents who did not work in the industry and had some 

amount of TPD cover was 33.4 percent, compared to 43.6 percent of those who did. On 

average, respondents who worked in the industry had higher percentage of TPD insurance for 

the amounts between $400,000 and $1,500,000. It is interesting to note that two percent of 

respondents who did not work in the financial services industry had TPD insurance for the 

amount of $1,500,001 - $2,000,000, compared to one percent of those who worked in the 

industry. Overall, similar conclusion could be drawn as for Life insurance. These findings 

indicate that respondents who worked in the financial service industry did not appear to be 

overconfident in believing that they had adequate amounts of personal insurance cover, as their 

PIC adequacy scores were consistent with their PIL levels.   

  
Table 7.52 Worked/did not work in the financial services industry and its effect on 

purchasing TPD insurance 

Worked/ 

Did not 

work 

$0 $1 - 

$200, 

000 

$200, 

001 - 

$400, 

000 

$400, 

001 - 

$600, 

000 

$600, 

001 - 

$800, 

000 

$800, 

001 - 

$1,000, 

000 

$1,000, 

001 - 

$1,500, 

000 

$1,500, 

001 - 

$2,000, 

000 

≥ 

$2,000, 

001 

No 

answer / 

Don't 

know 

Did not 

work 

(712) 

383 

(53.8%) 

37 

(5.2%) 

103 

(14.5%) 

37 

(5.2%) 

27 

(3.8%) 

7     

(1%) 

12 

(1.7%) 

14  

(2%) 

0     

(0%) 

0            

(0%) 

Worked 

(101) 

40 

(39.6%) 

7 

(6.9%) 

11 

(10.9%) 

10 

(9.9%) 

8 

(7.9%) 

3     

(3%) 

4      

(4%) 

1     

(1%) 

0     

(0%) 

0            

(0%) 

Note: This table contains information about the percentage of respondents who worked or did not work in the financial series industry holding 

a certain amount of TPD insurance, which fell in different ranges (from $0 to above $2,000,000). It can be seen from the table that two percent 
of respondents who did not work in the industry held higher level of TPD insurance, compared to one percent of those who worked in the 

industry. No participants held amount insured under TPD insurance for over $2,000,000.  

 

Trauma insurance  
 
Respondents who did not work in the financial services industry were largely underinsured, 

with 77.5 percent not holding this cover, with only 12.3 percent having some amount of Trauma 

insurance. Furthermore, 61.4 percent of those who worked in the industry did not have Trauma 

insurance and 24.8 percent had some amount of Trauma cover. Respondents who worked in 

the financial services industry were more likely to purchase Trauma insurance for the amounts 

between $200,001 - $800,000, however the percentage decreased for the amounts of coverage 

between $800,000 - $2,000,000. Overall, it could not be conclusively suggested that 

respondents who worked in the industry were better protected than those who did not. This 

could mean that respondents who worked in the financial services industry were a little 

overconfident about having adequate Trauma insurance, as their PIC levels were not entirely 

in line with their PIL score in this case. However, since Trauma insurance is not offered within 
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a superannuation fund, and as a result directly affects cashflow, it could be argued that the 

purchase of this cover could come down to affordability, because the PIL levels for respondents 

who worked in the financial services industry were high.  

 
Table 7.53 Worked/did not work in the financial services industry and its effect on 

purchasing Trauma insurance 

Worked/        

Did not 

work 

$0 $1 - 

$200,  

000 

$200,   

001 - 

$400,   

000 

$400,           

001 -         

$600,           

000 

$600, 

001 - 

$800, 

000 

$800,             

001 -        

$1,000,          

000 

$1,000,              

001 -           

$1,500,             

000 

$1,500,                

001 -             

$2,000,                

000 

≥                      

$2,000,                  

001 

No 

answer 

/ Don't 

know 

Did not 

work 

(712) 

552 

(77.5%) 

9 

(1.3%) 

20 

(2.8%) 

29 

(4.1%) 

7        

(1%) 

10 

(1.4%) 

4    

(0.6%) 

8    

(1.1%) 

0    

(0%) 

0         

(0%) 

Worked 

(101) 

62 

(61.4%) 

0    

(0%) 

13 

(12.9%) 

9    

(8.9%) 

2        

(2%) 

1      

(1%) 

0        

(0%) 

0        

(0%) 

0    

(0%) 

0         

(0%) 

Note: This table contains information about the percentage of respondents who worked or did not work in the financial series industry holding 

a certain amount of Trauma insurance, which fell in different ranges (from $0 to above $2,000,000). It can be seen from the table that 1.1 

percent of respondents who did not work in the industry held higher level of Trauma insurance, compared to zero percent of those who worked 
in the industry. No participants held amount insured under Trauma insurance for over $2,000,000.  

 

Income Protection insurance (IP) 
 
As can be observed from Table 7.54, 70.9 percent of those respondents who did not work in 

the industry did not have IP insurance. This result is marginally better than Trauma insurance 

(77.5%), possibly due to availability of IP insurance inside a superannuation fund. For people 

who did not work in the financial services industry, 18 percent had IP coverage. For those who 

worked in the financial services industry, the purchase rate was higher: 29.7 percent. The 

difference in the purchase rate for those who worked and did not work in the financial services 

industry was only significant for the 75 percent income coverage, but not for 80 percent. It 

appears that respondents who worked in the financial service industry appeared a little 

overconfident about having adequate IP insurance.   

 
Table 7.54 Worked/did not work in the financial services industry and its effect on 

purchasing IP insurance 

Worked/Did not work 0% 75% 80% No answer / Don't know 

Did not work (712) 505 (70.9%) 79 (11.1%) 49 (6.9%) 79 (11.1%) 

Worked (101) 54 (53.5%) 22 (21.8%) 8 (7.9%) 17 (16.8%) 

Note: This table contains information about the percentage of respondents who worked and did not work in the financial service industry 
holding a certain percentage of IP insurance. It can be seen from the table that respondents who had the higher percentage of IP insurance 

(80%) were respondents who worked in the financial services industry.  
 
Further statistical analyses were conducted to understand if having experience in working in 

the financial services industry had an effect on PIH. Working in the financial services industry 

was shown as a significant association with a higher chance of having all four types of personal 

insurances (for Life insurance p = 0.006, for TPD insurance p = 0.012, for Trauma insurance p 

< 0.001 and for IP insurance p = 0.001). It appears that respondents who worked in the financial 
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services industry were more likely to purchase all four types of personal insurance policies. 

This could be explained that those who worked in the industry had a better knowledge about 

personal insurance policies and appreciate the benefits of having those covers.  

 
Table 7.55 Chi square analysis for the relationship between worked/did not work in the 

financial services industry and having personal insurance 

Worked/ 

Did not 

work 

Life insurance TPD insurance Trauma insurance IP insurance 

Have Not 

have 

Sign

if 

Have Not 

have 

Sign

if 

Have Not 

have 

Sign

if 

Have Not 

have 

Sign

if 

Did not 

work 

(n = 712) 

273 

37.7% 

362 

50.2% 

X2 = 

7.64

3** 

 

df = 

1 

 

237 

33.6% 

383 

54.5% 

X2 = 

6.27

1* 

df = 

1 

 

87 

11.9% 

552 

76.1% 

X2 = 

13.7

43**

* 

df = 

1 

 

128 

17.7% 

505 

70.5% 

X2 = 

10.5

56** 

 

df = 

1 

 

Worked       

(n = 101)  

51 

7.1% 

36 

5.0% 

44 

6.3% 

40 

5.7% 

25 

3.4% 

62 

8.6% 

30 

4.2% 

54 

7.5% 

Note: This table contains information about the relationship between working in the financial services and PIH levels. People who worked in 
the financial services industry had a higher possibility of holding all four types of personal insurance.    

df = degrees of freedom, p = p value (significant level) 
* p < 0.05, ** p < 0.01, *** p <0.001 
 

The overall conclusion which could be drawn is that people who worked in the financial 

services industry generally held higher levels of personal insurance products. The same notion 

was suggested by the interviewed financial advisers. This is not a surprising result, as people 

who work in the financial services industry have also shown higher levels of PIC 

understanding, PIC adequacy and PIL. It appears that those who have a better understanding 

about the importance of personal insurance are also more likely to have a personal insurance 

policy in place.  

 

7.7.3    Religion of the respondents  
 
In this section the general discussion will be conducted whether religious beliefs can affect 

peoples’ purchase of personal insurance policies. It was pointed out in the interviews with the 

informed participants that some religious groups are more likely to purchase personal insurance 

compared to others.92 Some groups had a very low number of respondents but were still 

identified separately for the clarity of findings.  

 

 

 

 

 
 

 
92 As stated previously, ‘No religion’ group included people who explicitly stated that they did not belong to any religious group, atheists and 

agnostics. ‘Yes, but did not specify’ meant respondents indicated that they belonged to some type of religious group, but did  not indicate 
which one. ‘Other’ group consisted of: one Rastafarian, three Sikhs and two Bahais. 



 
263 

Life insurance  
 
Table 7.56 Religion of the respondents and its effect on purchasing Life insurance 

Religion $0 $1 - 

$200,00

0 

$200, 

001 - 

$400, 

000 

$400, 

001 - 

$600, 

000 

$600, 

001 - 

$800, 

000 

$800, 

001 - 

$1,00

0, 000 

$1,000

, 001 - 

$1,500

, 000 

$1,500

, 001 - 

$2,000

, 000 

≥     

$2,00

0, 001 

No 

answe

r / 

Don't 

know 

Buddhism 

(9) 

5 

(55.6%

) 

0        

(0%) 

2 

(22.2

%) 

0        

(0%) 

2 

(22.2

%) 

0     

(0%) 

0     

(0%) 

0     

(0%) 

0    

(0%) 

0     

(0%) 

Christiani

ty (300) 

137 

(45.7%

) 

19  

(6.3%) 

54 

(18%) 

32 

(10.7

%) 

17 

(5.7%) 

6     

(2%) 

4 

(1.3%) 

6     

(2%) 

0    

(0%) 

25 

(8.3%) 

Hinduism 

(17) 

4 

(23.5%

) 

0       

(0%) 

6 

(35.3

%) 

1     

(5.9%) 

1  

(5.9%) 

0     

(0%) 

1 

(5.9%) 

2 

(11.8

%) 

0    

(0%) 

2 

(11.8

%) 

Islam (38) 11 

(28.9%

) 

0       

(0%) 

11 

(28.9

%) 

4 

(10.5

%) 

2  

(5.3%) 

1 

(2.6%

) 

2 

(5.3%) 

3 

(7.9%) 

0    

(0%) 

4 

(10.5

%) 

Judaism 

(17) 

4 

(23.5%

) 

0       

(0%) 

6 

(35.3

%) 

2 

(11.8

%) 

2 

(11.8

%) 

0     

(0%) 

2 

(11.8

%) 

1 

(5.9%) 

0    

(0%) 

0     

(0%) 

No 

answer 

(11) 

0     

(0%) 

0       

(0%) 

1  

(9.1%) 

1    

(9.1%) 

1  

(9.1%) 

0    

(0%) 

0     

(0%) 

0     

(0%) 

0    

(0%) 

8 

(72.7

%) 

No 

religion 

(393) 

222 

(56.5%

) 

30  

(7.6%) 

46 

(11.7

%) 

16 

(4.1%) 

15 

(3.8%) 

5 

(1.3%

) 

5 

(1.3%) 

5 

(1.3%) 

0    

(0%) 

49 

(12.5

%) 

Other (6) 2 

(33.3%

) 

0       

(0%) 

1 

(16.7

%) 

0        

(0%) 

1 

(16.7

%) 

0    

(0%) 

0     

(0%) 

0     

(0%) 

0    

(0%) 

2 

(33.3

%) 

Yes, but 

did not 

specify 

(26) 

13 

(50%) 

0       

(0%) 

1  

(3.8%) 

3 

(11.5

%) 

1  

(3.8%) 

1 

(3.8%

) 

2 

(7.7%) 

0     

(0%) 

0    

(0%) 

5 

(19.2

%) 

Note: This table contains information about the percentage of respondents representing various religious groups or not being part of any 
religion holding a certain amount of Life insurance, which fell in different ranges (from $0 to above $2,000,000). Respondents who had higher 

levels of Life insurance were Hindus. No participants held amount insured under Life insurance for over $2,000,000.  
 
Table 7.56 illustrates the percentage of people who had or did not have personal insurance 

policies. No participants had Life insurance over $2,000,000. The highest levels of insurance 

for the amounts between $1,500,001 - $2,000,000 were held by Hindus (11.8%), Muslims 

(7.9%), Jews (5.9%), Christians (2%) and people with no religion (1.3%). The percentage of 

respondents who did not have any Life insurance consisted of people not practising any religion 

(56.5%), Buddhists (55.6%), people who had a religion, but did not specify which one (50%), 

Christians (45.7%), other religions (33.3%), Muslims (28.9%), Hindus and Jews (both 23.5%). 

The highest percentage of Life insurance which was held by various religious groups was 

between $200,000 - $400,000. Table 7.56 indicates that Life insurance was held by 76.6 percent 
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of Jews, 64.8 percent of Hindus, 60.5 percent of Muslims, 46 percent of Christians, 44.4 percent 

of Buddhists, 33.4 percent of respondents following ‘other’ religion, 31.1 percent of those with 

no religion, 30.6 percent of respondents who practised a religion, but did not specify which 

one, and 27.3 percent of those who did not provide an answer. On average, it appears that 

people who belonged to some religion, were more likely to purchase Life insurance, compared 

to those who did not. Looking at the percentages of respondents holding higher amounts of 

Life insurance ($800,000 and above), on average, it appears that participants were somewhat 

overconfident about the adequacy of their cover, with more people believing they had adequate 

insurance than the actual amounts of cover shown in the table below. However, as mentioned 

earlier, at this stage it is impossible to say with certainty that $200,000 worth of Life insurance 

was in fact inadequate amount of insurance. It could very well be an adequate amount for 

insurance to cover their needs and then their PIC adequacy scores could be largely in line with 

their PIH levels.  

 
Total and Permanent Disability insurance (TPD) 
 
Table 7.57 Religion of the respondents and its effect on purchasing TPD insurance 

Religion $0 $1 - 

$200, 

000 

$200, 

001 - 

$400, 

000 

$400, 

001 - 

$600, 

000 

$600,  

001 - 

$800,  

000 

$800,    

001  - 

$1,000, 

000 

$1,000,            

001 - 

$1,500,   

000 

$1,500,      

001 -    

$2,000,      

000 

≥ 

$2,000, 

001 

No 

answer 

/ Don't 

know 

Buddhism 

(9) 

5 

(55.6%) 

0     

(0%) 

3  

(33.3%) 

0      

(0%) 

1 

(11.1%) 

0     

(0%) 

0        

(0%) 

0      

(0%) 

0    

(0%) 

0                  

(0%) 

Christianity 

(300) 

150 

(50%) 

18   

(6%) 

46 

(15.3%) 

31 

(10.3%) 

14 

(4.7%) 

6     

(2%) 

4      

(1.3%) 

5    

(1.7%) 

0    

(0%) 

26        

(8.7%) 

Hinduism 

(17) 

5 

(29.4%) 

0     

(0%) 

6  

(35.3%) 

1   

(5.9%) 

1   

(5.9%) 

0     

(0%) 

1      

(5.9%) 

2 

(11.8%) 

0    

(0%) 

1               

(5.9%) 

Islam (38) 12 

(31.6%) 

1  

(2.6%) 

8  

(21.1%) 

5 

(13.2%) 

2   

(5.3%) 

1  

(2.6%) 

2     

(5.3%) 

3   

(7.9%) 

0    

(0%) 

4       

(10.5%) 

Judaism 

(17) 

4 

(23.5%) 

0     

(0%) 

6  

(35.3%) 

2 

(11.8%) 

2 

(11.8%) 

0     

(0%) 

2   

(11.8%) 

1   

(5.9%) 

0    

(0%) 

0              

(0%) 

No answer 

(11) 

0      

(0%) 

0     

(0%) 

1    

(9.1%) 

1   

(9.1%) 

1   

(9.1%) 

0     

(0%) 

0        

(0%) 

0      

(0%) 

0    

(0%) 

8       

(72.7%) 

No religion 

(393) 

231 

(58.8%) 

25 

(6.4%) 

41 

(10.4%) 

6   

(1.5%) 

12 

(3.1%) 

2  

(0.5%) 

6     

(1.5%) 

4      

(1%) 

0    

(0%) 

64    

(16.3%) 

Other (6) 2 

(33.3%) 

0     

(0%) 

1  

(16.7%) 

0      

(0%) 

1 

(16.7%) 

0     

(0%) 

0        

(0%) 

0      

(0%) 

0    

(0%) 

2       

(33.3%) 

Yes, but did 

not specify 

(26) 

14 

(53.8%) 

0     

(0%) 

2    

(7.7%) 

1   

(3.8%) 

1   

(3.8%) 

1  

(3.8%) 

1     

(3.8%) 

0      

(0%) 

0    

(0%) 

6       

(23.1%) 

Note: This table contains information about the percentage of respondents representing various religious groups or not being part of any 
religion holding a certain amount of TPD insurance, which fell in different ranges (from $0 to above $2,000,000). The percentage of 

respondents who held higher levels of TPD insurance were Hindus. No participants held amount insured under TPD insurance for over 
$2,000,000.  
 

As can be seen from Table 7.57, the percentages of respondents not taking out Life and TPD 

insurances was similar, as well as low purchasing rates of the highest amounts of cover between 

$1,500,001 - $2,000,000. It is not surprising though, because most respondents had the same 
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amounts for Life and TPD insurances. The other important factor is that Life and TPD 

insurances are offered within superannuation funds, and as a result more people would have 

some minimum amounts of cover, however higher coverage would be obtained outside of 

superannuation funds. Table 7.57 illustrates that TPD insurance is held by 76.6 percent of Jews, 

64.8 percent of Hindus, 58 percent of Muslims, 44.4 percent of Buddhists, 41.3 percent of 

Christians, 33.4 percent of ‘other’ religion, 27.3 percent of ‘no answer’, 24.4 percent of people 

not practising any religion, and 22.9 percent of ‘yes, but did not specify’. On average, it appears 

that people who belonged to some religion were more likely to purchase TPD insurance, 

compared to those who did not.  

 

Trauma insurance  
 
Table 7.58 Religion of the respondents and its effect on purchasing Trauma insurance 

Religion $0 $1 - 

$200, 

000 

$200, 

001 - 

$400, 

000 

$400,       

001 -     

$600,       

000 

$600,            

001 -          

$800,            

000 

$800,    

001 - 

$1,000, 

000 

$1,000,                      

001 -                    

$1,500,                      

000 

$1,500,                            

001 -                           

$2,000,                           

000 

≥                                                       

$2,000, 

001 

No 

answer / 

Don't 

know 

Buddhism 

(9) 

9 

(100%) 

0   

(0%) 

0     

(0%) 

0     

(0%) 

0     

(0%) 

0     

(0%) 

0    

(0%) 

0      

(0%) 

0    

(0%) 

0         

(0%) 

Christianity 

(300) 

226 

(75.3%) 

3   

(1%) 

16 

(5.3%) 

23 

(7.7%) 

5 

(1.7%) 

4 

(1.3%) 

2 

(0.7%) 

2   

(0.7%) 

0    

(0%) 

26   

(8.7%) 

Hinduism 

(17) 

13 

(76.5%) 

0   

(0%) 

0     

(0%) 

1 

(5.9%) 

0     

(0%) 

1 

(5.9%) 

0    

(0%) 

2 

(11.8%) 

0    

(0% ) 

1     

(5.9%) 

Islam (38) 27 

(71.1%) 

0   

(0%) 

2 

(5.3%) 

1 

(2.6%) 

1 

(2.6%) 

4 

(10.5%) 

1 

(2.6%) 

1   

(2.6%) 

0    

(0%) 

4   

(10.5%) 

Judaism 

(17) 

13 

(76.5%) 

0   

(0%) 

1 

(5.9%) 

0     

(0%) 

0     

(0%) 

2 

(11.8%) 

1 

(5.9%) 

0      

(0%) 

0    

(0%) 

0         

(0%) 

No answer 

(11) 

1 

(9.1%) 

0   

(0%) 

0     

(0%) 

2 

(18.2%) 

0     

(0%) 

0     

(0%) 

0    

(0%) 

0      

(0%) 

0    

(0%) 

8   

(72.7%) 

No religion 

(393) 

304 

(77.4%) 

6 

(1.5%) 

11 

(2.8%) 

10 

(2.5%) 

3 

(0.8%) 

0     

(0%) 

0    

(0%) 

3   

(0.8%) 

0    

(0%) 

64 

(16.3%) 

Other (6) 4 

(66.7%) 

0   

(0%) 

0     

(0%) 

0     

(0%) 

0     

(0%) 

0     

(0%) 

0    

(0%) 

0      

(0%) 

0    

(0%) 

2   

(33.3%) 

Yes, but did 

not specify 

(26) 

17 

(65.4%) 

0  

(0%) 

3 

(11.5%) 

1 

(3.8%) 

0     

(0%) 

0      

(0%) 

0    

(0%) 

0      

(0%) 

0    

(0%) 

6   

(23.1%) 

Note: This table contains information about the percentage of respondents representing various religious groups or not being part of any 
religion holding a certain amount of Trauma insurance, which fell in different ranges (from $0 to above $2,000,000). The percentage of 

respondents who held higher levels of Trauma insurance were Hindus. No participants held amount insured under Trauma insurance for over 

$2,000,000.  

 

Personal insurance policy which has the lowest purchasing rate is Trauma insurance, which 

may be due to its high cost and inability to obtain it inside a superannuation fund. Table 7.58 

demonstrates higher percentage of respondents not taking out Trauma insurance in comparison 

with Life and TPD insurance policies. At the same time a high percentage of respondents either 

did not provide an answer to this question or did not know if they held this cover. It needs to 

be remembered that Trauma insurance cannot be held within a superannuation account, as a 

result people who replied that they did not know if they had this cover, most likely did not have 
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it, because to have Trauma insurance, they had to actively purchase it through either a financial 

adviser or directly with an insurance company. Trauma cover was held by only 26.2 percent of 

Muslims, 23.6 percent of Hindus, 23.6 percent of Jews, 18.4 percent of Christians, 18.2 percent 

of those who did not provide an answer to a religion question, 15.3 percent of those who 

followed a religion, but did not specify which one, 7.6 percent of those who did not practise 

any religion, and zero percent of ‘other’ religion. On average, it appears that people who 

belonged to some religion were more likely to purchase Trauma insurance, compared to those 

who did not. These low percentages could suggest a significant underinsurance when it comes 

to Trauma insurance.  

 
Income Protection insurance (IP) 
 
When it comes to IP insurance, the percentage of respondents who had this cover was higher 

than for Trauma insurance, however generally lower than for Life and TPD insurances. Table 

7.59 demonstrates that IP insurance was held by 41.1 percent of Jews, 35.2 percent of Hindus, 

34.2 percent of Muslims, 27.3 percent of those who did not provide an answer to religious 

question, 21.7 percent of Christians, 16.7 percent of respondents practising other religions, 15.4 

percent of those who practised a religion, but did not specify which one, 14.7 percent of those 

without a religion, and 11.1 percent of Buddhists. Most people had 75 percent of income 

covered, not 80 percent, which is a more thorough cover. On average, it appears that people 

who belonged to some religion were more likely to purchase IP insurance, compared to those 

who did not.   

 
Table 7.59 Religion of the respondents and its effect on purchasing IP insurance 

Religion 0% 75% 80% No answer / Don't know 

Buddhism (9) 8 (88.9%) 1 (11.1%) 0 (0%) 0 (0%) 

Christianity (300) 211 (70.3%) 44 (14.7%) 21 (7%) 24 (8%) 

Hinduism (17) 11 (64.7%) 3 (17.6%) 3 (17.6%) 0 (0%) 

Islam (38) 24 (63.2%) 6 (15.8%) 7 (18.4%) 1 (2.6%) 

Judaism (17) 10 (58.8%) 4 (23.5%) 3 (17.6%) 0 (0%) 

No answer (11) 0 (0%) 1 (9.1%) 2 (18.2%) 8 (72.7%) 

No religion (393) 277 (70.5%) 37 (9.4%) 21 (5.3%) 58 (14.8%) 

Other (6) 3 (50%) 1 (16.7%) 0 (0%) 2 (33.3%) 

Yes, but did not specify (26) 15 (57.7%) 4 (15.4%) 0 (0%) 7 (26.9%) 

Note: This table contains information about the percentage of respondents representing various religious groups or not belonging to any 

religion holding a certain percentage of IP insurance. It can be seen from the table that respondents who held the higher percentage of IP 

insurance (80%) were Muslims, closely followed by those who did not disclose their religion.  
 
Further analyses were conducted to see if religion had an effect on PIH. In univariate analysis 

with chi square test (Table 7.60) religious groups have shown a significant association with 

having all four types of personal insurance policies (for Life insurance LR = 40.563, p < 0.001, 

for TPD insurance LR = 49.735, p < 0.001, for Trauma insurance LR = 25.304, p = 0.001 and 
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for IP insurance LR = 22.922, p = 0.003). These results suggest that religion influenced the 

purchasing behaviour in relation to personal insurance policies and associations were evident 

for all four types of covers. Scheve and Stasavage (2008) states that a fundamental determinant 

of a person’s behaviours is shaped based on socialisation processes with family and other key 

institutions, with religion playing a key role in this context. Religious involvement and social 

spending can both serve to insure individuals against the effects of adverse life events (Scheve 

and Stasavage, 2008). On the other hand, the value given to human life, expectation of death 

and belief of re-birth after death are some of the factors which may influence obtaining Life 

insurance. 

 
Table 7.60 Chi square analysis for the relationship between religion and having personal 

insurance 

Religion Life insurance TPD insurance Trauma insurance IP insurance 

Have Not 

have 

Sign

if 

Have Not 

have 

Sign

if 

Have Not 

have 

Sign

if 

Have Not 

have 

Sign

if 

Buddhism  

(n = 9) 

4 

0.6% 

 

5 

0.7% 

 

LRa 

= 

40.5

63**

* 

df = 

7 

 

4 

0.6% 

 

5 

0.7% 

 

LRa 

= 

49.7

35**

* 

df = 

7 

 

0 

0.0% 

 

9 

1.2% 

 

LRa 

= 

25.3

04** 

df = 

7 

 

1 

0.1% 

 

8 

1.1% 

 

LRa 

= 

22.9

22** 

df = 

7 

 

Christianit

y 

(n = 300) 

138 

19.1% 

 

137 

19.0% 

 

124 

17.6% 

 

150 

21.3% 

 

55 

7.4% 

 

226 

31.3% 

 

65 

9.1% 

 

211 

29.6% 

 

Hinduism 

(n = 17) 

11 

1.5% 

4 

0.6% 

11 

1.6% 

5 

0.7% 

4 

0.6% 

13 

1.8% 

6 

0.8% 

11 

1.5% 

Islam  

(n = 38) 

23 

3.2% 

11 

1.5% 

22 

3.1% 

12 

1.7% 

10 

1.4% 

27 

3.7% 

13 

1.8% 

24 

3.4% 

Judaism  

(n = 17) 

13 

1.8% 

4 

0.6% 

13 

1.8% 

4 

0.6% 

4 

0.6% 

13 

1.8% 

7 

1.0% 

10 

1.4% 

No answer 

(n = 11) 

3 

0.4% 

0 

0.0% 

3 

0.4% 

0 

0.0% 

2 

0.3% 

1 

0.1% 

3 

0.4% 

0 

0.0% 

No religion 

(n = 393) 

122 

16.9% 

222 

30.7% 

96 

13.7% 

231 

30.7% 

33 

4.6% 

304 

41.8% 

58 

8.1% 

277 

38.5% 

Other  

(n = 6) 

2 

0.3% 

2 

0.3% 

2 

0.3% 

2 

0.3% 

0 

0.0% 

4 

0.6% 

1 

0.1% 

3 

0.4% 

Yes, but did 

not specify  

(n = 26) 

8 

1.0% 

13 

1.9% 

5 

0.7% 

14 

2.1% 

4 

0.6% 

17 

2.3% 

4 

0.4% 

15 

2.1% 

Note: This table contains information about the relationship between religion and PIH. Religious groups have shown a significant association 

with having all four types of personal insurance policies. 
a – Likelihood ration (LR) was used for interpretation there were more than 2 x 2 groups, df = degrees of freedom, p = p value (significant 

level) 
* p < 0.05, ** p < 0.01, *** p <0.001 
 
Binary logistic regression was performed, and religious status also showed a significant 

association with the likelihood of having different types of personal insurance policies. Jewish 

people (OR = 3.203, p = 0.046) showed a higher likelihood, whereas the ‘no religion’ category 

(OR = 0.544, p < 0.001) showed a lower likelihood in relation to purchasing Life insurance 
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policy (in comparison with Christianity, which was the constant). As for TPD insurance, 

Judaism (OR = 3.905, p = 0.020) and Islam (OR = 2.203, p = 0.037) showed a higher likelihood 

of purchasing this cover, while the ‘no religion’ category (OR = 0.502, p < 0.001) indicated a 

lower likelihood (in comparison with Christianity, which was the constant). Regarding Trauma 

insurance, only the ‘no religion’ category (OR = 0.456, p = 0.001) showed a lower likelihood 

of purchasing this cover. However, for IP insurance, no such association was noted in binary 

logistic regression. This means respondents who practised Judaism appeared to be more 

influenced to purchase Life and TPD insurances more than others, however they did not always 

hold the top level of cover, as was seen earlier. The ‘no religion’ category showed a lower 

likelihood of buying TPD and Trauma insurance categories.  

 
Table 7.61 Binary logistic regression analysis for the relationship between religion and 

having personal insurance 
Religion  Life insurance TPD insurance Trauma insurance IP insurance 

OR Signif 95 % 

CI 

OR Signif 95 % 

CI 

OR Signif 95 % 

CI 

OR Signif 95 % 

CI 

Constanta 

(n = 300) 

0.01

5 

.904  0.82

7 

.117  0.23

8*** 

 

<.001  0.30

7*** 

 

<.001  

Buddhis

m 

(n = 9) 

.794 .735 0.35– 

3.287 

.968 .962 0.25– 

3.682 

.000 .999 0.00– 

0.000 

.408 .402 0.54– 

7.258 

Hinduism 

(n = 17) 

2.71

0 

 

.094 0.84– 

8.720 

2.64

4 

 

.079 0.89– 

7.813 

1.28

8 

.669 0.40– 

4.105 

 

1.77

1 

.278 0.630 

-4.974 

Islam  

(n = 38) 

2.06

1 

 

.061 0.967 

-4.391 

2.20

3* 

 

.037 1.04– 

4.629 

1.55

0 

.273 0.708-

3.395 

1.75

8 

.130 0.84– 

3.649 

Judaism 

(n = 17) 

3.20

3* 

 

.046 1.019 

– 

10.06

9 

3.90

5* 

 

.020 1.24– 

12.28

1 

1.28

8 

.669 0.40– 

4.105 

2.27

2 

.109 0.83– 

6.208 

No 

answer 

(n = 11) 

160

376

850

3 

.999 0.000 

– 

0.000 

195

420

343

9 

.999 0.000 

– 

0.000 

8.37

0 

.085 0.74– 

94.01

4 

526

893

333

4 

.999 0.00– 

0.000 

No 

religion 

(n = 393) 

.544
*** 

 

<.001 

 

0.393 

– 

0.752 

.502
*** 

 

<.001 

 

0.358 

– 

0.702 

.456
** 

 

.001 0.286

– 

0.726 

.682 .059 0.45– 

1.014 

Other  

(n = 6) 

.739 

 

.585 

 

0.250 

– 

2.187 

.901 

 

.851 0.305 

– 

2.667 

.000 .999 0.000 

– 

0.000 

.541 .429 0.11– 

2.480 

Yes, but 

did not 

specify 

(n = 26) 

.493 

 

.139 

 

0.193 

– 

1.259 

.401 

 

.085 0.142 

– 

1.133 

.985 .979 0.318 

– 

3.045 

.649 .505 0.18– 

2.313 

Note: This table contains information about the relationship between religion and PIH.  Respondents practicing Judaism had higher levels of 
PIH for Life, TPD and IP. ‘No religion’ category showed a lower likelihood of purchasing Trauma insurance.  

OR = Odds ratio, 95% CI = 95 % confidence interval, a – Christian religion was considered as the constant 
* p < 0.05, ** p < 0.01, *** p <0.001 
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Overall, it could be concluded that on average Jews, Hindus, Christians, and Muslims were the 

most insured respondents across all personal insurance policies. However, keeping in mind that 

people who follow a religion in Australia would on average fall into one of these religious 

groups, it could be concluded that, overall, if people did follow a religion, they were more 

likely to take out personal insurance policy/policies compared to those who did not practise 

any religion.  

 

7.7.4    Gender of the respondents  
 
In this section the general discussion will be conducted as to whether gender of the respondents 

appears to affect their purchase of personal insurance policies. It was pointed out in the 

interviews with the informed participants (Chapter 6) that males were more likely to be insured 

compared to females. 

 
Life insurance  
 
From Table 7.62 it can be observed that 55.2 percent of females did not have Life insurance, 

compared to 42.3 percent males. It is evident from Table 7.62 that 49 percent of males had 

some amount of Life insurance, whereas only 31 percent of females had this cover. Males were 

also more likely to have higher levels of Life insurance (4.1% compared to 0.2%). These 

findings are in line with PIC adequacy scores, where males were seen to be more confident 

than females about the adequacy of their cover.  

 
Table 7.62 Gender of the respondents and its effect on purchasing Life insurance 

Gender $0 $1 - 

$200,  

000 

$200, 

001 - 

$400, 

000 

$400,        

001 -      

$600,        

000 

$600, 

001 - 

$800, 

000 

$800, 

001 - 

$1,000, 

000 

$1,000, 

001 - 

$1,500, 

000 

$1,500, 

001 - 

$2,000, 

000 

≥  

$2,000, 

001 

No 

answer / 

Don't 

know 

Male 

(392) 

166 

(42.3%

) 

22 

(5.6%) 

75 

(19.1%) 

27 

(6.9%

) 

26 

(6.6%) 

12 

(3.1%) 

14  

(3.6%) 

16 

(4.1%) 

0     

(0%) 

34 

(8.7%) 

Female 

(420) 

232 

(55.2%

) 

27 

(6.4%) 

53 

(12.6%) 

32 

(7.6%

) 

16 

(3.8%) 

1   

(0.2%) 

1     

(0.2%) 

1     

(0.2%) 

0     

(0%) 

57 

(13.6%) 

Note: This table contains information about the percentage of males and females holding a certain amount of Life insurance, which fell in 
different ranges (from $0 to above $2,000,000). Males held higher levels of Life insurance compared to females. Neither males, nor females 

held amount insured under Life insurance for over $2,000,000.  

 

Total and Permanent Disability insurance (TPD)  
 
The insurance position for TPD insurance was similar to Life insurance. Males once again had 

more TPD insurance (44.3%) compared to females (25.2%). Males were also more likely to 

hold higher levels of TPD insurance compared to females (3.3% compared to 0.2%). It appears 

that the same conclusion as for Life insurance can be drawn when comparing PIC adequacy 

scores and PIH levels for males and females.  
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Table 7.63 Gender of the respondents and its effect on purchasing TPD insurance 

Gender $0 $1 - 

$200, 

000 

$200,     

001 -   

$400,     

000 

$400,        

001 -     

$600,        

000 

$600,          

001 -        

$800,          

000 

$800,               

001 -                                                                                 

$1,000,             

000 

$1,000,                  

001 -               

$1,500,                 

000 

$1,500,       

001 -     

$2,000,       

000 

≥  

$2,000, 

001 

No 

answer / 

Don't 

know 

Male 

(392) 

184 

(46.9%) 

19 

(4.8%) 

67 

(17.1%

) 

26 

(6.6%) 

24 

(6.1%) 

9 

(2.3%) 

16 

(4.1%) 

13 

(3.3%) 

0    

(0%) 

34    

(8.7%) 

Female 

(420) 

239 

(56.9%) 

25   

(6%) 

47 

(11.2%

) 

21 

(5%) 

11 

(2.6%) 

1 

(0.2%) 

0      

(0%) 

1   

(0.2%) 

0   

(0%) 

73  

(17.4%) 

Note: This table contains information about the percentage of males and females holding a certain amount of TPD insurance, which fell in 
different ranges (from $0 to above $2,000,000). Males held higher levels of TPD insurance compared to females. Neither males, nor females 

held amount insured under TPD insurance for over $2,000,000.  

 

Trauma insurance  
 
Table 7.64 indicates that 18.4 percent of males had some amount of Trauma insurance, 

compared to 9.2 percent of females. Males were more likely to hold higher levels of Trauma 

insurance (1.5% compared to 0.2%). When comparing PIC adequacy and PIH levels for males 

and females, similar conclusions can be made as for Life and TPD insurances. Although the 

‘adequacy’ of cover for males is questionable, as it is for other demographic groups, mainly 

due to such a low percentage of respondents holding higher amounts of Trauma insurance, 

however their actual possible shortfalls will be identified later in the chapter. 

 
Table 7.64 Gender of the respondents and its effect on purchasing Trauma insurance 

Gender $0 $1 - 

$200, 

000 

$200, 

001 - 

$400, 

000 

$400, 

001 - 

$600, 

000 

$600, 

001 - 

$800, 

000 

$800, 

001 - 

$1,000, 

000 

$1,000, 

001 - 

$1,500, 

000 

$1,500

, 001 - 

$2,000

, 000 

≥ 

$2,000

, 001 

No 

answer / 

Don't 

know 

Male 

(392) 

294 

(75%) 

3   

(0.8%) 

17 

(4.3%) 

25  

(6.4%) 

7 

(1.8%) 

10 

(2.6%) 

4        

(1%) 

6 

(1.5%) 

0    

(0%) 

26    

(6.6%) 

Female 

(420) 

320 

(76.2%

) 

6   

(1.4%) 

16 

(3.8%) 

13  

(3.1%) 

2 

(0.5%) 

1    

(0.2%) 

0        

(0%) 

1 

(0.2%) 

0    

(0%) 

61  

(14.5%) 

Note: This table contains information about the percentage of males and females holding a certain amount of Trauma insurance, which fell in 

different ranges (from $0 to above $2,000,000). Males held higher levels of Trauma insurance compared to females. Neither males, nor females 
held amount insured under Trauma insurance for over $2,000,000.  

 

Income protection insurance (IP) 
 

The percentages of males and females taking up IP insurance are not as low as for Trauma 

insurance, however the difference between genders is evident. Table 7.65 demonstrates that 

27.5 percent of males had some IP insurance, whereas only 11.7 percent of females did. Males 

were more likely to hold a higher level (80%) of IP insurance (11.2% compared to 2.9%). Once 

again, the same discussion applies as for other types of personal insurances when comparing 

PIC adequacy scores with PIH levels. 
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Table 7.65 Gender of the respondents and its effect on purchasing IP insurance 

Gender 0% 75% 80% No answer / Don't know 

Male (392) 257 (65.6%) 64 (16.3%) 44 (11.2%) 27 (6.9%) 

Female (420) 302 (71.9%) 37 (8.8%) 12 (2.9%) 69 (16.4%) 

Note: This table contains information about the percentage of males and females holding a certain percentage of IP insurance. More males 

held the higher percentage of IP insurance (80%) compared to females.  
 
Chi square test was performed to gain an understanding if gender of participants had an effect 

on PIH. In comparison with females, more males had all four types of personal insurance 

policies (for Life insurance p < 0.001, for TPD insurance p < 0.001, for Trauma insurance p = 

0.001 and for IP insurance p < 0.001). Males were reported to purchase all four types of 

insurance policies more than females. A possible explanation could be that males have a higher 

perceived risk of trauma and disability, and as a result, a higher likelihood of purchasing TPD 

and Trauma insurances can be expected. It could also be because men and women due to their 

different upbringing and socialisation along with various other social, biological, and 

psychological factors may depict different types of behaviour in purchasing consumer 

products, including personal insurance policies.   

 
Table 7.66 Chi square analysis for the relationship between gender and having personal 

insurance 

Gender  Life insurance TPD insurance Trauma insurance IP insurance 

Have Not 

have 

Sign

if 

Have Not 

have 

Sign

if 

Have Not 

have 

Sign

if 

Have Not 

have 

Sign

if 

Male 

(n=392) 

192 

26.5% 

166 

23.1% 

X2 = 

22.0

76**

* 

df = 

1 

 

174 

24.6% 

184 

26.2% 

X2 = 

23.0

43**

* 

df = 

1 

72 

9.8% 

294 

40.6% 

X2 = 

10.3

61** 

df = 

1 

 

108 

15.0% 

257 

35.9% 

X2 = 

24.9

59**

* 

df = 

1 

 

Female 

(n=420) 

131 

18.2% 

232 

32.2% 

106 

15.1% 

239 

34.0% 

39 

5.4% 

320 

44.2% 

49 

6.9% 

302 

42.2% 

Note: This table contains information about the relationship between gender and PIH levels. Males had higher levels of PIH under all four 

types.   
df = degrees of freedom, p = p value (significant level) 
* p < 0.05, ** p < 0.01, *** p <0.001 
 

After analysing four types of personal insurance products, it could be seen that males were 

better insured compared to females. Males were also more likely to purchase higher levels of 

personal insurance.  This could be due to more males being gainfully employed and their work 

providing Life/TPD and IP insurances inside their superannuation funds, or more males earning 

higher salaries compared to females, and as a result wanting to protect themselves and their 

families in case something unfortunate happens to them.  

 
7.7.5    Age of the respondents  
 
In this section the general discussion will be conducted as to whether the age of respondents 

affects their purchase of personal insurance policies. It was pointed out in the interviews with 
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informed participants that younger people were less likely to purchase personal insurance 

products, whereas people over 30 years of age generally purchased insurance more frequently, 

mainly due to having families and liabilities.  

 
Life insurance  
 
Table 7.67 demonstrates that 85.4 percent of people between 18-24 did not purchase Life 

insurance and 79.4 percent of respondents who were 65 and above did not have Life insurance. 

The lowest percentage of people who did not have Life insurance were respondents between 

35-44 years of age. Table 7.67 illustrates that Life insurance was held by 60.3 percent of 

respondents in the 35-44 age group, 56.7 percent of respondents in the 45-54 age group, 47.6 

percent of respondents in the 55-64 age group, 36.8 percent of respondents in the 25-34 age 

group, 9.7 percent of respondents in the 18-24 age group, and 8.9 percent of people aged above 

65. It appears that the main holders of Life insurance were people aged between 35-44, 

followed by respondents aged between 45-54. However, the largest percentage of people 

holding the highest level of Life insurance were respondents aged between 45-54. On average, 

it appears that participants who belonged to the 35-44, 45-54 and 55-64 age groups were more 

likely to purchase Life insurance, compared to respondents belonging to other age brackets. 

These findings are in line with the PIC adequacy scores, where the highest levels of confidence 

were seen for the 45-54 and 35-44 age groups.   

 
Table 7.67 Age of the respondents and its effect on purchasing Life insurance 

Age 

group 

$0 $1 - 

$200, 

000 

$200,  

001 - 

$400,  

000 

$400,  

001 - 

$600,  

000 

$600,   

001 - 

$800,   

000 

$800, 

001 - 

$1,000, 

000 

$1,000, 

001 - 

$1,500, 

000 

$1,500, 

001 - 

$2,000, 

000 

≥ 

$2,000, 

001 

No 

answer / 

Don't 

know 

18-24 

(103) 

88 

(85.4%) 

6   

(5.8%) 

4     

(3.9%) 

0        

(0%) 

0        

(0%) 

0        

(0%) 

0      

(0%) 

0        

(0%) 

0    

(0%) 

5 (4.9%) 

25-34 

(174) 

80   

(46%) 

8   

(4.6%) 

34 

(19.5%) 

9    

(5.2%) 

9    

(5.2%) 

0        

(0%) 

3   

(1.7%) 

1    

(0.6%) 

0    

(0%) 

30 

(17.2%) 

35-44 

(181) 

55 

(30.4%) 

8   

(4.4%) 

40 

(22.1%) 

26 

(14.4%) 

16 

(8.8%) 

7    

(3.9%) 

7   

(3.9%) 

5    

(2.8%) 

0    

(0%) 

17 

(9.4%) 

45-54 

(129) 

41 

(31.8%) 

6   

(4.7%) 

30 

(23.3%) 

13 

(10.1%) 

8     

(6.2%) 

3    

(2.3%) 

5   

(3.9%) 

8    

(6.2%) 

0    

(0%) 

15 

(11.6%) 

55-64 

(124) 

53 

(42.7%) 

15 

(12.1%) 

19 

(15.3%) 

10  

(8.1%) 

9    

(7.3%) 

3    

(2.4%) 

1   

(0.8%) 

2    

(1.6%) 

0    

(0%) 

12 

(9.7%) 

65 and 

Above 

(102) 

81 

(79.4%) 

6   

(5.9%) 

1         

(1%) 

1        

(1%) 

0        

(0%) 

0        

(0%) 

0      

(0%) 

1        

(1%) 

0    

(0%) 

12 

(11.8%) 

Note: This table contains information about the percentage of respondents in different age groups holding a certain amount of Life insurance, 

which fell in different ranges (from $0 to above $2,000,000). More respondents in the 45-54 age group held higher levels of Life insurance. 

Zero percent of respondents held amount insured under Life insurance for over $2,000,000.  
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Total and Permanent Disability insurance (TPD) 
 
Various amounts of TPD insurance were held by 55.8 percent of respondents in the 35-44 age 

group, 49.7 percent of respondents aged between 45-54, 34.7 percent of respondents in the 55-

64 age group, 31.6 percent of respondents aged between 25-34, 12.7 percent of respondents 

aged between 18-24, and five percent of respondents aged 65 and above. As with Life 

insurance, the age group which had the highest percentage of TPD insurance was 35-44, 

followed by the 45-54 and the 55-64 age groups.  However, as with Life insurance, the main 

holders of the top level of TPD insurance were respondents aged between 45-54. These findings 

are also in line with PIC adequacy scores, possibly suggesting that, on average, people were 

aware of the personal insurances they held, although as stated earlier, the actual ‘adequacy’ of 

their covers is questionable due to an extremely low percentage of respondents holding top 

levels of cover. 

 
Table 7.68 Age of the respondents and its effect on purchasing TPD insurance 

Age 

group 

$0 $1 - 

$200, 

000 

$200, 

001 - 

$400, 

000 

$400, 

001 - 

$600, 

000 

$600, 

001 - 

$800, 

000 

$800, 

001 - 

$1,000, 

000 

$1,000, 

001 - 

$1,500, 

000 

$1,500, 

001 - 

$2,000, 

000 

≥ 

$2,000, 

001 

No 

answer / 

Don't 

know 

18-24 

(103) 

85 

(82.5%) 

8   

(7.8%) 

5    

(4.9%) 

0       

(0%) 

0     

(0%) 

0       

(0%) 

0     

(0%) 

0        

(0%) 

0    

(0%) 

5     

(4.9%) 

25-34 

(174) 

85 

(48.9%) 

8   

(4.6%) 

29 

(16.7%) 

7      

(4%) 

8 

(4.6%) 

0       

(0%) 

2 

(1.1%) 

1    

(0.6%) 

0    

(0%) 

34 

(19.5%) 

35-44 

(181) 

54 

(29.8%) 

10 

(5.5%) 

38   

(21%) 

21 

(11.6%) 

13 

(7.2%) 

5    

(2.8%) 

10 

(5.5%) 

4    

(2.2%) 

0    

(0%) 

25 

(13.8%) 

45-54 

(129) 

45 

(34.9%) 

8   

(6.2%) 

25 

(19.4%) 

11 

(8.5%) 

6 

(4.7%) 

4    

(3.1%) 

4 

(3.1%) 

6    

(4.7%) 

0    

(0%) 

19 

(14.7%) 

55-64 

(124) 

67 

(54%) 

9   

(7.3%) 

15 

(12.1%) 

7   

(5.6%) 

8 

(6.5%) 

1   

(0.8%) 

0     

(0%) 

3    

(2.4%) 

0    

(0%) 

14 

(11.3%) 

65 and 

Above 

(102) 

87 

(85.3%) 

1      

(1%) 

2       

(2%) 

1      

(1%) 

0     

(0%) 

0       

(0%) 

0     

(0%) 

1        

(1%) 

0    

(0%) 

10    

(9.8%) 

Note: This table contains information about the percentage of respondents in different age groups holding a certain amount of TPD insurance, 

which fell in different ranges (from $0 to above $2,000,000). More respondents in the 45-54 age group held higher levels of TPD insurance. 
Zero percent of respondents held amount insured under TPD insurance for over $2,000,000.  

 

Trauma insurance  
 
Various amounts of Trauma insurance were held by 28.1 percent of the 45-54 age group, 21.1 

percent of the 35-44 age group, 16.9 percent of the 55-64 age group, 7.4 percent of the 25-34 

age group, three percent of the 65 and above age group, and one percent of the 18-24 age group. 

On average, it appears that participants who belonged to the 35-44, 45-54 and 55-64 age groups 

were more likely to purchase Trauma insurance, compared to respondents belonging to other 

age brackets. As with the other two personal insurance types, the highest percentage of 

respondents holding top level of Trauma insurance were participants in the 45-54 age group. 

As mentioned earlier, Trauma insurance is not provided within superannuation funds, and as a 
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result not many people hold this insurance, compared to other types of covers. The same 

conclusion as for Life and TPD insurances in relation to PIC adequacy levels appears to apply 

to Trauma insurance.  

 
Table 7.69 Age of the respondents and its effect on purchasing Trauma insurance 

Age 

group 

$0 $1 - 

$200, 

000 

$200, 

001 - 

$400, 

000 

$400, 

001 - 

$600, 

000 

$600,      

001 -    

$800,      

000 

$800,         

001 -    

$1,000,      

000 

$1,000,           

001 -         

$1,500,            

000 

$1,500,                

001 -               

$2,000,                

000 

≥                    

$2,000,                

001 

No 

answer / 

Don't 

know 

18-24 

(103) 

99 

(96.1%) 

1   

(1%) 

0     

(0%) 

0     

(0%) 

0   

(0%) 

0     

(0%) 

0     

(0%) 

0       

(0%) 

0     

(0%) 

3        

(2.9%) 

25-34 

(174) 

136 

(78.2%) 

1 

(0.6%) 

6  

(3.4%) 

6     

(3.4%) 

0   

(0%) 

0     

(0%) 

0     

(0%) 

0       

(0%) 

0     

(0%) 

25    

(14.4%) 

35-44 

(181) 

126 

(69.6%) 

1 

(0.6%) 

7  

(3.9%) 

14 

(7.7%) 

7 

(3.9%) 

4  

(2.2%) 

3  

(1.7%) 

2   

(1.1%) 

0     

(0%) 

17      

(9.4%) 

45-54 

(129) 

79 

(61.2%) 

5 

(3.9%) 

10 

(7.8%) 

10 

(7.8%) 

1 

(0.8%) 

6  

(4.7%) 

1  

(0.8%) 

3   

(2.3%) 

0     

(0%) 

14   

(10.9%) 

55-64 

(124) 

86 

(69.4%) 

1 

(0.8%) 

10 

(8.1%) 

7  

(5.6%) 

1 

(0.8%) 

0     

(0%) 

0     

(0%) 

2   

(1.6%) 

0     

(0%) 

17   

(13.7%) 

65 and 

Above 

(102) 

88 

(86.3%) 

0   

(0%) 

0     

(0%) 

1     

(1%) 

0    

(0%) 

1     

(1%) 

0     

(0%) 

1       

(1%) 

0     

(0%) 

11      

(10.8%) 

Note: This table contains information about the percentage of respondents in different age groups holding a certain amount of Trauma 

insurance, which fell in different ranges (from $0 to above $2,000,000). More respondents in the 45-54 age group held higher levels of Trauma 
insurance. Zero percent of respondents held amount insured under Trauma insurance for over $2,000,000.  

 

Income Protection insurance (IP) 
 
Table 7.70 indicates that IP insurance is held by 31.8 percent of those in the 45-54 age group, 

30.9 percent of respondents aged between 35-44, 21.8 percent of respondents aged between 

55-64, 14.9 percent of respondents between 25-34 years of age, 3.9 percent of respondents aged 

between 18-24, and 3.9 percent of respondents aged above 65. In this case, the highest 

percentage of groups who held IP insurance were the 45-54 age group, following by the 35-44 

age group. In this case the highest percentage of respondents who held ‘80 percent’ of IP 

insurance were between 35-44 years of age, which is different compared to Life, TPD and 

Trauma insurances. However, comparison between PIH levels and PIC adequacy for IP 

insurance are still the same as for the other three personal insurance types.   

 
Table 7.70 Age of the respondents and its effect on purchasing IP insurance 

Age group 0% 75% 80% No answer / Don't know 

18-24 (103) 95 (92.2%) 4 (3.9%) 0 (0%) 4 (3.9%) 

25-34 (174) 119 (68.4%) 18 (10.3%) 8 (4.6%) 29 (16.7%) 

35-44 (181) 106 (58.6%) 33 (18.2%) 23 (12.7%) 19 (10.5%) 

45-54 (129) 73 (56.6%) 26 (20.2%) 15 (11.6%) 15 (11.6%) 

55-64 (124) 81 (65.3%) 19 (15.3%) 8 (6.5%) 16 (12.9%) 

65 and Above (102) 85 (83.3%) 1 (1%) 3 (2.9%) 13 (12.7%) 

Note: This table contains information about the percentage of respondents in different age groups holding a certain percentage of IP insurance. 

More respondents in the 35-44 age group held higher percentage of IP insurance (80%) compared to other groups.  
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Chi square analysis and Binary logistic regression analysis were performed to gain an 

understanding if age had an effect on PIH. In chi square test (see Table 7.71) the age category 

has shown a significant association with having all four types of insurance (for Life insurance 

LR = 158.930, p < 0.001, for TPD insurance LR = 148.614, p < 0.001, for Trauma insurance 

LR = 71.684, p < 0.001 and for IP insurance LR = 74.181, p < 0.001). This demonstrates that 

the age category influences the personal insurance purchasing behaviour and associations were 

noted with all four types of policies.  

 
Table 7.71 Chi square analysis for the relationship between age groups and having 

personal insurance 

Age 

group  

Life insurance TPD insurance Trauma insurance IP insurance 

Have Not 

have 

Sign

if 

Have Not 

have 

Sign

if 

Have Not 

have 

Sign

if 

Have Not 

have 

Sign

if 

18-24 

(n=103) 

10 

1.4% 

88 

12.2% 

LRa 

= 

158.

930*

** 

df = 

5 

 

13 

1.8% 

85 

12.1% 

LRa 

= 

148.

614*

** 

df = 

5 

 

1 

0.1% 

99 

13.7% 

 

LRa 

= 

71.6

84**

* 

df = 

5 

 

 

4 

0.6% 

95 

13.3% 

LRa 

= 

74.1

81**

* 

df = 

5 

  

25-34 

(n=174) 

64 

8.9% 

80 

11.1% 

55 

7.8% 

85 

12.1% 

13 

1.8% 

136 

18.8% 

26 

3.6% 

119 

16.6% 

35-44 

(n=181) 

109 

15.1% 

55 

7.6% 

101 

14.4% 

54 

7.7% 

38 

5.2% 

126 

17.4% 

56 

7.8% 

106 

14.8% 

45-54 

(n=129) 

73 

10.1% 

41 

5.7% 

64 

9.1% 

45 

6.4% 

36 

5.0% 

79 

10.9% 

41 

5.7% 

73 

10.2% 

55-64 

(n=124) 

59 

8.2% 

53 

7.4% 

43 

6.0% 

67 

9.5% 

21 

2.9% 

86 

11.9% 

27 

3.6% 

81 

11.3% 

>65 

(n=102) 

9 

1.2% 

81 

11.2% 

5 

0.7% 

87 

12.4% 

3 

0.4% 

88 

12.1% 

4 

0.6% 

85 

11.8% 

Note: This table contains information about the relationship between age and PIH levels. Age category has shown a significant association 

with having all four types of insurance 

a – Likelihood ration (LR) was used for interpretation there were more than 2 x 2 groups, df = degrees of freedom, p = p value (significant 
level) 
* p < 0.05, ** p < 0.01, *** p <0.001 
 

Table 7.72 demonstrates that for Life and TPD insurance types the 25-34 age category (OR = 

7.040, p < 0.001 and OR = 4.231, p < 0.001, respectively), the 35-44 age category (OR = 

17.440, p < 0.001 and OR = 12.229, p < 0.001, respectively), the 45-54 age category (OR = 

15.668, p < 0.001 and OR = 9.299, p < 0.001, respectively) and the 55-64 age category (OR = 

9.630, p < 0.001 and OR = 4.099, p < 0.001, respectively) showed a significantly higher 

likelihood of obtaining policies (in comparison with the 18-24 age category, which was the 

constant). These findings suggest that the 25-34, 35-44, 45-54 and 55-64 age groups influenced 

people to purchase more Life insurance and TPD insurance than others. The highest OR’s for 

both types of insurance were reported for the age group: 35-44.  

 
For Trauma and IP insurances also similar associations were detected; the 25-34 age category 

(OR = 9.463, p = 0.032 and OR = 5.189, p = 0.003, respectively), the 35-44 age category (OR 

= 29.857, p = 0.001 and OR = 12.547, p < 0.001, respectively), the 45-54 age category (OR = 
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45.114, p < 0.001 and OR = 13.339, p < 0.001, respectively) and the 55-64 age category (OR 

= 23.023, p = 0.002 and OR = 7.623, p < 0.001, respectively) showed a significantly higher 

likelihood of obtaining policies (in comparison with the 18-24 age category, which was the 

constant). Similar to Life and TPD insurance types, most purchasers of Trauma and IP 

insurances were respondents belonging to the following age groups: 25-34, 35-44, 45-54 and 

55-64. Unlike for Life and TPD insurances, the highest OR’s were noted for the age group: 45-

54. 

 

Table 7.72 Binary logistic regression analysis for the relationship between age groups and 

having personal insurance 

Age 

group  

Life insurance TPD insurance Trauma insurance IP insurance 

OR Signif 95 % 

CI 

OR Signif 95 % 

CI 

OR Signif 95 %   

CI 

OR Signif 95 % 

CI 

Consta

nt  

(n=103) 

0.11

4*** 

 

<.001  0.15

3*** 

 

<.001  0.01

0*** 

 

<.001  0.042*

** 

 

<.001  

25-34 

(n=174) 

7.04

0*** 

 

<.001 3.386-

14.63

8 

4.23

1*** 

 

<.001 2.154-

8.310 

9.46

3* 

.032 1.218-

73.53

6 

5.189*

* 

.003 1.750-

15.38

2 

35-44 

(n=181) 

17.4

40**

* 

<.001 8.405-

36.18

9 

12.2

29**

* 

 

<.001 6.253-

23.91

6 

29.8

57** 

 

.001 4.029-

221.2

70 

12.54

7 

<.001 4.384-

35.90

9 

45-54 

(n=129) 

15.6

68**

* 

<.001 7.344-

33.42

6 

9.29

9*** 

 

<.001 4.631-

18.67

4 

45.1

14*** 

 

<.001 6.052-

336.3

22 

13.33

9*** 

 

<.001 4.571-

38.92

9 

55-64 

(n=124) 

9.63

0*** 

<.001 4.537-

20.44

2 

4.09

9*** 

 

<.001 2.036-

8.251 

23.0

23** 

.002 3.027-

175.1

33 

7.623*

** 

 

<.001 2.554-

22.75

6 

>65 

(n=102) 

.978 .963 .378-

2.528 

.376 .074 .128-

1.100 

3.37

5 

.296 .345-

33.04

0 

1.118 .878 .271-

4.608 

Note: This table contains information about the relationship between the age and PIH. The 25-34, 35-44, 45-54 and 55-64 age groups showed 

higher PIH for Life, TPD, Trauma and IP insurances. 

OR = Odds ratio, 95% CI = 95 % confidence interval  
* p < 0.05, ** p < 0.01, *** p <0.001 
 
It could be concluded that age was an important factor affecting personal insurance purchase. 

It was discussed that respondents who were above 35 years of age (age groups 35-44, 45-54 

and 55-64, in particular) were more likely to purchase higher levels of personal insurance. 

People aged between 25-34 were also keen purchasers of personal insurance, but not to the 

same extent as people aged between 35-64. This could potentially be explained by the fact that 

people in older age categories are more likely to hold stable jobs or be self-employed, have 

higher income levels, have families and possibly high levels of liabilities. Due to these factors, 

they would want to have adequate personal insurance to protect themselves, their families, and 

assets in the event of some unfortunate events taking place.  
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7.7.6    Education level of the respondents  
 
In this section a general discussion will be conducted if education level of respondents affects 

their purchase of personal insurance policies. It was pointed out in the interviews with the 

informed participants that people possessing higher education are more likely to take out 

personal insurance products, mainly because they would be more likely to do their own 

research and potentially see value in personal insurance. 

 
Life insurance  
 
As can be seen from Table 7.73, Life insurance was held by 50.4 percent of bachelor degree 

holders, 49 percent of postgraduate degree holders, 32.7 percent of TAFE graduates, 30.6 

percent of Year 10 school graduates, and 24.4 percent of Year 12 school graduates. Even 

though the percentage of postgraduate degree holders having Life insurance was slightly less 

than bachelor degree holders, this group had the highest percentage (5.7%) of holding high 

levels of cover for the amount of $1,500,001 - $2,000,000. These findings are in line with PIC 

adequacy, with the highest scores reported for postgraduate degree holders.     

 
Table 7.73 Education of the respondents and its effect on purchasing Life insurance 

Education 

Level 

$0 $1 - 

$200, 

000 

$200,                      

001 -       

$400,          

000 

$400,       

001 -          

$600, 

000 

$600, 

001 - 

$800, 

000 

$800,    

001 - 

$1,000, 

000 

$1,000, 

001 - 

$1,500,  

000 

$1,500,   

001 - 

$2,000, 

000 

≥  

$2,000, 

001 

No 

answer 

/ Don't 

know 

Year 10 (36) 22 

(61.1%) 

2 

(5.6%) 

7 

(19.4%) 

1 

(2.8%) 

1   

(2.8%) 

0    

(0%) 

0      

(0%) 

0      

(0%) 

0      

(0%) 

3       

(8.3%) 

Year 12 

(181) 

125 

(69.1%) 

10 

(5.5%) 

20 

(11%) 

5 

(2.8%) 

3   

(1.7%) 

3 

(1.7%) 

2   

(1.1%) 

1   

(0.6%) 

0      

(0%) 

12     

(6.6%) 

TAFE (165) 100 

(60.6%) 

11 

(6.7%) 

22 

(13.3%) 

12 

(7.3%) 

5      

(3%) 

1 

(0.6%) 

2   

(1.2%) 

1  

(0.6%) 

0      

(0%) 

11    

(6.7%) 

Bachelor 

degree (270) 

91 

(33.7%) 

15 

(5.6%) 

60 

(22.2%) 

26 

(9.6%) 

20 

(7.4%) 

5 

(1.9%) 

4   

(1.5%) 

6  

(2.2%) 

0      

(0%) 

43  

(15.9%) 

Postgraduate 

(157) 

58 

(36.9%) 

10 

(6.4%) 

19 

(12.1%) 

14 

(8.9%) 

13 

(8.3%) 

4 

(2.5%) 

8   

(5.1%) 

9  

(5.7%) 

0      

(0%) 

22      

(14%) 

Note: This table contains information about the percentage of respondents in different education groups holding a certain amount of Life 

insurance, which fell in different ranges (from $0 to above $2,000,000). More respondents who had a postgraduate degree held higher levels 
of Life insurance. Zero percent of respondents held amount insured under Life insurance for over $2,000,000.  

 

Total and Permanent Disability insurance (TPD) 
 
Table 7.74 illustrates that TPD insurance is held by 42.6 percent of bachelor degree holders, 

42.1 percent of postgraduate degree holders, 29.1 percent of TAFE graduates, 24.3 percent of 

Year 12 respondents, and 19.5 percent of Year 10 respondents. As with Life insurance, the 

education group with the highest percentage of top TPD coverage purchase (i.e., $1,500,001 - 

$2,000,000) was postgraduate degree holders, with 6.4 percent. As with Life insurance, the 

same conclusion can be drawn for TPD insurance in relation to PIC adequacy scores.  
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Table 7.74 Education of the respondents and its effect on purchasing TPD insurance 

Education 

Level 

$0 $1- 

$200,  

000 

$200,    

001-    

$400,     

000 

$400,         

001-          

$600,           

000 

$600,               

001-               

$800,                

000 

$800,   

001- 

$1,000,  

000 

$1,000, 

001- 

$1,500,   

000 

$1,500, 

001-

$2,000, 

000 

≥ 

$2,000, 

001 

No 

answer 

/ Don't 

know 

Year 10 (36) 25 

(69.4%) 

2   

(5.6%) 

4  

(11.1%) 

0      

(0%) 

1 

(2.8%) 

0    

(0%) 

0    

(0%) 

0    

(0%) 

0    

(0%) 

4 

(11.1%) 

Year 12 

(181) 

123 

(68%) 

11 

(6.1%) 

18  

(9.9%) 

6   

(3.3%) 

2 

(1.1%) 

2 

(1.1%) 

4 

(2.2%) 

1 

(0.6%) 

0    

(0%) 

13 

(7.2%) 

TAFE (165) 100 

(60.6%) 

11 

(6.7%) 

20 

(12.1%) 

10 

(6.1%) 

4 

(2.4%) 

2 

(1.2%) 

1 

(0.6%) 

0    

(0%) 

0    

(0%) 

16 

(9.7%) 

Bachelor 

degree (270) 

104 

(38.5%) 

13 

(4.8%) 

55 

(20.4%) 

19    

(7%) 

17 

(6.3%) 

3 

(1.1%) 

4 

(1.5%) 

4 

(1.5%) 

0    

(0%) 

51 

(18.9%) 

Postgraduate 

(157) 

68 

(43.3%) 

7  

(4.5%) 

17 

(10.8%) 

11    

(7%) 

11   

(7%) 

3 

(1.9%) 

7 

(4.5%) 

10 

(6.4%) 

0    

(0%) 

23 

(14.6%) 

Note: This table contains information about the percentage of respondents in different education groups holding a certain amount of TPD 

insurance, which fell in different ranges (from $0 to above $2,000,000). More respondents who had a postgraduate degree held higher levels 
of TPD insurance. Zero percent of respondents held amount insured under TPD insurance for over $2,000,000.  

 

Trauma insurance  
 
As with other demographic features, Trauma insurance had a very low purchase percentage 

among different education groups. Only bachelor degree holder and postgraduate degree 

holders had higher levels of Trauma insurance of $1,500,001 - $2,000,000, with 1.1 percent 

and 3.2 percent, respectively. Table 7.75 demonstrates that Trauma insurance was held by 27.5 

percent of postgraduate degree holders, 13.8 percent of bachelor degree holders, 12.1 percent 

of TAFE graduates, 5.6 percent of Year 12 graduates, and 2.8 percent of Year 10 school 

graduates. These PIH levels are consistent with their PIC adequacy scores. 

 
Table 7.75 Education of the respondents and its effect on purchasing Trauma insurance 

Education 

Level 

$0 $1- 

$200, 

000 

$200,             

001-              

$400,         

000 

$400, 

001-

$600, 

000 

$600, 

001-

$800, 

000 

$800, 

001-

$1,000,

, 000 

$1,000

, 001-

$1,500

, 000 

$1,500

, 001-

$2,000

, 000 

≥ 

$2,000

, 001 

No 

answer/ 

Don’ 

know      

Year 10 (36) 30 

(83.3%) 

0    

(0%) 

0    

(0%) 

1 

(2.8%) 

0    

(0%) 

0    

(0%) 

0    

(0%) 

0        

(0%) 

0     

(0%) 

5   

(13.9%) 

Year 12 

(181) 

162 

(89.5%) 

0    

(0%) 

3 

(1.7%) 

2 

(1.1%) 

2 

(1.1%) 

2 

(1.1%) 

1 

(0.6%) 

0        

(0%) 

0      

(0%) 

9          

(5%) 

TAFE (165) 130 

(78.8%) 

3 

(1.8%) 

9 

(5.5%) 

6 

(3.6%) 

1 

(0.6%) 

1 

(0.6%) 

0     

(0%) 

0        

(0%) 

0      

(0%) 

15    

(9.1%) 

Bachelor 

degree (270) 

195 

(72.2%) 

4 

(1.5%) 

12 

(4.4%) 

15 

(5.6%) 

1 

(0.4%) 

1 

(0.4%) 

1 

(0.4%) 

3    

(1.1%) 

0     

(0%) 

38 

(14.1%) 

Postgraduat

e (157) 

94 

(59.9%) 

2 

(1.3%) 

9 

(5.7%) 

13 

(8.3%) 

5 

(3.2%) 

7 

(4.5%) 

2 

(1.3%) 

5    

(3.2%) 

0     

(0%) 

20 

(12.7%) 

Note: This table contains information about the percentage of respondents in different education groups holding a certain amount of Trauma 
insurance, which fell in different ranges (from $0 to above $2,000,000). More respondents who had a postgraduate degree held higher levels 

of Trauma insurance. Zero percent of respondents held amount insured under Trauma insurance for over $2,000,000.  

 

Income Protection insurance (IP) 
 
As with other demographic features, IP insurance had a better purchasing rate compared to 

Trauma insurance. From Table 7.76 it can be observed that IP insurance was held by 34.4 
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percent of postgraduate degree holders, 21.9 percent of bachelor degree holders, 13.9 percent 

of Year 10 respondents, 12.7 percent of TAFE graduates, and 9.9 percent of Year 12 graduates. 

Respondents who had a postgraduate qualification were keen purchasers of IP insurance and 

recorded the highest percentage of holding the highest level of IP cover (80%). However, 

unlike for Life, TPD and Trauma insurances, Year 10 graduates were recorded to have the 

second highest percentage of holding IP insurance, which covers 80 percent of income. As 

discussed earlier, Year 10 respondents had a high proportion of self-employed people, which 

could explain their desire to obtain IP Insurance.  

 
Table 7.76 Education of the respondents and its effect on purchasing IP insurance 

Education Level 0% 75% 80% No answer / Don't know 

Year 10 (36) 26 (72.2%) 1 (2.8%) 4 (11.1%) 5 (13.9%) 

Year 12 (181) 150 (82.9%) 12 (6.6%) 6 (3.3%) 13 (7.2%) 

TAFE (165) 130 (78.8%) 18 (10.9%) 3 (1.8%) 14 (8.5%) 

Bachelor degree (270) 168 (62.2%) 42 (15.6%) 17 (6.3%) 43 (15.9%) 

Postgraduate (157) 82 (52.2%) 27 (17.2%) 27 (17.2%) 21 (13.4%) 

Note: This table contains information about the percentage of respondents in different education groups holding a certain percentage of IP 

insurance. More respondents with a postgraduate qualification held the higher percentage of IP insurance (80%) compared to other groups. 
 
More analyses were conducted to ascertain if education level influenced PIH. A chi square test 

demonstrated that education status has shown a significant association with having all four 

types of personal insurance (for Life insurance LR = 61.600, p < 0.001, for TPD insurance LR 

= 40.165, p < 0.001, for Trauma insurance LR = 44.956, p < 0.001 and for IP insurance LR = 

42.599, p < 0.001). The findings in Table 7.77 suggest that the education status may influence 

decision-making when purchasing personal insurance products and associations were noted 

with all four types of policies.  

 
Table 7.77 Chi square analysis for the relationship between education levels and having 

personal insurance 
Educatio

n level  

Life insurance TPD insurance Trauma insurance IP insurance 

Have Not 

have 

Sign

if 

Have Not 

have 

Sign

if 

Have Not 

have 

Sign

if 

Have Not 

have 

Sign

if 

Year 10   

(n = 37) 

11 

1.5% 

22 

3.1% 

LRa 

= 

61.6

00**

* 

df = 

4 

 

7 

1.0% 

25 

3.6% 

LRa 

= 

40.1

65**

* 

df = 

4 

 

1 

0.1% 

30 

4.2% 

LRa 

= 

44.9

56**

* 

df = 

4 

 

5 

0.7% 

26 

3.7% 

LRa 

= 

42.5

99**

* 

df = 

4 

  

Year 12  

(n = 181) 

44 

6.1% 

125 

17.4% 

44 

6.3% 

123 

17.6% 

10 

1.4% 

162 

22.5% 

18 

2.5% 

150 

21.1% 

TAFE     

(n = 165) 

54 

7.5% 

100 

13.9% 

48 

6.9% 

100 

14.3% 

20 

2.8% 

130 

18.0% 

21 

2.9% 

130 

18.3% 

Bachelor 

degree    

(n = 270)                     

136 

18.8% 

91 

12.7% 

115 

16.3% 

104 

14.9% 

37 

5.0% 

195 

27.0% 

59 

8.1% 

168 

23.6% 

Postgrad

uate          

(n = 157)  

77 

10.7% 

58 

8.1% 

66 

9.4% 

68 

9.7% 

43 

6.0% 

94 

13.0% 

54 

7.6% 

82 

11.5% 

Note: This table contains information about the relationship between education and PIH. Education status has shown a significant association 

with having all four types of personal insurance. a – Likelihood ration (LR) was used for interpretation there were more than 2 x 2 groups, df 

= degrees of freedom, p = p value (significant level)     
* p < 0.05, ** p < 0.01, *** p <0.001 
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Table 7.78 demonstrates that those who had a bachelor degree (OR = 2.967, p = 0.006 and OR 

= 3.915, p = 0.002, respectively) and a postgraduate degree (OR = 2.655, p = 0.017 and OR = 

3.466, p = 0.007, respectively) were more likely to have Life and TPD insurances (in 

comparison with those who studied up to Year 10, which was the constant). However, only 

postgraduate degree holders (OR = 13.723, p = 0.011 and OR = 3.424, p = 0.018, respectively) 

showed a significantly higher chance of obtaining Trauma insurance and IP insurance (in 

comparison with those who studied up to Year 10, which was the constant). It is evident from 

the above statistics that having a bachelor degree, or a postgraduate degree appears to influence 

people to purchase Life and TPD insurances. However, for Trauma insurance and IP insurance, 

having postgraduate degree increased the likelihood of purchasing insurance policy. It appears 

that the higher the education level, the higher amount of personal insurance was purchased. 

This association might be further explained by the possible correlation between higher 

educational status and better paying jobs and subsequently more money available to pay the 

premiums.  

 
Table 7.78 Binary logistic regression analysis for the relationship between education 

levels and having personal insurance 

Educati

on level  

Life insurance TPD insurance Trauma insurance IP insurance 

OR Sign

if 

95 % 

CI 

OR Sign

if 

95 % 

CI 

OR Sign

if 

95 % 

CI 

OR           Signif 95 % 

CI 

Consta

nt  

0.50

0 

.061  0.28

0** 

.003  0.03

3** 

.001  0.192*

* 

.001  

Year 12 .704 .391 .316-

1.569 

1.27

8 

.596 .516-

3.162 

1.85

2 

.564 .229-

15.005 

.624 .390 .213-

1.828 

TAFE 1.08

0 

.850 .487-

2.394 

1.71

4 

.244 .693-

4.242 

4.61

5 

.143 .596-

35.752 

.840 .748 .290-

2.430 

Bachelo

r degree 

2.96

7** 

.006 1.372-

6.415 

3.91

5** 

.002 1.625-

9.431 

5.53

8 

.097 .732-

41.911 

1.795 .253 .659-

4.892 

Postgra

duate 

2.65

5* 

.017 1.193-

5.909 

3.46

6** 

.007 1.404-

8.560 

13.7

23** 

.011 1.812-

103.947 

3.424* .018 1.239-

9.467 

Note: This table contains information about the relationship between education and PIH. Table 7.78 demonstrates that those who had a 

Bachelor degree holders and postgraduate degree holders more likely to have Life and TPD insurances. Under Trauma and IP insurances, 
higher PIH levels were evident for postgraduate degree holders.  

OR = Odds ratio, 95% CI = 95 % confidence interval  
* p < 0.05, ** p < 0.01, *** p <0.001 
 
Overall, it could be concluded that people who had higher level of education (bachelor degree 

and postgraduate degrees) were more likely to purchase more personal insurance policies and 

of higher levels, with the exception of Year 10 graduates being the second highest purchaser 

of the top (80%) IP insurance. This might be explained by the fact that people who are 

passionate about studying and learning new things could also be interested to know more about 

personal insurance as a way to protect themselves and their families in the event of unforeseen 

negative events taking place. Alternatively, it could be due to people with higher educational 
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levels, on average, earn more and as a result, can afford the premiums. Largely these findings 

are in line with the statements obtained from the informed participants.  

 

7.7.7    Income level of the respondents  
 
In this section the general discussion will be conducted to consider if the income level of the 

respondents affected their purchase of personal insurance policies. It was pointed out in the 

interviews with the informed participants that people on higher income tend to purchase more 

personal insurance, mainly due to having higher liabilities and wishing to protect themselves 

and families in a time of need. Another explanation could be that they have the income to afford 

personal insurance premiums. 

 
Life insurance  
 
As Life insurance is provided within a superannuation fund, the purchasing rate is usually 

relatively high. From Table 7.79 Life insurance was held by 88.6 percent of respondents 

earning more than $180,000 per annum, 64.9 percent of respondents earning between $80,001 

- $180,000 ($130,000) per annum, 38.4 percent of respondents earning between $37,001 - 

$80,000 ($58,500) per annum, 12.5 percent of respondents earning between $18,201 - $37,000 

($27,600) per annum and 11.2 percent of respondents earning between $0 - $18,200 ($9,100) 

per annum. It appears that people earning above $180,000 per annum had higher levels of Life 

insurance, with 40 percent buying the highest level of cover ($1,500,001 - $2,000,000). This 

finding is very much in line with PIC adequacy scores, where respondents earning $180,000 

per annum and above were significantly more confident about holding appropriate levels of 

personal insurance, compared to other income groups.   

 
Table 7.79 Income of the respondents and its effect on purchasing Life insurance 

Income 

Level 

$0 $1 -   

$200,   

000 

$200,       

001 -     

$400,       

000 

$400,   

001 - 

$600,   

000 

$600,      

001 -   

$800,      

000 

$800,              

001 -       

$1,000,          

000 

$1,000,           

001 -         

$1,500,           

000 

$1,500,                          

001 -                        

$2,000,                          

000 

≥  

$2,000

, 001 

No 

answer / 

Don't 

know 

$9,100      

(98) 

77 

(78.6%) 

4 

(4.1%) 

2      

(2%) 

3  

(3.1%) 

1      

(1%) 

1       

(1%) 

0    

(0%) 

0    

(0%) 

0   

(0%) 

10 

(10.2%) 

$27,600 

(145) 

113 

(77.9%) 

4 

(2.8%) 

9  

(6.2%) 

4 

(2.8%) 

1  

(0.7%) 

0       

(0%) 

0    

(0%) 

0    

(0%) 

0   

(0%) 

14   

(9.7%) 

$58,500 

(305) 

153 

(50.2%) 

29 

(9.5%) 

57 

(18.7%) 

21 

(6.9%) 

5  

(1.6%) 

1   

(0.3%) 

2 

(0.7%) 

2 

(0.7%) 

0   

(0%) 

35 

(11.5%) 

$130,00

0 (226) 

52 

(23%) 

11 

(4.9%) 

60 

(26.5%) 

29 

(12.8%) 

31 

(13.7%) 

8   

(3.5%) 

7 

(3.1%) 

1 

(0.4%) 

0   

(0%) 

27 

(11.9%) 

$180,00

0 (35) 

3  

(8.6%) 

1 

(2.9%) 

0       

(0%) 

2  

(5.7%) 

4 

(11.4%) 

3   

(8.6%) 

7   

(20%) 

14 

(40%) 

0   

(0%) 

1     

(2.9%) 

Note: This table contains information about the percentage of respondents in different income groups holding a certain amount of Life 

insurance, which fell in different ranges (from $0 to above $2,000,000). More respondents who were on a $180,000 per year and above held 

higher levels of Life insurance. Zero percent of respondents held amount insured under Life insurance for over $2,000,000.  

 
 



 
282 

Total and Permanent Disability insurance (TPD) 
 
As with Life insurance, TPD is also offered inside a superannuation fund, and as a result the 

purchase rate is usually relatively high, however slightly lower than Life insurance. Table 7.80 

illustrates that TPD insurance was held by 82.9 percent of respondents earning more than 

$180,000 per annum, 57.1 percent of respondents earning between $80,001 - $180,000 

($130,000) per annum, 33.7 percent of respondents earning between $37,001 - $80,000 

($58,500) per annum, 8.9 percent of respondents earning between $18,201 - $37,000 ($27,600) 

per annum, and 7.1 percent of respondents earning between $0 - $18,200 ($9,100) per annum. 

As with Life insurance, 37.1 percent of people earning above $180,000 per annum purchased 

higher levels of TPD covers. As income of participants increased, so did the TPD insurance 

purchase rate. As with Life insurance, a significantly higher percentage of respondents on the 

highest level of income purchased top level of TPD insurance, which is in line with PIC 

adequacy scores.  

 
Table 7.80 Income of the respondents and its effect on purchasing TPD insurance 

Income 

Level 

$0 $1 - 

$200, 

000 

$200, 

001 - 

$400, 

000 

$400, 

001 - 

$600, 

000 

$600, 

001 - 

$800, 

000 

$800,     

001 - 

$1,000, 

000 

$1,000, 

001 - 

$1,500, 

000 

$1,500, 

001 - 

$2,000, 

000 

≥ 

$2,000, 

001 

No 

answer / 

Don't 

know 

$9,100 

(98) 

77 

(78.6%) 

4 

(4.1%) 

2     

(2%) 

0         

(0%) 

0       

(0%) 

1     

(1%) 

0     

(0%) 

0     

(0%) 

0     

(0%) 

13 

(13.3%) 

$27,600 

(145) 

113 

(77.9%) 

6 

(4.1%) 

6  

(4.1%) 

1    

(0.7%) 

0       

(0%) 

0     

(0%) 

0     

(0%) 

0     

(0%) 

0     

(0%) 

19 

(13.1%) 

$58,500 

(305) 

162 

(53.1%) 

22 

(7.2%) 

53 

(17.4%) 

18 

(5.9%) 

5    

(1.6%) 

1  

(0.3%) 

3     

(1%) 

1  

(0.3%) 

0     

(0%) 

39 

(12.8%) 

$130,00

0 (226) 

67 

(29.6%) 

12 

(5.3%) 

53 

(23.5%) 

25 

(11.1%) 

27 

(11.9%) 

5  

(2.2%) 

6  

(2.7%) 

1  

(0.4%) 

0     

(0%) 

30 

(13.3%) 

$180,00

0 (35) 

4 

(11.4%) 

0   

(0%) 

0     

(0%) 

3    

(8.6%) 

3    

(8.6%) 

3  

(8.6%) 

7   

(20%) 

13 

(37.1%) 

0     

(0%) 

2    

(5.7%) 

Note: This table contains information about the percentage of respondents in different income groups holding a certain amount of TPD 

insurance, which fell in different ranges (from $0 to above $2,000,000). More respondents who were on a $180,000 per year and above held 

higher levels of TPD insurance. Zero percent of respondents held amount insured under TPD insurance for over $2,000,000.  

 

Trauma insurance  
 
As previously stated, Trauma insurance is not available via a superannuation fund and as a 

result the percentage of people purchasing this cover is usually lower compared to Life and 

TPD insurances. Table 7.81 illustrates that Trauma insurance was held by 68.7 percent of 

respondents earning more than $180,000 per annum, 22.9 percent of respondents earning 

between $80,001 - $180,000 ($130,000) per annum, 9.8 percent of respondents earning 

between $37,001 - $80,000 ($58,500) per annum, five percent of respondents earning between 

$0-$18,200 ($9,100) per annum, and 0.7 percent of respondents earning between $18,201 - 

$37,000 ($27,600) per annum. It is interesting to note that unlike what was observed with Life 
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and TPD insurances, people on the lowest income level had more Trauma insurance than 

people earning $18,201 - $37,000 ($27,600) per annum. Once again, it is evident that 

respondents on the highest level of income purchased Trauma insurance three times more 

(68.7%) than people earning between $80,001 - $180,000 ($130,000) (22.9%). As with Life 

and TPD insurances, PIH levels for Trauma insurance are in line with PIC adequacy scores.  

 
Table 7.81 Income of the respondents and its effect on purchasing Trauma insurance 

Income 

Level 

$0 $1 - 

$200, 

000 

$200,     

001 -   

$400,     

000 

$400,          

001 -        

$600,          

000 

$600,             

001 -           

$800,  

000 

$800,    

001 - 

$1,000,  

000 

$1,000,                      

001 -                   

$1,500,                     

000 

$1,500, 

001 - 

$2,000, 

000 

≥ 

$2,000, 

001 

No 

answer / 

Don't 

know 

$9,100 

(98) 

82 

(83.7%) 

2   

(2%) 

2   

(2%) 

0     

(0%) 

0    

(0%) 

1     

(1%) 

0     

(0%) 

0        

(0%) 

0     

(0%) 

11    

(11.2%) 

$27,600 

(145) 

127 

(87.6%) 

0   

(0%) 

1 

(0.7%

) 

0     

(0%) 

0    

(0%) 

0     

(0%) 

0     

(0%) 

0        

(0%) 

0     

(0%) 

17   

(11.7%) 

$58,500 

(305) 

245 

(80.3%) 

4 

(1.3%

) 

14 

(4.6%

) 

11 

(3.6%) 

0     

(0%) 

0     

(0%) 

1  

(0.3%) 

0        

(0%) 

0     

(0%) 

30     

(9.8%) 

$130,00

0 (226) 

149 

(65.9%) 

3 

(1.3%

) 

14 

(6.2%

) 

22 

(9.7%) 

8 

(3.5%) 

5  

(2.2%) 

0     

(0%) 

0        

(0%) 

0     

(0%) 

25   

(11.1%) 

$180,00

0 (35) 

11 

(31.4%) 

0   

(0%) 

2 

(5.7%

) 

5 

(14.3%

) 

1 

(2.9%) 

5 

(14.3%

) 

3  

(8.6%) 

8  

(22.9%) 

0     

(0%) 

0           

(0%) 

Note: This table contains information about the percentage of respondents in different income groups holding a certain amount of Trauma 

insurance, which fell in different ranges (from $0 to above $2,000,000). The only group who held the insurance in the range of $1,500,001-
$2,000,000 was respondents who were on a $180,000 per year and above. Zero percent of respondents held amount insured under Trauma 

insurance for over $2,000,000.  

 

Income Protection insurance (IP) 
 
As stated earlier, IP insurance is available within a superannuation fund with limited features, 

which would mean more people would have this cover compared to Trauma insurance. From 

Table 7.82 below it can be observed that IP insurance (both 75% and 80%) was held by 82.9 

(22.9% + 60%) percent of respondents earning more than $180,000 per annum, 35.4 (25.2% + 

10.2%) percent of respondents earning between $80,001 - $180,000 ($130,000) per annum, 

13.7 (9.8% + 3.9%) percent of respondents earning between $37,001 - $80,000 ($58,500) per 

annum, 3.5 (2.8% + 0.7%) percent of respondents earning between $18,201 - $37,000 

($27,600) per annum, and two (2% + 0%) percent of respondents earning between $0 - $18,200 

($9,100) per annum. It appears that participants who earned higher levels of income were more 

likely to purchase IP insurance, which may make sense given that they have more ‘income’ to 

protect. As with Life, TPD and Trauma insurances, a significant difference between other 

groups and those earning above $180,000 and holding the top level of IP insurance is evident, 

suggesting that these results are in line with PIC adequacy scores. 
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Table 7.82 Income of the respondents and its effect on purchasing IP insurance 

Income Level 0% 75% 80% No answer / Don't know 

$9,100 (98) 84 (85.7%) 2 (2%) 0 (0%) 12 (12.2%) 

$27,600 (145) 120 (82.8%) 4 (2.8%) 1 (0.7%) 20 (13.8%) 

$58,500 (305) 228 (74.8%) 30 (9.8%) 12 (3.9%) 35 (11.5%) 

$130,000 (226) 121 (53.5%) 57 (25.2%) 23 (10.2%) 25 (11.1%) 

$180,000 (35) 6 (17.1%) 8 (22.9%) 21 (60%) 0 (0%) 

Note: This table contains information about the percentage of respondents in different income groups holding a certain percentage of IP 

insurance. More respondents on a salary of $180,000 per annum and above held a higher percentage of IP insurance (80%) compared to other 

groups.  
 

To test if income level had an effect on PIH, Chi square analysis and Binary logistic regression 

analysis were conducted. In Table 7.83, a Chi square test of income groups demonstrated a 

significant association with having all four types of insurance (for Life insurance LR = 202.742, 

p < 0.001, for TPD insurance LR = 184.001, p < 0.001, for Trauma insurance LR = 110.497, p 

< 0.001 and for IP insurance LR = 158.358, p < 0.001). This indicates that the income category 

appears to influence purchasing of personal insurance policies and associations were seen with 

all four types of policies. 

 
Table 7.83 Chi square analysis for the relationship between income levels and having 

personal insurance 

Income 

level 

Life insurance TPD insurance Trauma insurance IP insurance 

Have Not 

have 

Sign

if 

Have Not 

have 

Sign

if 

Have Not 

have 

Sign

if 

Have Not 

have 

Signif 

 

$9,100     

(n = 98) 

11 

1.5% 

77 

10.7% 

LRa 

= 

202.

742*

** 

df = 

4 

 

7 

1.0% 

77 

11.0% 

LRa 

= 

184.

001*

** 

df = 

4 

 

5 

0.7% 

82 

11.3% 

LRa 

= 

110.

497*

** 

df = 

4 

 

2 

0.3% 

84 

11.7% 

 LRa = 

158.3

58*** 

df = 4 

 

 

 

 

 

$27,600 

(n=145) 

18 

2.5% 

113 

15.7% 

13 

1.8% 

113 

16.1% 

1 

0.1% 

127 

17.5% 

5 

0.7% 

120 

16.8% 

$58,500 

(n=305) 

117 

16.2% 

153 

21.2% 

103 

14.7% 

162 

23.0% 

30 

4.1% 

245 

33.8% 

42 

5.9% 

228 

31.8% 

$130,000 

(n=226) 

147 

20.2% 

52 

7.2% 

129 

18.2% 

67 

9.5% 

52 

7.0% 

149 

20.6% 

80 

11.0% 

121 

16.9% 

$180,000  

(n=35) 

31 

4.3% 

3 

0.4% 

29 

4.1% 

4 

0.6% 

24 

3.3% 

11 

1.5% 

29 

4.1% 

6 

0.8% 

Note: This table contains information about the relationship between income and PIH levels. Income demonstrated a significant association 
with having all four types of insurance.  

a – Likelihood ration (LR) was used for interpretation there were more than 2 x 2 groups, df = degrees of freedom, p = p value (significant 

level) 
* p < 0.05, ** p < 0.01, *** p <0.001 
 

Binary logistic regression analysis was carried out and the following findings were recorded in 

Table 7.84. Those who had an income of $80,001 - $180,000 ($130,000) (OR = 3.915, p = 

0.002) and $180,000 and above (OR = 3.466, p = 0.007) had a significantly higher likelihood 

of obtaining Life insurance (in comparison with the $0 - $18,200 ($9,100) income group, which 

was the constant). However, the $37,001 - $80,000 ($58,500), $80,001 - $180,000 ($130,000) 
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and $180,000 and above groups showed a higher likelihood of having both TPD (OR = 5.353, 

p < 0.001, OR = 19.654, p < 0.001 and OR = 72.333, p < 0.001, respectively) and Trauma 

insurance (OR = 6.994, p < 0.001, OR = 21.015, p < 0.001 and OR = 79.750, p < 0.001, 

respectively) (in comparison with the $0-$18,200 ($9,100) income group, which was the 

constant). Similarly, those three income groups also had a higher likelihood of having IP 

insurance as well (OR = 7.737, p < 0.005, OR = 27.421, p < 0.001 and OR = 203.00, p < 0.001, 

respectively) (in comparison with the $0 - $18,200 ($9,100) income group, which was the 

constant). These findings indicate that having incomes of $80,001 - $180,000 ($130,000) and 

$180,000 and above increase the chance of obtaining Life insurance, while having income of 

$37,001 - $80,000 ($58,500), $80,001 - $180,000 ($130,000) and $180,000 and above 

prompted people to purchase TPD, Trauma and IP insurances. This indicates that having a 

higher income positively correlates with higher purchase of personal insurance policies. 

 
Table 7.84 Binary logistic regression analysis for the relationship between income levels 

and having personal insurance 

Income 

level 

Life insurance TPD insurance Trauma insurance IP insurance 

OR Signif 95 % 

CI 

OR Signif 95 % 

CI 

OR Signif 95 % 

CI 

OR Signif 95 % 

CI 

Consta

nt (n = 

98)                                              

0.2

80** 

.003  0.14

3*** 

 

<.001  0.09

1*** 

 

<.001  0.02

4*** 

 

<.001  

$27,600 

(n=145) 

1.2

78 

.596 .516-

3.162 

1.11

5 

.791 .499-

2.492 

1.26

5 

.632 .483-

3.316 

1.75

0 

.510 .332-

9.235 

$58,500 

(n=305) 

1.7

14 

.244 .693-

4.242 

5.35

3*** 

 

<.001 2.723-

10.52

4 

6.99

4*** 

 

<.001 3.104-

15.75

6 

7.73

7** 

.005 1.832-

32.66

8 

$130,00

0 

(n=226) 

3.9

15** 

.002 1.625-

9.431 

19.6

54**

* 

 

<.001 9.696-

39.84

0 

21.0

15**

* 

 

<.001 9.179-

48.11

0 

27.4

21**

* 

 

<.001 6.558-

114.6

64 

$180,00

0 

(n=35) 

3.4

66** 

.007 1.404-

8.560 

72.3

33**

* 

 

<.001 18.88

4-

277.0

60 

79.7

50**

* 

 

<.001 21.72

2-

292.7

95 

203.

00**

* 

 

<.001 38.79

6-

1062.

36 

Note: This table contains information about the relationship between income and PIH levels. Respondents earning $80,001-$180,000 
($130,000) and $180,001 and above had higher level of PIH for Life, TPD, Trauma and IP.  

OR = Odds ratio, 95% CI = 95 % confidence interval  
* p < 0.05, ** p < 0.01, *** p <0.001 
 
It appeared that income was a major factor in personal insurance purchase, whereby people on 

greater incomes tended to buy higher levels of cover for Life/TPD/Trauma and IP insurance 

policies. This could be explained by the fact that people on higher incomes may have more 

assets and possibly higher liabilities and in order to protect themselves and their families in 

case of unfortunate events taking place, they would purchase higher levels of cover. Also, they 
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may have more available money to afford insurance premiums, even though some personal 

insurance can be purchased within a superannuation fund. 

 
Some overall conclusions for PIH can be drawn by looking at the demographic categories more 

likely to have personal insurance policies. However, it needs to be reminded that the amounts 

of personal insurance held were not an indication of whether respondents were under/over or 

adequately insured, it was merely a statement of the amount of cover held. To make a 

conclusive suggestion that a particular respondent is underinsured, his or her liabilities, net 

assets and the number of dependents must be considered. In a real-life situation, where a 

financial adviser has a discussion with a client, other things could also be added to the desired 

amount of cover, for example leave money for specific needs of dependents, to pay off 

investment property loan. It was found earlier in the chapter that, on average, people were 

overconfident about their insurance knowledge, as their PIC understanding levels were not in 

line with their personal insurance literacy levels. It would be interesting to consider whether 

their PIC adequacy levels were in line with their actual PIH levels. Earlier in the chapter it was 

found that self-employed and full-time workers reported very high levels of PIC adequacy 

score, with self-employed reporting the highest level of PIC adequacy. This was in line with 

their PIH levels, as the main purchasers of Life, TPD, Trauma and IP insurances were full-time 

and self-employed respondents. People who worked in the financial services industry were 

more likely to purchase Life and TPD insurances and for the higher amounts, and these findings 

were in line with their PIC adequacy scores. In terms of Trauma and IP insurances, similar 

conclusions could not be definitively drawn, as it appeared that respondents who worked in the 

financial service industry were a little overconfident about the adequacy of their covers. It was 

found that, on average, respondents who belonged to some religion were more likely to 

purchase Life, TPD, Trauma and IP insurances, compared to those who did not. However, it 

appeared that participants were somewhat overconfident about the adequacy of their cover, 

with their PIC adequacy levels being higher than their PIH levels. Males were found to be more 

likely to have higher levels of all four types of personal insurances, which was in line with their 

PIC adequacy scores. It appeared that the most Life, TPD, Trauma and IP insurances were held 

by the 35-44, 45-54 and 55-64 age groups, which was in line with their PIC adequacy scores. 

In relation to education, it was found that on average, with a few exceptions discussed above 

in this section, respondents with a postgraduate qualification and bachelor degree holders were 

most insured, which was in line with their PIC adequacy scores. High income earners were 

found to be insured more than other income groups, which was in line with their PIC adequacy 

levels. These findings assisted in answering the research questions about which personal 
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characteristics (demographic groups) had more personal insurance and which ones were 

lacking the cover.   

 
The next section will compare PIC, PIL and PIH analyses to see if people with high PIC 

adequacy levels actually had high PIH levels, and if respondents with high PIC understanding 

levels actually possessed high PIL scores.  

 

7.8    Comparison between PIC understanding, PIC adequacy, PIL and PIH 
 
This section compares PIC, PIL and PIH scores for various demographic groups to examine if 

their level of confidence about personal insurance understanding (PIC understanding) was in 

line with their actual personal insurance literacy (PIL) score, and if their confidence about 

having adequate personal insurance coverage (PIC adequacy) was in line with their actual 

purchase of personal insurance policies (PIH). It is important to consider these factors because 

some people could be overconfident about either their understanding of personal insurance or 

believe that they have a sufficient amount of cover, when in reality this may not be the case. 

This false sense of security may lead to negative financial outcomes if the claim is made in the 

future.  

 
Employment status of the respondents 
 
Earlier in the chapter it was discussed that retirees (25.3%) had the highest PIC understanding 

scores (51-56 PIC), followed by self-employed people (22.2%) and casual employees (16.7%). 

Furthermore, the highest PIC adequacy scores (21-28) belonged to self-employed respondents 

(56.7%), followed by retirees (46.3%) and full-time workers (41.9%).   

 
The highest overall PIL score (7) was evident for self-employed individuals (12.2%), followed 

by full-time employees (11.1%). In this case retirees and casual workers had lower scores, 4.2 

percent, and 8.3 percent, respectively. Looking at these numbers, it could be suggested that 

even though retirees had the highest PIC understanding score, they did not have high PIL 

scores. This could mean that they were overconfident about their understanding and knowledge 

of personal insurance products. Casual employees also had high PIC understanding score, 

however only 8.3 percent of them had PIL score of 7, suggesting they were generally 

overconfident about their understanding of personal insurance policies. Self-employed 

respondents had high PIC understanding score, which was in line with high PIL scores. Full-

time workers did not have high PIC understanding scores, however had high actual literacy 

scores, which could suggest they were not very confident. It was further demonstrated that on 



 
288 

average respondents belonging to ‘self-employed’ and ‘full-time employees’ categories had a 

better understanding of personal insurance products.  

 
It was discussed earlier in the chapter that respondents who had the most Life insurance were 

full-time workers (62.7%), followed by self-employed individuals (50.2%). Once again, the 

percentage of casual workers and retirees who had Life insurance was much lower, with 25 

percent and 7.4 percent, respectively. With TPD insurance the purchasing behaviour was very 

similar, with 57.7 percent of full-time workers having TPD insurance, followed by 43.3 percent 

of self-employed respondents. Casual employees and retirees had a lower percentage of TPD 

insurance purchase, with 8.3 percent and 4.3 percent, respectively. Trauma insurance was taken 

out by 32.1 percent of self-employed, followed by 18.3 percent of full-time workers. Casual 

workers and retirees had a very low uptake of Trauma insurance, with 8.3 percent and 3.3 

percent, respectively. IP insurance was purchased by 37.8 percent of self-employed people, 

followed by 30.2 percent of full-time employees. Once again, casual workers and retirees had 

low level of IP cover, with 8.3 percent and 2.1 percent, respectively. These numbers suggest 

that PIC adequacy was very high for retirees, however, the actual level of personal insurance 

purchase was very low, suggesting that retired individuals were overconfident about the 

adequacy of the personal insurance policies they had in place. Casual employees’ PIC adequacy 

score was not rated high, which matched their PIH percentages, suggesting that on average 

they were well aware of their actual insurance levels. Self-employed individuals had high PIC 

adequacy scores, which was in line with their high PIH across all four personal insurance types. 

Full-time employees did have a considerably high PIC adequacy score coupled with holding 

various types of personal insurance products.   

 
Worked/did not work in the financial services industry 
 
It was identified that 42.6 percent of respondents who worked in the financial services industry 

had PIC understanding score between 51-56, compared to 10.1 percent of those who did not 

work in the industry. PIC adequacy scores between 21-28 were seen for 51.5 percent of 

respondents who worked in the financial services industry and 37.4 percent of those who did 

not.  

 
The actual level of literacy was tested, and it was found that 27.7 percent of those who worked 

in the industry had the highest PIL score of 7, compared to 5.5 percent of those who did not. It 

could be suggested that on average people in both groups were slightly overconfident about 

their knowledge of personal insurance. It was also evident that people who worked in the 
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financial services industry were providing correct answers to PIL questions more frequently 

than those who did not.    

 
As was discussed earlier in the chapter, 50.7 percent of respondents who worked in the industry 

had some amount of Life insurance, compared to 38.5 percent of those who did not. The 

percentage of people who worked in the industry and had some TPD insurance was 43.6 

percent, compared to 33.4 percent of those who did not work in the financial services industry. 

The purchasing rate of Trauma insurance was low for both groups, 24.8 percent for those who 

worked in the industry and 12.3 for those who did not. IP insurance was purchased by 29.7 

percent of those who worked in the financial services industry and by 18 percent of those who 

did not. These numbers could suggest that both groups were overconfident in believing that 

they had adequate coverage, where the actual percentage of people who had personal insurance 

was on average lower than the percentage of respondents who had high PIC adequacy scores.   

  
Religion of the respondents 
 
As it was discussed earlier in the chapter, the respondents with the highest PIC understanding 

scores were those who practised a religion, but did not specify which one (50%), followed by 

the participants who did not have a religion (16.8%) and those who did not provide an answer 

to the question about their religion (14.3%). The highest PIC adequacy scores were evident for 

those who had a religion, but did not specify which one (50%) and Muslims (50%), followed 

by those who did not provide an answer to the religion question (42.9%) and Christians 

(42.7%).  

 
PIL scores of seven were evident for those who did not provide an answer whether they 

belonged to any religion or not (14.3%), followed by Muslims (13.2%) and Hindus (11.8%). 

These numbers could suggest that people who did not provide an answer to the religion 

question were very much aware of their level of understanding, as their PIC understanding and 

actual literacy levels were the same (14.3%). People who followed a religion, but did not 

specify which one, were overconfident, as they had the highest PIC understanding score, but 

at the same time had a low PIL score (7.7%). Buddhists and Muslims had low level of 

confidence (0% and 2.6%, respectively), however were seen to have high (compared to other 

groups) PIL scores (11.8% and 13.2%, respectively). It was evident that, on average, religious 

views did not greatly affect respondents’ PIL levels.  

 
Respondents who had high PIH percentages for Life and TPD insurances were people 

following Judaism (76.6% and 76.6%, respectively), Hinduism (64.8% and 64.8%, 
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respectively) and Islam (60.5% and 58%, respectively). The highest percentage of uptake of 

Trauma insurance was evident for Muslims (26.2%), followed by Jews (23.6%) and Hindus 

(23.6%). The main purchasers of IP insurance were Jewish people (41.1%), followed by Hindus 

(35.2%) and Muslims (34.2%). These numbers suggest that respondents who did not provide 

an answer about their religious views and those who followed a religion, but did not specify 

which one, were overconfident, because of their high PIC adequacy scores (42.9% and 50%, 

respectively), but fairly low actual personal insurance purchase (27.3% and 30.6%, respectively 

for Life insurance, 27.3% and 22.9%, respectively for TPD insurance, 18.2% and 15.3%, 

respectively for Trauma insurance and 27.3% and 15.4%, respectively for IP insurance). Fifty 

percent of Muslim respondents thought they had an adequate personal insurance coverage and 

in reality, it was evident that many of them held various personal insurance policies. The 

respondents following Hinduism and Judaism had the same PIC adequacy scores (41.2%) and 

these percentages were largely in line with their actual personal insurance purchase rates.  

 
Gender of the respondents   
 
The highest PIC understanding scores were similar for both males and females (15.3% and 

13.1%, respectively). In contrast, the highest PIC adequacy scores were higher for males 

(46.4%) compared to females (32.4%).  

 
The highest PIL score of 7 was more evident for males (9.9%) than for females (6.7%), which 

was fairly in line with the PIC understanding scores.  Males, on average, provided more correct 

answers than females, but the difference was not statistically significant.  

 
PIH analyses indicated that males purchased more Life, TPD, Trauma and IP insurances 

compared to females (49% and 31%, respectively; 44.3% and 25.2%, respectively; 18.4% and 

9.2%, respectively; 27.5% and 11.7%, respectively). Comparing these percentages with PIC 

adequacy, it could be suggested that males and females were a little overconfident about 

believing they had an adequate coverage, especially for Trauma and IP insurance types.  

 
Age of the respondents  
 
The highest PIC understanding scores were seen for those above 65 years of age (22.5%) and 

the 55-64 age group (19.4%), followed by the 25-34 age group (15.5%). The highest PIC 

adequacy scores were evident for the 45-54 age group (51.2%) and those who were 65 years 

of age and above (45.1%), following by the 35-44 age group (44.8%).   

 
The age groups who had the highest PIL score of 7 were the 45-54 age group (11.6%), the 35-

44 age group (10.5%), followed by the 55-64 age group and very closely by the 25-34 age 
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group (8.9% and 8.6%, respectively). From this analysis it could be suggested that respondents 

who had the highest PIC understanding scores did not have the highest PIL scores, an example 

would be participants aged 65 and above. The same overconfidence was seen when various 

employment groups were analysed earlier on, with retirees having high PIC understanding 

score, which were not in line with PIL scores. It is interesting to note that two age groups with 

the highest PIL score did not have high PIC understanding scores, which could suggest that 

they did not have high confidence levels about their knowledge. Respondents possessing high 

PIL scores were between ages 25-64. 

  
The highest PIH for Life and TPD insurances were evident for the 35-44 age group (60.3% and 

55.8%, respectively), followed by the 45-54 age group (56.7% and 49.7%, respectively) and 

the 55-64 age groups (47.6% and 34.7%, respectively). The highest PIH percentages for 

Trauma and IP insurances were seen for the 45-54 age group (28.1% and 31.8%, respectively), 

followed by the 35-44 age group (21.1% and 30.9%, respectively) and the 55-64 age group 

(16.9% and 21.8%, respectively). Respondents who were over the age of 65 had high PIC 

adequacy scores, however held very low amounts of personal insurance policies.  

 
Education level of the respondents 
 
The highest PIC understanding scores were seen for postgraduate degree holders (22.3%) and 

bachelor degree holders (15.2%), followed by Year 10 school graduates (13.9%). The highest 

PIC adequacy scores were evident for postgraduate degree holders (49%), followed by bachelor 

degree holders (46.3%) and TAFE graduates (37.6%).  

 
The highest level of PIL was seen for postgraduates (16.6%), followed by bachelor degree 

graduates (8.9%) and Year 10 graduates (5.6%). This was in line with PIC understanding 

scores. The highest PIL scores were seen for postgraduate degree holders and bachelor degree 

holders.   

 
PIH percentages for Life and TPD insurances were 50.4 and 42.6 percent, respectively for 

bachelor degree holders, 49 and 42.1 percent, respectively for postgraduate degree holders and 

32.7 and 29.1 percent, respectively of TAFE graduates. For Trauma insurance the purchase 

rate was a little different, with postgraduates holding higher levels of cover (27.5%) than 

bachelor degree holders (13.8%), followed by 12.1 percent of TAFE graduates. For IP 

insurance the education groups having most cover were postgraduate degree holders (34.4%), 

bachelor degree holders (21.9%) and Year 10 graduates (13.9%). PIH percentages are largely 

in line with PIC adequacy scores, with the exception of IP insurance, where only 8.5 percent 
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of TAFE graduates held that cover. This can suggest that people who thought they were 

adequately insured, had some type of insurance, however it does not necessarily mean that they 

were adequately insured.    

 
Income level of the respondents 
 
The highest levels of PIC understanding belonged to those who earned income of more than 

$180,000 per annum (28.6%), followed by those whose income was between $80,001 - 

$180,000 (17.3%). The highest PIC adequacy scores were seen for those who earned more than 

$180,000 (80%), followed by bachelor degree holders (54%).  

 
The highest PIL score of seven was evident for those earning income of above $180,000 per 

annum (37.1%) and those earning between $80,001 - $180,000 (9.3%). This is in line with PIC 

understanding scores. On average, respondents earning higher income tended to have higher 

levels of personal insurance literacy.  

 
The PIH percentages indicate that the respondents with the most personal insurance policies 

purchased were the ones earning more than $180,000 per annum, with 88.6 percent for Life 

insurance, 82.9 percent for TPD insurance, 68.7 percent for Trauma insurance and 82.9 percent 

for IP insurance, and those earning between $80,001 - $180,000 per annum, with 64.9 percent 

for Life insurance, 57.1 percent for TPD insurance, 22.9 percent for Trauma insurance and 35.4 

percent for IP insurance. As with PIL scores, PIH percentages are very much in line with PIC 

adequacy scores, with people who think they have adequate personal insurance policies 

actually have the highest levels purchased. Overall, it can be suggested that the higher income 

respondents earned, the higher level of personal insurance coverage they held.  

 
The above findings showed which demographic groups were overconfident about their PIC 

literacy and PIC understanding, adding important information to the current pool of academic 

literature about personal insurance. 

 
Mann Whitney U test was also conducted to get a further understanding. A Mann Whitney U 

test was applied to find any association between having different types of insurance with PIC 

understanding score, PIC adequacy score and PIL score. 

 

 

 

 



 
293 

Table 7.85 Mann Whitney U test analysis for the relationship between having insurance 

with PIC understanding score, PIC adequacy score and PIL score 

Score  Life insurance TPD insurance Trauma insurance IP insurance 

Have 

(m. 

rank) 

Not 

have 

(m. 

rank) 

Signif 

(MW 

value, 

p) 

Have 

(m. 

rank) 

Not 

have 

(m. 

rank) 

Signif 

(MW 

value, 

p) 

Have 

(m. 

rank) 

Not 

have 

(m. 

rank) 

Signif 

(MW 

value, 

p) 

Have 

(m. 

rank) 

Not 

have 

(m. 

rank) 

Signif 

(MW 

value, 

p) 

PIC 

underst

anding 

score 

420.9

4 

312.3

5 

44916

.000**

* 

 

396.9

9 

322.2

2 

46623.

000*** 

 

 

501.6

5 

337.9

3 

18687

.000**

* 

 

478.4

6 

324.8

1 

25047.5

00*** 

 

PIC 

adequa

cy score 

451.9

1 

287.2

2 

34913

.000**

* 

 

447.5

9 

288.7

3 

32455.

000*** 

 

561.0

5 

327.2

0 

12094

.000**

* 

 

528.6

0 

310.7

3 

17176.0

00*** 

 

PIL 

score 

421.6

8 

311.7

5 

44676

.000**

* 

 

409.5

0 

313.9

4 

43120.

000*** 

 

570.7

6 

325.4

4 

11015

.500**

* 

 

522.9

1 

312.3

2 

18068.5

00*** 

 

Note: This table contains information about the relationship between PIH and PIC understanding score, PIC adequacy score and PIL score. 
Having Life, TPD, Trauma and IP insurance was significantly associated with higher PIC understanding and higher PIC adequacy scores. 
* p < 0.05, ** p < 0.01, *** p <0.001 

 
Having Life insurance was significantly associated with higher PIC understanding score (MW 

test value = 44916.000, p < 0.001), higher PIC adequacy score (MW test value = 34913.000, p 

< 0.001) and higher PIL score (MW test value = 44676.000, p < 0.001). Similarly, having TPD 

insurance was also significantly associated with higher PIC understanding score (MW test 

value = 46623.000, p < 0.001), higher PIC adequacy score (MW test value = 32455.000, p < 

0.001) and higher PIL score (MW test value = 43120.000, p < 0.001). Those who had Trauma 

insurance also reported significantly higher PIC understanding score (MW test value = 

18687.000, p < 0.001), higher PIC adequacy score (MW test value = 12094.000, p < 0.001) 

and higher PIL score (MW test value = 11015.500, p < 0.001). Having IP insurance was also 

significantly associated with higher PIC understanding score (MW test value = 25047.500, p < 

0.001), higher PIC adequacy score (MW test value = 17176.000, p < 0.001) and higher PIL 

score (MW test value = 18068.500, p < 0.001).  

 
To explain the above findings, it is apparent that higher levels of PIC understanding, PIC 

adequacy and PIL are associated with purchasing four types of personal insurance policies. The 

influence of financial illiteracy on the propensity to seek and retain insurance is marked in 

many studies (Driver et al., 2018). Tennyson (2011) reported that there is a positive correlation 

between insurance literacy and purchasing of insurance products, because with a higher literacy 
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level people potentially become more aware of their individual insurance needs and the benefits 

of having adequate personal insurance. Both financial and insurance literacies can make a 

significant influence on consumers’ financial decision-making in relation to retirement saving, 

investment, borrowing and the management of debt and insurance (Driver et al., 2018). Even 

though higher PIL scores were associated with purchasing all four insurance types, obtaining 

Trauma insurance was associated with the highest mean rank value, while TPD insurance 

reported the lowest mean rank value. 

  
In conclusion, it appears that on average retirees were overconfident about their level of 

understanding and the level of adequate personal insurance they held. Self-employed 

individuals were confident about their level of understanding and adequacy of personal 

insurance policies they held, with both scores being in line with their actual level of knowledge 

and personal insurance held. Full-time workers appeared to be underconfident about their level 

of understanding, as their actual level of knowledge was high, however were confident about 

the adequacy of their personal insurance coverage, which was in line with their actual personal 

insurance held. Casual employees were found to be overconfident about their levels of 

understanding, however had a considerably low confidence level about holding adequate 

personal insurance coverage, which was in line with their personal insurance held scores.  

 
On average, people who worked in the financial services industry and those who did not were 

slightly overconfident about their understanding levels. It was also evident that people who 

worked in the financial industry were providing correct answers to PIL questions more 

frequently than those who did not. In relation to their confidence about holding adequate 

amount of personal insurance, it could be concluded that both groups were overconfident, as 

their actual personal insurance held levels did not match the confidence levels. 

 
It could be concluded that the respondents who did not provide an answer to the religion 

question were fully aware of their level of understanding, which matched their actual level of 

literacy, however, were overconfident about holding adequate amounts of personal insurance. 

People who followed a religion, but did not specify which one, were overconfident about their 

level of understanding and the adequacy of their personal insurance policies. Buddhists and 

Muslims were largely underconfident about their level of understanding, however, were 

confident that they held adequate amounts of cover, which was in line with the actual personal 

insurance held. Hindus and Jews were confident about holding adequate personal insurance, 

which was in line with the coverage held. Overall, it appears that if people did follow a religion, 
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they were more likely to take out personal insurance policy/policies compared to those who 

did not practise any religion.  

 
The actual literacy levels for males and females were in line with their understanding 

confidence levels. Comparing the actual personal insurance held levels with their adequacy 

confidence levels, it could be suggested that males and females were a little overconfident 

about believing they had an adequate coverage, especially for Trauma and IP insurances.  

 
Respondents aged 65 and above were overconfident about their level of understanding and 

level of adequate coverage, as their actual levels of personal insurance literacy and personal 

insurance held were low. The 35-44; 45-54 and 55-64 age groups were generally 

underconfident about their level of understanding but had the highest levels of literacy in 

relation to personal insurance products. The 35-44 and 45-54 age groups showed high levels 

of confidence about having adequate coverage, which was largely in line with their actual 

personal insurance held.  

 
The highest PIC understanding scores were evident for postgraduate degree holders and 

bachelor degree holders and were in line with their PIL scores. PIH percentages were largely 

in line with PIC adequacy scores, where postgraduate degree holders and bachelor degree 

holders had the highest PIC adequacy scores and highest levels of PIH.  

 
The highest PIL scores were evident for those earning income of above $180,000 per annum 

and those earning between $80,001 - $180,000 and were in line with their PIC understanding 

scores. Similarly, PIH levels were very much in line with PIC adequacy scores. The fact that 

people on higher income took out more personal insurance was also evident in the survey 

conducted by TAL, where it was found that people who were on a salary of above $90,000 

were more likely to purchase Life, TPD, IP and Trauma insurances (TAL, 2015).  

 
In the next section, statistical analyses will be carried out to ascertain which demographic 

groups had significant associations with Personal Insurance Need (PIN) and Personal Insurance 

Shortfall (PIS) for Life insurance, TPD insurance, Trauma insurance and IP insurance. Further 

on, the section will consider each respondent and provide the analyses as to what percentage 

of respondents were overinsured, underinsured or adequately insured, taking into account their 

PIN and PIH levels. This information will assist in understanding if the underinsurance 

problem is indeed as significant as identified by the insurance industry and pointed out by 

informed participants during the interviews.  
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7.9    Analyses under Personal Insurance Need (PIN) and Personal Insurance 
Shortfall (PIS) and individual description of PIS results 
 
The first part of this section will examine statistical analyses for each demographic group and 

ascertain its association with PIN and PIS for Life insurance, TPD insurance, Trauma insurance 

and IP insurance. The second part of this section will examine PIS levels for each individual 

respondent and provide an overall conclusion as to the percentages of respondents who were 

adequately insured, overinsured or underinsured.  

 
The following calculations and assumptions were based on industry recommended practices. 

Statistical analyses will consider minimum PIN. Minimum PIN amounts for Life and TPD 

insurances were calculated by taking into account net assets. The reason why calculations were 

based on net assets is because net assets impact the Life and TPD amounts because the higher 

the net assets someone has, the more they can self-insure and the less insurance they need in 

the scenario of death or permanent disability. Maximum PIN amounts for Life and TPD 

insurances, in addition to minimum requirements, also took into account the number of 

dependents each respondent had (plus themselves) multiplied by ten years’ worth of yearly 

income for each dependent. For example, if a person had two dependents and themselves (three 

in total), then yearly gross income was multiplied by 30 years. The reason why minimum PIN 

was used for statistical analyses below was because for most people it would be financially 

impossible to satisfy the maximum requirements for Life and TPD insurances due to high 

premiums. If respondents are found to be underinsured with respect to minimum requirements 

for Life and TPD insurance, then they may be in a situation where they would struggle to make 

loan repayments in case some unfortunate events were to take place, making the person unable 

to work for a prolonged period of time. For IP insurance the minimum amount needed was 

calculated at a rate of 75 percent of yearly gross income. For example, if their income was 

$58,500, then $43,875 IP insurance was needed. For Trauma insurance the amount needed was 

assumed to be $200,000, which is the minimum amount needed to cover medical bills 

associated with trauma conditions. All the above assumptions and calculations were based on 

industry standards. Yearly income of respondents was calculated on average basis. For 

example: if the person indicated that what they earned was in a particular tax bracket, then it 

was assumed that the income was:  

• ($0+$19,200)/2=$9,100 

• ($18,200+$37,000)/2=$27,600 

• ($80,000+$37,000)/2=$58,500 
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• ($80,000+$180,000)/2=$130,000 

 
People earning above $180,000 per annum were assumed to earn $180,000 for ease of 

calculation. Of course, the actual amount for this category could be much higher.  

 

7.9.1    Personal Insurance Need (PIN) under minimum requirements 
 
A Kruskall Walis test and Mann Whitney test were used as normality assumption was violated 

for the data (significance of KS test was <0.05). When there were two categories Mann 

Whitney test was applied as it is the non-parametric counterpart of independent samples t-test. 

The non-parametric counterpart of one-way ANOVA, Kruskall Walis test was used when there 

were more than two categories.  

 
Employment status of the respondents 
 
Table 7.86 demonstrates that occupation showed a significant association with minimum PIN 

for Life insurance (KW test value = 123.885, p < 0.001). Retired category reported the highest 

minimum PIN value (mean rank = 507.74), while students reported the lowest minimum PIN 

value (mean rank = 118.68). These results indicate that retired respondents had a higher need 

for personal insurance compared to students, who had the lowest PIN value, meaning that they 

had less need for personal insurance policies. Occupation also showed a significant association 

with minimum PIN for TPD insurance (KW test value = 124.018, p < 0.001) and similar pattern 

of association was noted with the different categories. Retired category reported the highest 

minimum PIN value (mean rank = 507.78), while students reported the lowest minimum PIN 

value (mean rank = 118.04), meaning that retired individuals needed more personal insurance 

coverage than students. 

 
Similarly, occupation was significantly related with minimum PIN for IP insurance (KW test 

value = 350.126, p < 0.001). PIN for IP insurance was calculated based on covering 75 percent 

of the respondents’ income. This means that higher income resulted in higher PIN amount, and 

lower income attracted lower need for IP insurance. In this case it can be observed that the 

highest minimum PIN was recorded for full-time workers (mean rank = 539.66), which meant 

that they had the highest need to IP insurance based on their, on average, higher incomes. The 

lowest PIN values were recorded for students, because on average students receive low income 

or no income.93 No association was noted between occupation and minimum PIN for Trauma 

insurance (KW test value = 0.000, p = 1.000), which suggests that all occupation categories 

 
93 This explanation will apply to further discussions in relation to other demographic groups, because as already stated, minimum PIN 

requirement for IP insurance was calculated based on respondents’ income, and the higher the income was, the higher the need for IP insurance 
was, and the lower the income was, the lower need for IP insurance was recorded. 
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had the same minimum PIN for Trauma insurance. Trauma insurance was suggested as an 

industry average to be the same amount for all respondents, across all demographic groups: 

$200,000. This amount may not be adequate for all respondents; however, some amount of 

coverage is better than no cover at all and due to its expensive nature, a higher amount was not 

recommended. 

 
Table 7.86 Kruskall Walis test analysis for the relationship between employment status 

and minimum PIN values   

Employment  Life insurance TPD insurance IP insurance Trauma insurance 

Mean 

rank 

Significance Mean 

rank 

Significance Mean 

rank 

Significance Mean 

rank 

Significance 

Full time  

(n=341) 

394.86 KW test = 

123.885*** 

df = 7 

 

394.83 KW test = 

124.018*** 

df = 7 

 

539.6

6 

KW test = 

350.126*** 

df = 7 

 

406.0

0 

KW test = 

0.000 

df = 7 

 

  

Part time  

(n=189) 

288.90 288.96 304.3

8 

406.0

0 

Casual        

(n=12) 

343.00 343.08 306.7

5 

406.0

0 

Self 

Employed 

(n=90) 

475.46 475.51 510.8

5 

406.0

0 

Homemaker 

(n=33) 

342.92 343.05 103.6

4 

406.0

0 

Unemployed 

(n=26) 

246.59 246.77 168.1

2 

406.0

0 

Retired         

(n=95) 

507.74 507.78 289.5

4 

406.0

0 

Student        

(n=26) 

118.68 118.04 86.13 406.0

0 

Note: This table contains information about the relationship between occupation and minimum PIN values. For Life and TPD insurance, 

retirees had the highest PIN level. For IP insurance, full-time employees had the highest PIN level. For Trauma insurance, everyone was 

recommended to have cover of $200,000. 
 * p < 0.05, ** p < 0.01, *** p <0.001 

 

Worked/did not work in the financial services industry 

 
According to a Mann Whitney test, in comparison with those who did not work in the financial 

services industry, those who did work reported a higher level of minimum PIN values for Life 

insurance and TPD insurance (MW U test value = 24326.500, p = 0.017 and MW U test value 

= 24324.500, p = 0.017, respectively). However, minimum PIN values for IP insurance and 

Trauma insurance did not show any associations (MW U test value = 34433.000, p = 0.845 and 

MW U test value = 35905.500, p = 1.000, respectively). It appears that those working in the 

financial services industry had higher need for Life, TPD and IP insurances. As discussed 

earlier, Trauma insurance need was the same for all participants, as was reflected in the Mann 

Whitney test. 
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Table 7.87 Mann Whitney test analysis for the relationship between worked/did not work 

in the financial services industry and minimum PIN values 

Worked

/Did not 

work 

Life insurance TPD insurance IP insurance Trauma insurance 

Mean 

rank 

Significance Mean 

rank 

Significance Mean 

rank 

Significance Mean 

rank 

Significan

ce 

Did not 

work 

(n=712) 

368.69 MW U test =  

24326.500* 

 

 

368.69 MW U test  =  

24324.500* 

 

 

404.43 MW U test =  

34433.000 

 

406.50 MW U 

test =  

35905.500 

 Worked 

(n=101) 

427.39 427.41 409.14 406.50 

Note: This table contains information about the relationship between working in the financial services industry and minimum PIN values. 

Those who worked in the industry had higher PIN levels for Life, TPD and IP insurances. For Trauma insurance, everybody had the same PIN 
values.  
* p < 0.05, ** p < 0.01, *** p <0.001 

 

Religion of the respondents 
 
Table 7.88 Kruskall Walis test analysis for the relationship between religion and 

minimum PIN values  

Religion   Life insurance TPD insurance IP insurance Trauma insurance 

Mean rank Signific

ance 

Mean rank Signific

ance 

Mean rank Signific

ance 

Mean rank Signific

ance 

Buddhis

m  (n=9) 

299.83 KW test 

= 

17.193* 

df = 8 

 

299.83 KW test 

= 

17.141* 

df = 8 

 

493.67 KW test 

= 

35.195**

* 

df = 8 

 

408.50 KW test 

=  0.000 

df = 8 

 

Christian

ity    

(n=300) 

403.41 403.44 410.16 408.50 

Hinduism 

(n=17) 

371.41 371.47 514.15 408.50 

Islam   

(n=38) 

408.39 408.42 533.67 408.50 

Judaism 

(n=17) 

403.06 403.24 565.35 408.50 

No 

answer 

(n=11) 

609.00 609.00 528.75 408.50 

No 

religion 

(n=393) 

346.56 346.62 379.06 408.50 

Other     

(n=6) 

381.88 381.88 327.67 408.50 

Yes, but 

did not 

specify 

(n=26) 

403.95 402.24 356.96 408.50 

Note: This table contains information about the relationship between religion and minimum PIN values. For Life and TPD insurances, ‘No 

answer’ had the highest PIN levels. For IP insurance, ‘Judaism’ had the highest level of PIN. For Trauma insurance, all respondents had the 

same amount of PIN.  
* p < 0.05, ** p < 0.01, *** p <0.001 
 

Religion showed a significant association with minimum PIN for Life insurance (KW test value 

= 17.193, p = 0.028). The highest minimum PIN was recorded for respondents who did not 

provide an answer about their religious beliefs, meaning that they were in the highest need of 

personal insurance. Religion also showed a significant association with minimum PIN for TPD 

insurance (KW test value = 17.141, p = 0.029). As for Life insurance, the highest minimum 
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PIN was recorded for respondents who did not provide an answer about their religious beliefs, 

meaning that they were in the highest need of personal insurance. 

 
Similarly, religion was significantly related with minimum PIN for IP insurance (KW test value 

= 35.195, p < 0.001). The highest minimum PIN was recorded for respondents practising 

Judaism, suggesting that they earned higher levels of income (which needed higher level of IP 

insurance to protect it) compared to other religious groups. However, no association was noted 

between religion and minimum PIN for Trauma insurance (KW test value = 0.000, p = 1.000). 

Trauma insurance need was the same for all participants, as was reflected in the Mann Whitney 

test. 

 
Gender of the respondents  
 
In comparison with females, males reported a higher level of minimum PIN values for Life 

insurance, TPD insurance and IP insurance (mean rank = 407.32 for males and mean rank = 

343.95 for females; mean rank = 407.29 for males and mean rank = 343.97 for females; mean 

rank = 475.07 for males and mean rank = 339.31 for females) meaning that they needed more 

personal insurances and, on average, earned higher levels of income compared to females. 

 
PIN values for Trauma insurance did not show any associations (MW U test value = 82110.000, 

p = 1.000). As discussed earlier, all participants were recommended to have the same amount 

of Trauma insurance. 

 
Table 7.89 Mann Whitney test analysis for the relationship between gender and minimum 

PIN values 

Gender  Life insurance TPD insurance IP insurance Trauma insurance 

Mean 

rank 

Significance Mean 

rank 

Significance Mean 

rank 

Significance Mean 

rank 

Significance 

Male 

(n=392) 

407.3

2 

MW U test = 

58235.500*** 

 

 

407.29 MW U test = 

58245.000*** 

 

 

475.07 MW U test = 

54100.500*** 

 

 

406.00 MW U test = 

82110.000 

 Female 

(n=420) 

343.9

5 

343.97 339.31 406.00 

Note: This table contains information about the relationship between gender and PIN values. Males had higher PIN values for Life, TPD and 
IP insurances. For Trauma insurance PIN was the same for all respondents.   
* p < 0.05, ** p < 0.01, *** p <0.001 

 

Age of the respondents 
 
Age group showed a significant association with minimum PIN for Life insurance (KW test 

value = 278.187, p < 0.001) and TPD insurance (KW test value = 278.266, p < 0.001). 

Respondents aged 65 and above reported the highest minimum PIN for both Life insurance and 

TPD insurance (mean rank = 512.78, 512.81, respectively), while the youngest age group had 

shown the lowest minimum PIN for both (mean rank = 123.28, 123.36, respectively). This 



 
301 

means that people aged 65 and above had a higher need for Life and TPD insurances, while 

those aged 18-24 had the lowest need for Life and TPD insurances.  

 
Similarly, age category was significantly related with PIN for IP insurance (KW test value = 

138.014, p < 0.001). The highest PIN under IP insurance (mean rank = 512.27) was reported 

among the 35-44 age group, which suggests that this age group earned higher levels of income 

compared to other age categories. No association was noted between age groups and minimum 

PIN for Trauma insurance (KW test value = 0.000, p = 1.000). As stated before, all respondents 

were recorded to have the same PIN for Trauma insurance, which was reflected in Kruskall 

Walis test.   

 
Table 7.90 Kruskall Walis test analysis for the relationship between age groups and 

minimum PIN values   

Age 

group  

Life insurance TPD insurance IP insurance Trauma insurance 

Mean 

rank 

Significance Mean 

rank 

Significance Mean 

rank 

Significance Mean 

rank 

Significance 

18-24 

(n=103) 

123.28 KW test = 

278.187*** 

df = 5 

 

123.36 KW test = 

278.266*** 

df = 5 

 

 

212.21 KW test = 

138.014*** 

df = 5 

 

406.5

0 

KW test = 

0.000 

df = 5 

 

25-34 

(n=174) 

268.80 268.64 402.60 406.5

0 

35-44 

(n=181) 

395.68 395.72 512.27 406.5

0 

45-54 

(n=129) 

493.58 493.61 460.17 406.5

0 

55-64 

(n=124) 

487.95 487.99 417.00 406.5

0 

65 and 

above 

(n=102) 

512.78 512.81 327.63 406.5

0 

Note: This table contains information about the relationship between age group and PIN values. Respondents aged 65 and above had the 

highest PIN values for Life and TPD insurances. For IP insurance, the highest PIN value was for the 35-44 age group. For Trauma insurance, 

everyone had the same amount recommended.    
* p < 0.05, ** p < 0.01, *** p <0.001 

 

Education level of the respondents 

 
Education level showed a significant association with minimum PIN for Life insurance (KW 

test value = 83.661, p < 0.001). The group with the highest need for Life insurance was 

postgraduate degree holders (mean rank = 459.08), while Year 12 graduates were recorded to 

have the lowest need for Life insurance (mean rank = 260.71). Education level also showed a 

significant association with minimum PIN for TPD insurance (KW test value = 127.935, p < 

0.001). As for Life insurance, the group with the highest need for TPD insurance was 

postgraduate degree holders (mean rank = 459.14), while Year 12 graduates were recorded to 

have the lowest need for TPD insurance (mean rank = 260.76). 
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Similarly, education level was significantly related with minimum PIN for IP insurance (KW 

test value = 71.597, p < 0.001), with postgraduates having the highest need for this insurance 

(mean rank = 520.16), suggesting that they earned higher income compared to other education 

groups. No association was noted between education level and minimum PIN for Trauma 

insurance (KW test value = 0.000, p = 1.000). The same minimum amount of Trauma insurance 

was recommended for all respondents.   

 
Table 7.91 Kruskall Walis test analysis for the relationship between education levels and 

minimum PIN values  

Education level Life insurance TPD insurance IP insurance Trauma insurance 

Mean 

rank 

Significan

ce 

Mean 

rank 

Significan

ce 

Mean 

rank 

Significan

ce 

Mean 

rank 

Significan

ce 

Year 10   

(n=36) 

297.63 KW test = 

83.661*** 

df = 4 

 

 

297.75 KW test = 

127.935*** 

df = 4 

 

 

289.31 KW test = 

71.597*** 

df = 4 

 

 

404.50 KW test = 

0.000 

df = 4 

 

Year 12 

(n=181) 

260.71 260.76 290.75 404.50 

TAFE     

(n=165) 

372.14 372.19 344.60 404.50 

Bachelor 

degree   

(n=270) 

416.80 416.68 461.20 404.50 

Postgraduate 

(n=157) 

459.08 459.14 520.16 404.50 

Note: This table contains information about the relationship between education and PIN values. Postgraduate respondents had the highest PIN 

values for Life, TPD and IP insurance. For Trauma insurance all respondents had the same amount of PIN.   
* p < 0.05, ** p < 0.01, *** p <0.001 

 

Income level of the respondents 
 
Income group showed a significant association with minimum PIN for Life insurance (KW test 

value = 157.811, p < 0.001). Income group also showed a significant association with minimum 

PIN for TPD insurance (KW test value = 157.229, p < 0.001). Similarly, income group was 

significantly related with minimum PIN for IP insurance (KW test value = 807.072, p < 0.001). 

It can be seen from these findings that respondents with the highest need for Life, TPD and IP 

insurances were those earning $180,000 and above (mean rank = 629.23; 629.29; and 791.50, 

respectively). The respondents with the lowest need for Life, TPD and IP insurances were on 

the lowest income levels (mean rank = 253.01; 252.98; and 49.50, respectively). As before, no 

association was noted between income group and minimum PIN for Trauma insurance (KW 

test value = 0.000, p = 1.000), because the same amount of Trauma insurance was 

recommended for all participants. 
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Table 7.92 Kruskall Walis test analysis for the relationship between income levels and 

minimum PIN values   

Income 

level  

Life insurance TPD insurance IP insurance Trauma insurance 

Mean 

rank 

Significance Mean 

rank 

Significance Mean 

rank 

Significance Mean 

rank 

Significance 

$9,100 

(n=98) 

253.01 KW test = 

157.811*** 

df = 4 

 

252.9

8 

KW test = 

157.729*** 

df = 4 

 

49.50 KW test = 

807.072*** 

df = 4 

 

405.0

0 

KW test = 0.000 

df = 4 

 $27,600 

(n=145) 

294.05 294.1

1 

171.0

0 

405.0

0 

$58,500 

(n=305) 

343.05 343.0

9 

396.0

0 

405.0

0 

$130,00

0 

(n=226) 

487.63 487.5

5 

661.0

0 

405.0

0 

$180,00

0 (n=35) 

629.23 629.2

9 

791.5

0 

405.0

0 

Note: This table contains information about the relationship between income and PIN values. The highest PIN values under Life, TPD and IP 

insurances were evident for those earnings $180,000 and above. All respondents had the same need for Trauma insurance.  
* p < 0.05, ** p < 0.01, *** p <0.001 
 
It could be concluded that respondents who appeared to have the highest PIN levels were those 

who held higher levels of insurance, with some exceptions. Participants who reported to have 

the highest need for IP insurance were those on higher levels of income. The amount 

recommended under Trauma insurance was the same for all participants, across all 

demographic groups, so everyone reported the same minimum PIN under this insurance type.  

 

7.9.2    Personal Insurance Shortfall (PIS) under minimum requirements  
 
Kruskall Walis test and Mann Whitney test were used as normality assumption was violated 

for the data (significance of KS test was <0.05). When there were two categories Mann 

Whitney test was applied as it is the non-parametric counterpart of independent samples t-test. 

The non-parametric counterpart of one-way ANOVA, Kruskall Walis test was used when there 

were more than two categories. 

 
Employment status of the respondents  
 
According to Kruskall Walis test, occupation demonstrated a significant association with 

minimum PIS for Life insurance (KW test value = 109.069, p < 0.001). Occupation also showed 

a significant association with minimum PIS for TPD insurance (KW test value = 124.018, p < 

0.001). These results indicate that retired respondents had the highest levels of shortfall under 

minimum requirements for Life and TPD insurances (mean rank = 553.37 and mean rank = 

525.62, respectively), which is not surprising, because they had the highest levels of minimum 

PIN for those insurance types and were found to be poorly insured according to PIH analyses. 

Students were reported to have the lowest level of personal insurance shortfall, which is in line 
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with their PIN levels. It does not mean that students were insured adequately, it simply means 

that their personal insurance shortfall was lower compared to other occupation groups.  

 
Similarly, occupation was significantly related with minimum PIS for IP insurance (KW test 

value = 124.018, p < 0.001). The highest shortfall for IP insurance was reported for full-time 

workers (mean rank = 391.18), which was in line with their PIN levels. Even though full-time 

workers were found to hold more IP insurance than other occupation groups, except for self-

employed respondents, who were found to have the highest levels of IP insurance, it could 

mean that full-time workers were still largely underinsured.   

  
Occupation also showed a significant association with minimum PIS for Trauma insurance 

(KW test value = 62.794, p < 0.001), with homemakers and students reporting the highest levels 

of minimum PIS (mean rank = 418.00 and mean rank = 418.00, respectively). As the 

recommended minimum amount for Trauma cover was $200,000 for all demographic groups, 

and some demographic groups held various amounts of Trauma insurance, it was found that 

students and homemakers did not hold any IP insurance, which made them largely 

underinsured. 

 
Table 7.93 Kruskall Walis test analysis for the relationship between employment status 

and minimum PIS values   

Employment  Life insurance TPD insurance IP insurance Trauma insurance 

Mean 

rank 

Significan

ce 

Mean 

rank 

Significan

ce 

Mean 

rank 

Significan

ce 

Mean 

rank 

Significan

ce 

Full time      

(n= 341)         

308.43 KW test 

value = 

109.069*** 

df = 7 

 

302.16 KW test 

value = 

124.018*** 

df = 7 

 

391.18 KW test 

value = 

124.018*** 

df = 7 

 

345.89 KW test 

value = 

62.794*** 

df = 7 

 

Part time 

(n=189) 

330.54 323.93 367.58 388.53 

Casual (n=12) 403.45 412.70 354.79 389.95 

Self Employed 

(n=90) 

400.20 391.17 290.20 279.68 

Homemaker 

(n=33) 

400.69 400.25 228.00 418.00 

Unemployed 

(n=26)  

312.05 309.65 285.13 387.21 

Retired (n=95) 553.37 525.62 385.50 404.44 

Student (n=26) 232.15 207.59 229.17 418.00 

Note: This table contains information about the relationship between occupation and PIS values. The highest PIS values under Life and TPD 
insurances were evident for retirees. Under IP insurance, the highest PIS values were evident for full-time employees. Under Trauma insurance, 
the highest PIS values were evident for homemakers and students.  
The mean rank is the average of the ranks for all observations within each sample. The higher the mean rank, the higher the shortfall for the 
demographic group. The same explanation applies to other PIS tables in this section.  
* p < 0.05, ** p < 0.01, *** p <0.001
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Worked/did not work in the financial services industry 
 
Minimum PIS values for Life insurance and TPD insurance did not show any association for 

those working in the financial services industry (MW U test value = 25332.500, p = 0.587 and 

MW U test value = 24537.000, p = 0.883, respectively). Those who worked in the financial 

services industry reported higher minimum PIS for Life and TPD insurances (mean rank = 

357.03 and mean rank = 347.41, respectively), which is in line with their minimum PIN values. 

Considering that they held more Life and TPD insurances compared to those respondents who 

did not work in the financial services industry, it could mean that they were still heavily 

underinsured, as they did not hold enough coverage to address their PIN levels. In comparison 

with those who did not work in the financial services industry, those who worked in the industry 

reported a higher level of minimum PIS values for IP insurance (mean rank = 312.52 and mean 

rank =364.61, respectively), which was in line with their PIN values. Even though those who 

worked in the industry reported to have more IP insurance compared to those who did not work 

in the industry, the results suggest that they were still largely underinsured.  

 
It was further found that respondents who worked in the financial services industry reported 

higher levels of minimum PIS for Trauma insurance, compared to those who did not work 

(mean rank = 369.24 and mean rank = 317.27, respectively), suggesting that even though they 

held more Trauma insurance than those who did not work in the industry, they were still 

underinsured in relation to it.  

 
Table 7.94 Mann Whitney test analysis for the relationship between worked/did not work 

in the financial services industry and minimum PIS values 

Worked/Did not 

work  

Life insurance TPD insurance IP insurance Trauma insurance 

Mean 

rank 

Significan

ce 

Mean 

rank 

Significan

ce 

Mean 

rank 

Significan

ce 

Mean 

rank 

Significan

ce 

Did not work   

(n=712) 

344.08 MW U 

test value 

=  

25332.500 

343.93 MW U 

test value 

=  

24537.000 

312.52 MW U 

test value 

=  

22682.00* 

317.27 MW U 

test value 

=  

23774.500
** 

Worked (n=101) 357.03 347.41 364.61 369.24 

Note: This table contains information about the relationship between working in the financial services industry and PIS values. The highest 
PIS values were evident for those who worked in the financial services industry under Life, TPD, IP and Trauma insurances.  
* p < 0.05, ** p < 0.01, *** p <0.001 

 

Religion of the respondents 
 
No association was noted between religion and minimum PIS for Life insurance (KW test value 

= 11.752, p = 0.163) and TPD insurance (KW test value = 15.420, p = 0.051). The results 

indicate that respondents who did not follow any religion had the highest levels of shortfall 

under Life and TPD insurances (mean rank = 482.67 and mean rank = 461.67, respectively). 

This was not in line with their minimum PIN values, as the group with the highest minimum 
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PIN values was ‘no answer’, however in relation to PIS levels, they recorded the lowest level 

of shortfall for Life insurance. The fact that ‘no religion’ group reported the highest levels of 

PIS is only in line with their PIH levels, where it was found that on average respondents who 

did not practice any religion, were the least insured.  

 
Religion only showed a significant association with minimum PIS for IP insurance (KW test 

value = 18.523, p = 0.045) and Trauma insurance (KW test value = 28.139, p < 0.001). The 

‘no religion’ category reported the highest minimum PIS value under IP insurance (mean rank 

= 473.28), while the ‘no answer’ group showed the lowest value (mean rank = 63.67). It was 

found that respondents who did not practice any religion, on average held less insurance, and 

it is not surprising that this group reported the highest shortfall under IP insurance. It needs to 

be reminded that participants who did not have any religion were 393 in number, which is 

nearly half of the total surveyed population. The highest minimum PIN under IP insurance was 

recorded for Jewish respondents, however their PIS level was not high, which could suggest 

that their IP insurance held was sufficient to decrease their shortfall. The highest minimum PIS 

in relation Trauma insurance was recorded for Buddhists (mean rank = 418.50) and ‘other’ 

religion (mean rank = 418.50), which is not surprising, because these two groups did not hold 

any Trauma insurance.   

 
Table 7.95 Kruskall Walis test analysis for the relationship between religion and 

minimum PIS values   

Religion   Life insurance TPD insurance IP insurance Trauma insurance 

Mean 

rank 

Significan

ce 

Mean 

rank 

Significan

ce 

Mean 

rank 

Significan

ce 

Mean 

rank 

Significan

ce 

Buddhism 

(n=9) 

391.63 KW test 

value = 

11.752 

df = 8 

 

364.13 KW test 

value = 

15.420 

df = 8 

 

296.91 KW test 

value = 

18.523* 

df = 8 

 

418.50 KW test 

value = 

28.139*** 

df = 8 

 

Christianity        

(n=300) 

373.81 364.37 350.99 348.87 

Hinduism 

(n=17) 

293.73 264.69 322.00 325.21 

Islam    

(n=38) 

284.44 268.53 341.77 314.36 

Judaism 

(n=17) 

304.50 282.44 332.91 328.56 

No answer 

(n=11) 

265.44 275.39 63.67 172.50 

No religion 

(n=393) 

482.67 461.67 473.28 383.86 

Other     (n=6) 364.34 403.16 383.33 418.50 

Yes, but did 

not specify 

(n=26) 

353.50 345.57 368.70 355.31 

Note: This table contains information about the relationship between religion and PIS values. The highest PIS values under Life, TPD and IP 
insurances were evident for ‘No religion’. The highest PIS value under Trauma insurance was evident for ‘Buddhism’ and ‘Other’.  
* p < 0.05, ** p < 0.01, *** p <0.001 
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Gender of the respondents  
 
In comparison with males, females reported a higher level of minimum PIS values for all four 

insurance types (mean ranks of 359.63, 350.75, 360.43 and 379.86). An association was seen 

for Trauma insurance (MW U test value = 59284.500, p < 0.001), however no association was 

noted between gender and minimum PIS for Life insurance (MW U test value = 61187.000, p 

= 0.546), TPD insurance (MW U test value = 58395.000, p = 0.581) and IP insurance (MW U 

test value = 63027.500, p = 0.751). Males demonstrated lower levels of PIS for Life, TPD, IP 

and Trauma insurances (mean ranks of 350.33, 342.37, 355.65 and 345.42, respectively), which 

is not in line with their PIN values, which were higher for males, compared to females. A 

possible explanation could be because it was found that males were better insured, therefore 

even though they needed more insurance than females, the level of insurance that they held 

was significant enough to reduce their level of shortfall. In relation to Trauma insurance, since 

all respondents had the same amount of need and it was found that males held more insurance 

than females, it could be suggested that their Trauma insurance was sufficient to reduce their 

PIN levels. 

 
Table 7.96 Mann Whitney test analysis for the relationship between gender and minimum 

PIS values   

Gender  Life insurance TPD insurance IP insurance Trauma insurance 

Mean 

rank 

Significanc

e 

Mean 

rank 

Significanc

e 

Mean 

rank 

Significanc

e 

Mean 

rank 

Significanc

e 

Male 

(n=392) 

350.3

3 

MW U test 

value =  

61187.000 

 

342.37 MW U test 

value =  

58395.000 

 

355.65 MW U test 

value =  

63027.500 

 

345.42 MW U test 

value =  

59284.500**

* 

 

Female 

(n=420) 

 

359.6

3 

350.75 360.43 379.86 

Note: This table contains information about the relationship between gender and PIS values. The highest PIS values were evident for females 
under Life, TPD, Trauma and IP insurances.  
* p < 0.05, ** p < 0.01, *** p <0.001 

 

Age of the respondents 
 
Age groups showed a significant association with minimum PIS for Life insurance (KW test 

value = 207.159, p < 0.001) and TPD insurance (KW test value = 216.149, p < 0.001). The 

‘above 65’ age group reported the highest minimum PIS for both Life insurance and TPD 

insurance (mean rank = 557.40, mean rank = 533.47, respectively), while the youngest age 

group had shown the lowest minimum PIS for both (mean rank = 233.48, mean rank = 206.07, 

respectively). These findings are in line with the minimum PIN levels, where it was reported 

that the highest levels were associated with the 65 and above age group and the lowest levels 

were recorded for the 18-24 age group, coupled with the fact that both groups were found to 

be poorly insured. This means that the youngest age group (18-24) was the least underinsured 
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compared to their insurance needs. However, it does not mean that they were adequately 

insured though, it just means that they had lower need for personal insurance compared to other 

age groups.  

 
Similarly, age groups were significantly related with minimum PIS for IP insurance (KW test 

value = 15.579, p = 0.008) and for Trauma insurance as well (KW test value = 62.837, p < 

0.001). The highest minimum PIS for IP insurance was noted among the 25-34 age group (mean 

rank = 397.50), which was not in line with their PIN scores. This group was found to be poorly 

insured, and it could be suggested that this manifested in them reporting the highest PIS. The 

highest PIN values were reported for the 35-44 age group, however their PIS values were not 

high, suggesting that their level of IP insurance was enough to reduce their shortfall. The 

highest minimum PIS for Trauma insurance was reported for the 18-24 age group (mean rank 

= 415.41), which is not a surprising result, because they were found to be considerably 

underinsured. Since recommended amount of Trauma insurance was the same for all 

participants, those who reported the highest levels of shortfall, held the least amount of Trauma 

insurance, while those who reported the lowest levels of PIS, meant that they held higher levels 

of Trauma insurance.   

 
Table 7.97 Kruskall Walis test analysis for the relationship between age groups and 

minimum PIS values    

Age 

group  

Life insurance TPD insurance IP insurance Trauma insurance 

Mean 

rank 

Significance Mean 

rank 

Significance Mean 

rank 

Significance Mean 

rank 

Significance 

18-24 

(n=103) 

233.48 KW test value 

=  207.159*** 

df = 5 

 

206.07 KW test value 

=  216.149*** 

df = 5 

 

314.86 KW test value 

=  15.579** 

df = 5 

 

415.4

1 

KW test value 

=  62.837*** 

df = 5 

 

25-34 

(n=174) 

249.91 248.29 397.50 388.2

8 

35-44 

(n=181) 

300.09 292.08 356.52 331.9

1 

45-54 

(n=129) 

417.70 418.29 323.15 305.7

8 

55-64 

(n=124) 

460.05 455.62 361.23 351.7

9 

65 and 

above 

(n=102) 

557.40 533.47 389.10 405.4

1 

Note: This table contains information about the relationship between age and PIS values. The highest PIS values under Life and TPD 
insurances were evident for those aged 65 and above. Under IP insurance, the highest PIS value was evident for the 25-34 age group. For 
Trauma insurance, the highest PIS value was evident for the 18-24 age group. 
* p < 0.05, ** p < 0.01, *** p <0.001 

 

Education level of the respondents 
 
Education level showed a significant association with minimum PIS for Life insurance (KW 

test value = 12.773, p = 0.012) and TPD insurance (KW test value = 24.508, p < 0.001). The 
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‘TAFE’ category reported the highest minimum PIS for Life insurance (mean rank = 376.45), 

which was not in line with PIN levels, as TAFE graduates did not record a high PIN level, 

which could suggest that they were underinsured. The ‘postgraduate’ category reported the 

highest minimum PIS for TPD insurance (mean rank = 368.99), which was in line with their 

PIN values. It is important to note that postgraduates held the highest levels of personal 

insurances and TAFE graduates did not hold large amounts of personal insurance. 

Postgraduates held more Life insurance than TPD insurance, so it could be suggested that their 

cover was sufficient to reduce their shortfall under Life insurance, but not under TPD 

insurance, making them underinsured in respect of this cover.  

 
Similarly, education level was significantly related with minimum PIS for IP insurance (KW 

test value = 16.112, p = 0.003) and Trauma insurance (KW test value = 45.627, p < 0.001). 

Bachelor degree holders were reported to have the highest levels of minimum PIS for IP 

insurance (mean rank = 393.28), which was not in line with their PIN values. The highest PIN 

values were recorded for postgraduates, however because they held higher levels of IP 

insurance than other education groups, it could be suggested that their level of insurance was 

sufficient to reduce their shortfall. Respondents who completed Year 10 were found to have 

the highest shortfall under Trauma insurance (mean rank = 404.47), which is not surprising 

because they were found to be heavily underinsured, with only one respondent reported to have 

some amount of Trauma insurance. The lowest shortfall was recorded for postgraduates (mean 

rank = 299.92), which is in line with their level of Trauma insurance purchase.   

 
Table 7.98 Kruskall Walis test analysis for the relationship between education levels and 

minimum PIS values   

Education 

level 

Life insurance TPD insurance IP insurance Trauma insurance 

Mean 

rank 

Significance Mean 

rank 

Significance Mean 

rank 

Significance Mean 

rank 

Significance 

Year 10          

(n=36) 

357.9

4 

KW test value 

=  12.773* 

df = 4 

 

344.5

5 

KW test value 

=  24.508*** 

df = 4 

 

304.2

7 

KW test value 

=  16.112** 

df = 4 

 

404.4

7 

KW test   

value =  

45.627*** 

df = 4 

 

Year 12        

(n=181) 

305.7

0 

279.2

0 

335.8

0 

394.4

3 

TAFE          

(n=165) 

376.4

5 

366.8

5 

367.1

9 

370.2

2 

Bachelor 

degree   

(n=270) 

361.5

3 

366.9

4 

393.2

8 

360.5

2 

Postgradua

te      

(n=157) 

373.4

4 

368.9

9 

321.0

0 

299.9

2 

Note: The table contains information about the relationship between education and PIS values. The highest PIS values were evident for TAFE 
under Life insurance. Under TPD insurance, postgraduate degree holders had the highest levels of PIS. Under IP and Trauma insurances, the 
highest PIS values were evident for bachelor degree holders and year 10 graduates, respectively.    
* p < 0.05, ** p < 0.01, *** p <0.001 
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Income level of the respondents  
 
Income group showed a significant association with minimum PIS for IP insurance (KW test 

value = 148.421, p < 0.001) and Trauma insurance (KW test value = 141.011, p < 0.001). No 

association was noted between income group and minimum PIS for Life Insurance (KW test 

value = 6.666, p = 0.155) and TPD insurance (KW test value = 8.703, p = 0.069). When 

considering the income categories, the ‘$130,000’ group reported the highest minimum PIS 

values for Life, TPD and IP insurances (mean rank = 383.04, 379.39 and 427.15, respectively), 

which was not in line with the PIN values, as those were the highest for respondents earning 

$180,000 and above. As stated earlier, respondents on the highest income had the highest levels 

of personal insurance. It appears that their levels of personal insurance held were sufficient to 

reduce their levels of shortfall. For Trauma insurance, the highest shortfall was recorded for 

the ‘$27,600’ income group (mean rank = 415.98), which is not a surprising result, as they 

were the least insured income group in relation to Trauma insurance, with only one respondent 

reporting as having some amount of cover.   

 
Table 7.99 Kruskall Walis test analysis for the relationship between income levels and 

minimum PIS values 

Income 

level  

Life insurance TPD insurance IP insurance Trauma insurance 

Mean 

rank 

Significance Mean 

rank 

Significance Mean 

rank 

Significance Mean 

rank 

Significance 

$9,100 

(n=98) 

326.07 KW test value 

=  6.666 

df = 4 

 

317.26 KW test value 

=  8.703 

df= 4 

 

197.36 KW test value 

=  148.421*** 

df = 4 

 

398.9

9 

KW test value 

=  141.011*** 

df = 4 

 

$27,600 

(n=145) 

359.72 342.30 293.34 415.9

8 

$58,500 

(n=305) 

341.69 332.61 415.72 380.8

9 

$130,00

0 

(n=226) 

383.04 379.39 427.15 326.2

3 

$180,00

0 (n=35) 

370.03 372.11 153.49 149.3

7 

Note: This table contains information about the relationship between income and PIS values. The highest PIS values under Life, TPD and IP 
insurances were evident for the $130,000 income group. The highest PIS value under Trauma insurance was evident for the $27,600 income 

group.   
* p < 0.05, ** p < 0.01, *** p <0.001 
 
This section examined personal insurance shortfalls for different demographic groups. These 

shortfalls were based on the amounts of personal insurance respondents needed and the 

amounts of personal insurance they actually held. As stated in the previous section, all PIN 

values were based on minimum requirement assumptions, and as a result, all PIS levels were 

also based on these assumptions. On average (with some exceptions which were discussed 

above), it was found that respondents who held most of the personal insurance policies reported 

lower PIS values, compared to those who were found to be heavily underinsured, as they 
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reported to have the highest levels of shortfall. It does not mean that people who had the lowest 

levels of PIS were adequately insured, it means that they had lower level of PIN based on the 

minimum requirements and were least underinsured compared to other demographic groups.   

 

7.9.3    Personal Insurance Shortfall (PIS) analyses for each respondent  
 
In the following section it will be explored if each individual respondent appeared to have a 

shortfall, was overinsured or was adequately insured by taking into account their PIH and PIN 

amounts. This discussion is important, as it will conclude the analyses conducted in this thesis 

by identifying the overall percentage of underinsured, overinsured and adequately insured 

respondents. One of the aspects this thesis was set to determine was if people were indeed as 

underinsured as it was suggested by the insurance industry.   

 
The following group consists of respondents who were underinsured for minimum and/or 

maximum Life and TPD requirements. They were also underinsured for Trauma and IP 

insurance types. The list of underinsured respondents can be found in Appendix 11, which lists 

the amounts in dollar terms by which each respondent was underinsured for minimum and 

maximum Life and TPD, as well as IP and Trauma insurances. The numbers were arrived at 

by conducting the following calculation: PIN amounts – PIH amounts for each respondent. 

Since the amount of personal insurance they held (or held no insurance at all) (PIH) was lower 

than the amount they needed (PIN), the personal insurance shortfall (PIS) amount was 

calculated as a positive number. Approximately 52 percent of respondents (423 respondents 

out of 817) were either largely underinsured under all personal insurance types (where 

respondents had some amounts of personal insurance coverage, although insufficient for their 

needs) or did not have any personal insurance (where the amount of coverage was reported to 

be zero).  

The list of respondents who were overinsured or had sufficient insurance for minimum and/or 

maximum required Life and/or TPD insurances is presented in Appendix 12 (numbers are 

presented in the Bold text). The negative amounts represent by how much the person was 

overinsured (their PIN amounts minus their PIH amounts) and zero represents the amount 

which was considered ‘adequate/sufficient’ for their needs, because their PIN amount was 

equal to PIH amount. It needs to be pointed out that maximum requirements for Life and/or 

TPD insurances were extremely difficult to meet, as the amounts required were very high, and 

only respondent # 123 was overinsured under minimum and maximum requirements for Life 

and TPD insurances. The other respondent (# 790) was also considered to have sufficient cover 
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only because he or she reported to have no assets and no liabilities, in addition he or she did 

not have any dependents, including themself. This meant that by definition he or she did not 

need any Life and TPD insurance, and as a result this particular respondent was considered to 

be neither underinsured nor overinsured. It can be seen that 10.5 percent of respondents (86 out 

of 817) were overinsured or had sufficient cover under minimum Life/TPD insurance 

requirements and out of those, respondent # 123 was also overinsured under maximum 

requirements for Life and TPD insurance types.   

 
Respondents who were overinsured or had sufficient insurance coverages only under Trauma 

and/or IP insurance types are presented in Appendix 13 (numbers are presented in the Bold 

text). As with Life and TPD insurances, the negative amounts represent by how much the 

person was overinsured and zero represents the amount which was considered 

‘adequate/sufficient’ for their needs. The results indicate that 88 out of 817 respondents 

(10.8%) either had sufficient amount of cover under Trauma/IP insurance or were overinsured. 

In relation to IP insurance, respondents were overinsured by five percent, as minimum industry 

standard is covering 75 percent of income, however some insurance companies offer 80 percent 

of coverage, resulting in some respondents being overinsured. If respondents had IP insurance 

which protected 75 percent of their income, their shortfall was considered to be zero. It needs 

to be pointed out that Trauma insurance of $200,000 was considered to be a minimum 

requirement based on industry averages, however, this amount is in no way indicative of 

personal needs of every respondent. If respondents had more than $200,000 worth of Trauma 

insurance, they were considered to be overinsured, if their existing cover was $200,000, they 

were considered to be adequately covered, if less than $200,000, then they were considered to 

be underinsured.  

 
Respondents who were overinsured or had sufficient insurance coverage across various 

personal insurance types, resulted in the inability to place them in the previous two categories. 

The numbers are presented in Appendix 14 in the Bold text, and as with Life/TPD/Trauma and 

IP insurances discussed above, the negative amounts represent by how much the person was 

overinsured and zero represents the amount which was considered ‘adequate/sufficient’ for 

their needs. It can be noted that 7.8 percent of respondents (65 out of 817 participants) were 

either overinsured or had sufficient amount of coverage across various personal insurance 

types. Only one respondent (# 548) out of 817 participants was overinsured in relation to 

minimum Life and TPD, Trauma and IP insurances and had adequate/sufficient amount of 

coverage under maximum requirements for Life and TPD insurance types. 



 313 

There were 155 respondents who did not provide some piece of information and as a result it 

was not possible to establish shortfalls, either for all personal insurance types or for some of 

them. It needs to be noted that for 62 respondents out of 155 (7.5% from the total number of 

respondents) it was not possible to determine personal insurance shortfalls for all covers, due 

to participants not providing information, and it is recorded as ‘no answer’ across all insurance 

types (including minimum and maximum requirements for Life and TPD) in Appendix 15. 

This meant that for 93 respondents it was still possible to identify if they were overinsured, 

underinsured or adequately insured in relation to some personal insurance types. Fifty-nine out 

of 93 respondents were found to be underinsured in relation to all personal insurance types 

where the answers were provided and meaningful results could be established (7.2% from the 

total number of respondents), and this information is recorded in the Bold text in Appendix 15. 

This meant that the remaining 34 respondents were found to be either overinsured or 

sufficiently insured under one or more personal insurance types. Twenty one out of 34 

respondents were found to be either overinsured or adequately insured in relation to minimum 

and/or maximum Life and/or TPD insurance types (2.6% from the total number of 

respondents), and this information is presented as the underlined amounts in Appendix 15. Ten 

out of 34 respondents were found to be either overinsured or adequately insured in relation to 

TPD and/or Trauma insurance (1.2% from the total number of respondents), and this 

information is presented in the Italic text in Appendix 15. Three out of 34 respondents were 

found to be overinsured or adequately insured across various personal insurance types (0.4% 

from the total number of respondents), which made is impossible to place them in the two 

previous categories. This information is presented in the highlighted text in Appendix 15.    

 
From the above discussion, it could be concluded that 59.2 percent (52%+7.2%) of respondents 

were either heavily underinsured in relation to all personal insurance types or did not have any 

personal insurance coverage. Furthermore, 13.1 percent (10.5%+2.6%) of respondents were 

overinsured or had sufficient coverage in relation to minimum and/or maximum Life and/or 

TPD insurance. Another 12 percent (10.8%+1.2%) of respondents were overinsured or had 

sufficient amount of Trauma and/or IP cover. Respondents who were overinsured or had 

sufficient amount of cover across different personal insurance types accounted for 8.2 percent 

(7.8% + 0.4%). As stated earlier, for 7.5 percent of respondents the conclusions in relation to 

PIS could not be drawn due to insufficient information provided. This meant that 33.3 percent 

(13.1% + 12% + 8.2% = 33.3%) of respondents were overinsured or had sufficient amount of 

cover at least for one personal insurance type. As stated earlier, only one respondent (# 548) 
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out of 817 was overinsured in relation to minimum Life and TPD, Trauma and IP insurances 

and had sufficient amount of coverage under maximum requirements for Life and TPD 

insurance types. These conclusions appear to be consistent with the industry research and 

responses from the informed participants, which state that on average Australians are 

significantly underinsured.  

 
The results section has discussed confidence levels in relation to understanding insurance 

products (PIC understanding), perceived adequacy of personal insurance held (PIC adequacy), 

personal insurance literacy levels (PIL) and the actual amounts of personal insurance 

respondents held (PIH). In this chapter, comparisons were made between PIC understanding 

scores and PIL levels, and between PIC adequacy scores with PIH levels. It was important to 

do so, because people may feel confident that they have a good understanding about insurance 

policies, however in reality they can be overconfident and have low insurance literacy. It was 

found in the literature, in the interviews with the informed participants and in the survey that 

people who had a low level of insurance literacy were less likely to purchase personal insurance 

policies, which highlights the importance of insurance literacy. Furthermore, PIN and PIS 

levels were also discussed, as it was important to ascertain which demographic group had the 

highest and the lowest levels of PIN and PIS, as this information helped in answering the 

research questions about personal characteristics affecting personal insurance purchase. PIS 

levels were also compared to PIN and PIH levels. This was done to ascertain if those with the 

highest PIN levels also had high PIS levels. If it was the case, it meant that those demographic 

groups were heavily underinsured, because insurance that they had (if any) was not sufficient 

to decrease the shortfall. If it was found that respondents with high PIN levels did not have 

high PIS values, it meant that the insurance they held was sufficient to reduce their levels of 

underinsurance. At the end of the results section the analyses were performed for each 

individual respondent to ascertain if they were underinsured, adequately insured or 

overinsured. It was concluded that the majority of respondents were underinsured, with only 

one participant reported as being overinsured under all four personal insurance types.  

 

7.10    Discussion   
 
PIC understanding examined the confidence levels among respondents in relation to having a 

thorough understanding of personal insurance products. PIC adequacy looked at the confidence 

levels among respondents in relation to their belief that they held an adequate coverage. It was 

found that demographic groups had significant effects on confidence levels. Another important 



 315 

finding in this thesis was calculating the actual PIL levels. The PIC understanding levels were 

compared to the PIL levels to ascertain if respondents were overconfident in their 

understanding of personal insurance products. Some demographic groups were found to be 

more confident than others, as their PIL levels did not align with their PIC understanding 

scores. 

  
As was identified in the literature review, most publications have discussed financial literacy, 

however, as mentioned by Lin et al. (2018a), financial literacy does not necessarily translate to 

insurance literacy. As a result, this thesis, amongst other things, aimed to add a valuable input 

to the current academic literature by focusing on insurance literacy. The insurance literacy is 

important, because as was determined in this thesis, respondents who had higher levels of 

insurance literacy, were recorded to have more personal insurance policies, compared to those 

who had lower levels of insurance literacy. Since it was stated in the industry literature that the 

general public is largely underinsured, which was confirmed in this thesis through analysing 

PIS levels for each individual respondent, it appears to be important to increase the insurance 

literacy among Australians in order to potentially reduce the underinsurance levels.  

 
The actual personal insurance amounts held were calculated for participants. It was found that 

different demographic groups had a significant influence on the personal insurance purchasing 

behaviour. This information was important, as it directly assisted in answering the research 

questions about the factors and personal characteristics which effect the purchase of personal 

insurance products.  

 
It was also concluded that 59.2 percent of respondents were either largely underinsured under 

all personal insurance types or did not have any personal insurance coverage. Even those who 

were found to be either overinsured or adequately insured under at least one type of personal 

insurance policy, were still underinsured in relation to other personal insurance policies. 

 

7.11    Conclusion  
 
This chapter started with explaining the survey design, which was followed by the sampling 

strategy, identifying the sample size, and explaining how the participants were obtained. This 

was followed by the survey results.  

 
The key findings from the survey included: PIL levels were very low for participants, especially 

for students, people possessing lower levels of qualification (for example, Year 12), people 

who did not work in the financial services industry, younger respondents, and people on lower 
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levels of income. Gender and religion did not play an important role when it came to PIL levels. 

PIL levels were not always in line with PIC understanding levels, where it was found that 

especially older people, retired respondents, and casual employees could be overconfident 

about their knowledge about personal insurance products.  

 
In relation to PIH levels, it was found that on average most insured respondents were: self-

employed, full-time workers, those who worked in the financial services industry, males, in the 

age groups between 35-44 and 45-54, postgraduate degree holders and those earning $180,000 

per annum and above. PIH levels were generally in line with PIC adequacy, with some 

exceptions. Another important finding was that people who possessed lower levels of personal 

insurance literacy were less likely to purchase personal insurance products.  

 
In relation to PIN levels, it was suggested that for Trauma insurance, $200,000 was the 

recommended amount for all participants. For Life and TPD insurance, the following 

demographic groups were found to have the highest PIN levels: retirees, respondents who 

worked in the financial services industry, respondents who did not provide an answer about 

their religious views, males, respondents aged 65 and above, respondents with postgraduate 

qualification, and respondents with an annual income of $180,000 and above. For IP insurance, 

the following demographic groups had the highest level of PIN: full-time employees, those 

who worked in the financial service industry, respondents belonging to ‘Judaism’, males, 

respondents in the 35-44 age group, respondents with a postgraduate qualification, and those 

earnings $180,000 and above.  

 
Respondents who reported high PIS values on average were heavily underinsured, with some 

exceptions. The respondents who were found to have the highest shortfall for Life insurance 

were: retirees, those who worked in the financial services industry, respondents who did not 

have any religion, females, respondents above the age of 65, TAFE graduates, and those in the 

$80,000 - $180,000 income bracket. The respondents who were found to have the highest 

shortfall for TPD insurance were: retirees, those who worked in the financial services industry, 

respondents who did not have any religion, females, respondents above the age of 65, 

postgraduates, and those in the $80,000 - $180,000 income bracket. The respondents who were 

found to have the highest shortfall for IP insurance were: full-time workers, those who worked 

in the financial services industry, respondents who did not have any religion, females, 

respondents belonging to the 25-34 age bracket, bachelor degree holders, and those in the 

$80,000 - $180,000 income bracket. The respondents who were found to have the highest 
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shortfall in relation to Trauma insurance were: homemakers and students, those who worked 

in the financial services industry, respondents who practised Buddhism and ‘other’ religion 

categories, females, respondents belonging to the 18-24 age bracket, Year 10 graduates, and 

those in the $18,200 - $37,000 income bracket. Respondents who had high PIN values not 

necessarily had high PIS values, as usually they held higher levels of personal insurance 

products, which, in many cases, were sufficient to decrease their shortfall. When PIS levels 

were examined for each individual respondent, it was found that participants were largely 

underinsured in relation to all personal insurance types, with only one respondent being 

overinsured for Trauma and IP insurances, as well as under minimum requirements for Life 

and TPD. Furthermore, that respondent was adequately insured under maximum requirements 

for Life and TPD insurances.  

 
The above findings directly help to answer the research questions and add extra knowledge to 

the current pool of academic literature in relation to personal insurance. Firstly, people with 

poor personal insurance literacy were found to be less likely to purchase personal insurance 

products, which appears to be one of the factors why people purchase or do not purchase 

personal insurance. This factor, among other factors, was also identified in Chapter six through 

interviews with financial advisers and consumers. Personal characteristics which appear to 

affect personal insurance purchase identified in this chapter include: occupation, whether or 

not respondents worked in the financial services industry, religion, gender, age, education 

levels and income level. In summary, these factors are: 

 

• Full-time workers and self-employed individuals were, on average, more likely to 

purchase personal insurance policies.  

• Respondents who worked in the financial services were, on average, more likely to 

purchase personal insurance policies.  

• Respondents who followed a religion, specifically Judaism, Christianity, Islam, and 

Hinduism, were, on average, more likely to purchase personals insurance policies.  

• Males, on average, were found to be more likely to purchase personal insurance 

policies compared to females.  

• Respondents in the age groups: 35-44; 45-54 and 55-64 were, on average, more likely 

to purchase personal insurance policies.  

• Respondents holding a postgraduate qualification were, on average, found to be more 

likely to purchase personal insurance policies.   
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• Respondents earning $180,000 per annum and above, on average, were more likely 

to purchase personal insurance policies.  

 
The findings in this chapter, have a potential to assist in increasing the levels of personal 

insurance purchase. For example, the demographic groups who reported low PIL levels were 

identified, which would help the insurance industry and financial advisers to engage those 

groups to try to increase their insurance literacy levels, and hopefully subsequently to purchase 

some (ideally adequate) personal insurance coverage. Furthermore, demographic groups with 

high PIN levels were identified, and it is useful information for government agencies and 

insurance companies in order to reach out to those groups. Such actions could help to decrease 

underinsurance problem in Australia, and possible subsequent financial and psychological 

issues. The PIS findings were also important, as they have indicated which groups do not have 

sufficient personal insurance to reduce their PIN and subsequently PIS levels.  

 
The next chapter will provide a quick overview of literature review and methodology, state the 

main findings from interviews and the survey. Research contributions will be identified, and 

possible recommendations will be provided. Furthermore, any limitations of the study will be 

addressed, and future research possibilities will be identified. Finally, an overall conclusion to 

this thesis will be provided. 
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Chapter 8: Conclusion  
 

8.0    Introduction  
 
This thesis has discussed the importance of personal insurance products and their potential 

ability to minimise the effects of financial losses associated with the occurrence of insurable 

events. However, there is concern that Australians are underinsured. Unfortunately, the 

understanding as to why people do or do not hold appropriate levels of personal insurance is 

not fully understood. In particular, the understanding of importance of personal insurance 

appears to be very limited among the general population. While people could possess some 

knowledge about superannuation and various types of investments; they may not be fully aware 

of personal insurance products and, as a result, not see the value and importance of personal 

insurance.  

 
As discussed throughout this thesis, the value proposition was very important, as it was 

suggested in the interviews with the informed participants, if people did not see the value and 

importance of personal insurance, they were not prepared to spend money to purchase an 

adequate coverage. The other important factor was personal insurance illiteracy. It was also 

suggested by the informed participants, and supported by the survey findings, that the general 

public has a low level of personal insurance literacy, which coupled with not seeing the value 

in personal insurance products, deters people from being adequately covered.  

 
The importance of holding adequate personal insurance policies was repeatedly highlighted 

throughout the thesis. Adequate personal insurance cannot take away emotional pain from 

losing a loved one or being diagnosed with a serious illness, however it can provide a peace of 

mind to the insured individual knowing that his or her dependents are taken care of financially 

and any existing loans are paid off. It can also provide much needed funds for medical 

treatments and rehabilitations. If all individuals held adequate amounts of personal insurance, 

it would also reduce the burden on the welfare system, freeing up funds for other areas of need.  

 
This thesis sought to examine the factors that drive people’s decision-making when purchasing 

personal insurance products. The four personal insurance types examined in this thesis were: 

Life insurance, TPD insurance, IP insurance and Trauma insurance. An explanation about what 

these covers do, and how adequate insurance policies can help to alleviate the financial burden 

in the event of some unfortunate event taking place was discussed. The thesis has also explained 

the mechanism of insurance, history of insurance, and highlighted the importance of personal 
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insurance for individuals and society as a whole. Additionally, the strict regulatory framework 

for the financial advice industry was discussed. The thesis also identified various issues in the 

financial planning industry, in particular the insurance industry, such as reputation of the 

industry, non-payment of claims by insurance companies and non-disclosure of important 

factors by insured individuals. Additionally, factors such as the complexity associated with 

understanding insurance products and financial literacy, moral hazard in personal insurance, 

adverse selection by insurance companies and broker/planner remuneration were discussed.  

 
It was highlighted that prior research had considered mainly general insurance and discussed 

theoretical approach to decision-making in general. To date there has been little scholarly 

research conducted about personal insurance and the reasons as to why people purchase or do 

not purchase personal insurance products. Most research in this area is conducted by the 

insurance industry and can be perceived as being biased by some people. To address the 

existing gaps in the literature, this thesis asked the following research questions: ‘What factors 

and personal characteristics, influence individuals to purchase personal insurance products? 

What factors and personal characteristics, deter individuals from purchasing personal 

insurance products?’ Other important factors were set to be explored, included: are 

respondents overconfident about their knowledge of insurance and overconfident about holding 

adequate personal insurance policies; do respondents have low personal insurance literacy; is 

there a positive correlation between increased personal insurance literacy and the purchasing 

behaviour; to what extent do respondents have high need for personal insurance; respondents’ 

level of underinsurance or shortfall with personal insurance policies. To answer the research 

questions thoroughly, various demographic factors and their effects on decision-making in 

relation to personal insurance purchase were also examined. Information was collected by 

conducting review of theoretical and industry literature, interviews with informed participants 

and consumers; and a survey of consumers.   

 
This chapter concludes the dissertation and outlines the outcomes and contributions to the 

current pool of literature and answers the research questions. Recommendations will also be 

formulated. Limitations of the study and future research opportunities will be identified.  

 

8.1    The insurance and decision-making literature 
 
The literature review consisted of two types of sources: academic and industry. Both types of 

literature were important in providing the foundation for the research questions and empirical 

elements of the thesis. A review of the studies conducted on the topic of decision-making 
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focussed on processes humans go through when making decisions in general, but not 

necessarily insurance purchase. Where insurance purchase was addressed, the discussion was 

in relation to general insurance only. It is important to understand the decision-making process 

behind personal insurance purchase as it may be different to general insurance. The 

psychological literature provides further theoretical knowledge about decision-making 

processes which were used in formulating the two research questions. Industry literature 

concentrated on various studies and articles presented by the insurance industry and what they 

thought were the main deterrents for the general population when purchasing personal 

insurance policies. This literature concentrated mainly on why people do not purchase personal 

insurance, as opposed to why they do. This identified a critical gap in the current industry 

literature, as reasons for purchasing personal insurance policies were not generally stated. 

Another potential concern with the industry literature was that it could be perceived to contain 

bias. It was identified in the interviews with consumers that they wanted to see more 

educational materials about personal insurance coming from independent sources, such as 

universities. This thesis has tried to address this by providing an objective and a thorough 

assessment of the personal insurance purchasing decisions.  

 
Academic literature explained various decision-making models such as normative, descriptive, 

and prescriptive analyses. The academic literature referred to the classical model of decision-

making assumed that human beings are rational and would make choices which maximise their 

long-term financial wellbeing. It was observed that in reality the classical model of decision-

making had many limitations. As a result, it was important to explore behavioural finance to 

address these limitations including factors such as loss aversion, bounded rationality, 

procrastination, low probability losses and high probability losses, emotions involved in the 

decision-making process and personal attitudes to insurance and risk, mental accounts, and 

financial illiteracy. It was considered that all these factors may influence the personal insurance 

decision-making processes.  

 
Procrastination in relation to personal insurance was described as a situation where people put 

off purchasing the policy until a later date, because they may not have the funds available, or 

may not fully see the value in the purchase. Various emotions may also play an important role 

in personal insurance purchase. It was discussed in the thesis that people who felt love towards 

another person may be more inclined to purchase Life insurance, because they want to make 

sure the person is financially protected after the insured’s death. Bounded rationality might be 

potentially an important factor in personal insurance purchase, as many people may be unable 
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to make rational decisions to increase their financial wellbeing. People might not always 

understand the significance of purchasing adequate personal insurance for low probability 

losses, but which have high financial impact. People tend to purchase insurance for high 

probability losses, but potentially with low financial impact. Loss aversion could also be an 

important factor, where people who were risk averse would be more likely to purchase personal 

insurance. Low financial literacy and insurance literacy may act as a deterrent for the purchase 

of personal insurance because people do not see value in it or do not understand it.  

 
The industry literature also commonly stated that majority of Australians were underinsured 

(Rice Warner, 2018; Rice Warner, 2016; Kollmorgen, 2015; Laycock, 2020), which meant they 

did not have sufficient amount of insurance to cover their liabilities and provide for dependents 

in case some unfortunate events were to take place. The importance of an adequate personal 

insurance policy was demonstrated, with statistical information provided about the occurrence 

of various medical conditions, which could be covered with an appropriate personal insurance 

policy. The main reasons for not purchasing personal insurance products were identified as: 

perceived high cost, insurance illiteracy and as a result not seeing value and importance, 

mistrust towards insurance companies, inability to accurately assess risks, not having 

dependents and overreliance on the government assistance.  

 
To address the above-mentioned gaps in the literature, the following research questions were 

formulated:  

 
1. What factors and personal characteristics, influence individuals to purchase 

personal insurance products? (RQ 1) 

2. What factors and personal characteristics, deter individuals from purchasing 

personal insurance products? (RQ 2) 

 
Other important factors explored include whether respondents are overconfident about their 

knowledge of insurance and overconfident about holding adequate personal insurance policies; 

their level of personal insurance literacy; any correlation between increased personal insurance 

literacy and the purchasing behaviour; the extent of respondents’ need for personal insurance; 

and respondents’ level of underinsurance or shortfall with personal insurance policies. 

 
This thesis addressed the current gap by asking consumers in the interviews and the survey 

about their personal insurance purchase behaviour.   

 
The next section will discuss how the data was collected to answer the research questions.  
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8.2    Methodology  
 
To answer the research questions, the information and data were collected in two stages. The 

first stage involved conducting interviews with informed participants (financial advisers) and 

consumers using a semi-structured approach. The interviews were treated as an exploratory 

phase and the information collected was used in developing survey questions (Stage Two). 

Interviews with consumers were very important in understanding what people thought about 

insurance industry and personal insurance products, in particular, and what encouraged them 

to purchase personal insurance products. The second stage of data collection was a survey of 

consumers. The survey was helpful in gaining information from an individual’s perspective, 

including their views about personal insurance products and what encouraged them to purchase 

all or some of those policies. The survey also collected data on various demographic factors, 

such as: gender, age, education and income levels, religion, employment status of participants 

and whether or not they worked in the financial services industry. The contribution to the 

existing literature was made through exploring the decision-making process in relation to the 

purchase of personal insurance products by conducting the interviews and the detailed survey.  

In addition, confidence levels in relation to understanding (PIC understanding) and adequacy 

(PIC adequacy) of personal insurance held were tested, together with Personal Insurance 

Literacy (PIL) levels and actual amounts of Personal Insurance Held (PIH). The analyses were 

conducted to explore if there was a positive relationship between the increased PIL levels and 

PIH rates. Furthermore, Personal Insurance Need (PIN) levels were also analysed, and together 

with PIH levels, compared against personal insurance shortfall (PIS) levels.  

 

8.3    Interview findings – Stage One 
 
This thesis provided a detailed discussion about the findings gathered from interviews with 

informed participants and consumers. The main reasons why people purchased and did not 

purchase personal insurance products were identified from the interviews with both groups, 

which helped to answer the research questions. The main factors identified in the interviews 

that appeared to lead to personal insurance purchase included life events such as having 

children, buying a house, having liabilities, knowing someone who had suffered some medical 

condition and was struggling financially without appropriate personal insurance policy. 

Another factor identified by informed participants was the country of residence; where it was 

broadly suggested that people from the United Kingdom (UK) and New Zealand were keen 

purchasers of personal insurance. Another factor was certain personality types and character 
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traits, where it was discussed that people who were more responsible and wanted to keep 

everything under control were more likely to purchase personal insurance policy even if they 

did not have dependents and high levels of liability. Also, people who saw the value in personal 

insurance appeared to be more likely to purchase it. Age and gender were not seen as important 

factors by the interviewed financial advisers.  

 
The main factors that appeared to act as a deterrent when purchasing personal insurance 

policies included affordability, where people perceive personal insurance products to be very 

expensive and often unaffordable; not seeing value and importance of personal insurance 

policies and lack of understanding/knowledge. Furthermore, complexity of the process of 

purchasing personal insurance was seen as a deterrent by many people, where they believed 

that obtaining personal insurance can be a lengthy and complicated process. A lack of trust 

towards insurance companies and financial advisers was also seen as a deterrent. There were 

three possible reasons identified for a lack of trust: negative publicity, stories of other people, 

and inadequate training and education of financial advisers. Other deterrents were not having 

children and liabilities, procrastination, frequency of events versus impact of events, and 

emotions affecting the decision- making processes.  

 
The factors which influenced people to purchase insurance were interconnected with the same 

factors which acted as deterrents. For example, if people did not have children, it made them 

uninterested to purchase personal insurance, however if they had children, they were more 

likely to purchase personal insurance.  

 
Another point was that most of the responses collected from both informed participants and 

consumers were consistent with each other. However, there were differences when it came to 

responses about personal insurance advertisements on television as a way to increase 

awareness. Informed participants thought that people perceive those advertisements positively 

and that those advertisements would increase public’s awareness and as a result, consumers 

would see financial advisers seeking education and further information about different personal 

insurance products. It appeared, however, that consumers had very negative views about these 

advertisements and chose to ignore them, because they perceived them as a way ‘to sell’ a 

product. This difference in perception between the insurance industry participants and 

consumers is an important one, because the lack of awareness may lead to the lack of 

understanding or knowledge (insurance illiteracy) and potentially leads to underinsurance. This 
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potential link between personal insurance literacy and underinsurance is something that was 

tested in Stage Two.  

 

8.4    Survey findings – Stage Two 
           
In examining the second part of the research questions about what personal characteristics have 

an effect of purchasing personal insurance, a survey, informed by the interview results, was 

designed to obtain further insights in relation to what types and how much personal insurance 

people currently have and explore the current status of personal insurance levels among 

Australians. The information captured in the survey allowed the research to determine any 

discrepancies between reported confidence levels in relation to understanding insurance 

products and confidence about holding adequate personal insurance policies. These confidence 

levels were then compared with the actual Personal Insurance Literacy (PIL) levels and 

Personal Insurance Have (PIH) levels. Personal Insurance Need (PIN) levels were also 

calculated and Personal Insurance Shortfall (PIS) levels were compared with PIN and PIH 

levels. The survey was a major source of data collection with a total of 817 completed surveys. 

The questions in the survey were designed to assist in answering the research questions. The 

survey questions took into consideration the information obtained from the interviews and the 

established literature. The survey instrument contained a total of 43 questions including 11 

demographic questions. Demographic questions were asked in order to answer the second part 

of the research question about ‘personal characteristics’ and to conduct statistical analyses for 

the purposes of comparing various demographics with personal insurance purchase behaviours.  

 

8.4.1    Personal Insurance Confidence (PIC) 
 
In terms of PIC understanding, it appeared that, on average, the respondents did not show 

excessively high perceived understanding about personal insurance products, with the highest 

level of perceived understanding for Life insurance and the lowest for Trauma insurance, which 

was in line with the interview findings. In relation to PIC adequacy levels, it was found that, 

on average, respondents’ PIC adequacy levels were in line with their PIC understanding scores, 

especially for Life and TPD insurances. Furthermore, a higher percentage of respondents 

thought they had adequate Life and TPD insurance, compared to IP and Trauma insurance.  

 
Further analysis broke down the data into various demographic factors to gather a better 

understanding of the results. The casual occupation sector showed the highest level of mean 

PIC understanding score, which meant, they were very confident about possessing a thorough 

knowledge of personal insurance products. Another group which showed high PIC levels were 
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retirees. Students showed the lowest level of mean PIC understanding score and the lowest 

level of mean PIC adequacy score, while self-employed sector reported the highest level of 

mean PIC adequacy score. Not surprisingly, people who worked in the financial services 

industry had higher levels of confidence when it came to understanding various insurance types 

and about the adequacy of the insurance policies they held. Religion was a significant factor in 

relation to PIC understanding, with one group ‘Yes, but did not specify’ showing a statistically 

significant difference with other groups. PIC adequacy scores were similar for most religions 

and therefore, did not show a statistical significance. Gender did not show a significant 

association with PIC understanding score. However, males reported a higher level of PIC 

adequacy than females and the difference was statistically significant. The 55-64 age group 

showed the highest level of mean PIC understanding score and the 45-54 age group reported 

the highest level of mean PIC adequacy score. However, the 18-24 age group showed both the 

lowest level of mean PIC understanding score and mean PIC adequacy score. The postgraduate 

group showed both the highest level of mean PIC understanding score and mean PIC adequacy 

score. Year 12 education group reported both the lowest level of mean PIC understanding score 

and mean PIC adequacy score. Income groups showed a significant association with PIC 

understanding score and PIC adequacy score. The $180,000 income group showed both the 

highest level of mean PIC understanding score and mean PIC adequacy score. The $9,100 

income group reported the lowest level of mean PIC understanding score and the $27,600 

income group showed the lowest level of mean PIC adequacy score.    

 
The above information helped to establish which demographic groups were overconfident 

about their understanding of personal insurance policies and which groups were overconfident 

about adequacy of their personal insurance held. This information is important, because it was 

discussed in the literature that people are generally overconfident about the adequacy of their 

personal insurance, which can create a false sense of security. The possible overconfidence 

about the knowledge/understanding is also an important finding, as it will add valuable 

information to the current pool of academic literature in relation to personal insurance. These 

findings assisted in answering the research questions about the factors which encourage or 

deter people from purchasing personal insurance products, because if people believe that they 

have sufficient personal insurance coverage (for example, in their superannuation account), 

they will not be willing to spend money on higher levels of protection. In addition, if people 

are overconfident about their level of knowledge, this can also act as a deterrent, because they 

may think they have high level of insurance literacy and do not require any (or more) coverage.  
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8.4.2    Personal insurance literacy (PIL) 
 
PIL was also examined for various demographic groups. Occupation reported a significant 

association with PIL score. Casual occupation sector showed the highest level of mean PIL 

score, while students reported the lowest value. In comparison with those who did not work in 

the financial services industry, those who did, reported a higher level of PIL score and the 

difference was statistically significant. Religion did not show a significant association with PIL 

score, and it appeared that all participants, regardless of their religious views, had similar level 

of insurance literacy. Gender did not show a significant association with PIL score. Age groups 

showed a significant association with PIL score, with the 45-54 age group reporting the highest 

level of mean PIL score, while the 18-24 age group reporting the lowest value. Education levels 

showed a significant association with PIL score, with postgraduates showing the highest level 

of mean PIL score, while those who had Year 12 level of education reported the lowest value. 

Income groups showed a significant association with PIL score, with those who had an income 

above $180,000 having the highest level of mean PIL score, and those with income below 

$9,100 reporting the lowest value.  

 
It was identified in the literature and interviews that Australians have low levels of insurance 

literacy, especially in relation to personal insurance products. This notion is in line with the 

survey findings, which also concluded that on average, people showed low levels of insurance 

literacy. The survey identified the demographic groups with the highest and lowest levels of 

literacy, which was important for two reasons: to answer the research questions and to add 

more scholarly information to the current pool of literature about personal insurance literacy. 

The survey findings helped to answer the research questions as to which personal 

characteristics affected personal insurance purchase, because it was established in this survey 

that people who had higher PIL levels purchased more personal insurance.    

 

8.4.3    Personal insurance held (PIH) 
 
Actual levels of personal insurance held by respondents were also calculated. Full-time 

employees and self-employed people showed a significantly higher chance of having Life 

insurance. When considering TPD insurance, full-time employees and self-employed people 

showed a significantly higher chance of having Life insurance. None of the occupational 

category was significantly associated with the chance of having higher level of Trauma 

insurance and IP insurance in the binary regression analysis. Those who worked in the financial 

services industry showed a significant association with a higher chance of having all four types 
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of personal insurance policies. Religious status showed a significant association with the 

likelihood of having all four personal insurance types. Jewish people showed a higher 

likelihood, whereas ‘no religion’ category showed a lower likelihood in relation to purchasing 

Life insurance policies. As for TPD insurance, Judaism and Islam showed a higher likelihood 

of purchasing this cover, while the ‘no religion’ category indicated a lower likelihood. 

Regarding Trauma insurance, only the ‘no religion’ category showed a lower likelihood of 

purchasing this cover. However, for IP insurance, no such association was demonstrated. This 

means respondents who practised Judaism appeared more likely to purchase Life and TPD 

insurance, however they did not always hold the top level of cover. The ‘no religion’ category 

showed a lower likelihood of buying TPD and Trauma insurance categories. Overall, it could 

be concluded that on average Jews, Hindus, Christians, and Muslims were the most insured 

respondents across all personal insurance policies.  

 
In comparison with females, more males had all four types of personal insurance policies. For 

Life and TPD insurance types, the 25-34 age category, the 35-44 age category, the 45-54 age 

category, and the 55-64 age category showed a significantly higher likelihood of obtaining 

policies. For Trauma and IP insurances similar associations were detected; the 25-34 age 

category, the 35-44 age category, the 45-54 age category, and the 55-64 age category showed 

a significantly higher likelihood of obtaining policies. Those who had a bachelor degree, and a 

postgraduate degree were more likely to have Life and TPD insurances. However, only 

postgraduate degree holders showed a significantly higher chance of obtaining Trauma 

insurance and IP insurance. Those who had an income of $130,000 had a significantly higher 

likelihood of obtaining Life insurance. However, those in the $58,000, $130,000 and $180,000 

income groups showed a higher likelihood of having both TPD and Trauma insurance. 

Similarly, those three income groups also had higher likelihood of holding IP insurance. 

 
The PIH findings were very important because this information helped to answer the research 

questions, as to which personal characteristics had an effect on personal insurance purchase. It 

was established that respondents who held higher levels of personal insurance on average were: 

full-time workers and self-employed people; those who worked in the financial services 

industry; Jews, Hindus, Christians, and Muslims; males; respondents aged 35-54; bachelor and 

postgraduate degree holders; people earning above $130,000 per annum. It does not mean, 

however, that these groups were adequately insured, because as identified in this thesis, most 

people were underinsured. These findings add more academic understanding to the current 
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literature pool and assist in addressing the gap which exist due to the lack of academic research 

conducted in this area. 

 

8.4.4    Comparison between PIC, PIL and PIH 
 
It was found in the survey that some groups were overconfident about their level of 

understanding of personal insurance, because their PIC understanding levels were not in line 

with their PIL levels, which is of concern, because people could have a wrong understanding 

about personal insurance products and, as a result, base their decision to purchase the cover or 

not to purchase it on the incorrect information and overconfidence. Furthermore, some 

demographic groups were also found to be overconfident about holding adequate coverage, 

because their PIC adequacy scores were not always in line with their PIH levels.  

 
It was found in the survey that those respondents who had higher levels of personal insurance 

literacy (PIL) were more likely to have personal insurance policies (PIH). This finding is in 

line with the suggestions of informed participants in Stage One and highlights the importance 

of having high levels of financial literacy, and insurance literacy, in particular.  

 
These findings are important, because the demographic groups which were found to be 

overconfident would potentially be making personal insurance purchase decisions based on 

misconceptions (this was also discussed in the literature), which can result in them being 

underinsured. Since people with higher PIL levels on average were found to have higher PIH 

levels, it can be suggested that working on increasing insurance literacy levels among 

demographic groups with low PIL scores, has the potential to decrease the problem of 

underinsurance. Furthermore, these findings provide an important addition to the current pool 

of literature on personal insurance and personal insurance literacy, in particular.  

 

8.4.5    Personal insurance need (PIN) 
 
Respondents’ PIN levels were also identified, and it was found that retired respondents had the 

highest need for Life and TPD insurances compared to students, who had the lowest PIN value, 

meaning that they had less need for personal insurance policies. For IP insurance, full-time 

workers reported the highest level of PIN levels. Those respondents who worked in the 

financial services industry reported higher levels of PIN for Life, TPD and IP insurances 

compared to those who did not. The highest levels of PIN for Life and TPD insurances were 

recorded for those respondents who did not provide an answer about their religious views. For 

IP insurance, the highest PIN level was reported for respondents practising Judaism. Males, 
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compared to females, showed higher levels of PIN for Life, TPD and IP insurances. The highest 

need for Life and TPD insurances was identified for those aged 65 and above, whereas for IP 

insurance, the highest need was reported for the 35-44 age group. The highest PIN levels for 

Life, TPD and IP insurances were recorded for postgraduate degree holders. In relation to 

income levels, participants earning $180,000 per annum and above were reported to be in 

higher need for Life, TPD and IP insurances. PIN levels for Trauma insurance was same for all 

respondents. 

 
These findings are important, because they can be used by the financial services industry to 

help in targeting the demographic groups which were found to have high PIN values and 

ensuring that they conduct a review of their personal insurance needs and purchase an 

appropriate level of cover. This could assist in reducing the underinsurance problem in 

Australia. 

   

8.4.6    Personal insurance shortfalls (PIS) 
 
PIS levels were identified for each demographic group to ascertain if PIS levels were be in line 

with PIN levels. If it was found that high PIN values resulted in high PIS values, it was 

suggested that those demographic groups did not hold sufficient amount of personal insurance 

to decrease their insurance needs. However, for those respondents whose lower PIS values 

were not in line with their high PIN values, it could be suggested that they held enough personal 

insurance to at least decrease their PIN levels. Retired respondents were found to have the 

highest shortfall, which indicated that for their PIN level, they were underinsured. The highest 

PIS levels under IP insurance were reported for full-time workers, which was in line with their 

high PIN value, suggesting that they were underinsured. Under Trauma insurance the highest 

PIS levels were recorded for homemakers and students, which is not surprising because these 

two groups did not have any Trauma insurance at all. Those respondents who worked in the 

financial services industry were reported to have higher PIS levels compared to those who did 

not work in the industry, suggesting they were underinsured. When it came to religion, 

respondents who reported the highest PIS values for Life and TPD insurances were those who 

did not practice any religion. This may be because their PIH levels were low. The highest PIS 

level under Trauma insurance was recorded for Buddhists and ‘other’ religion, which was 

because these two groups did not hold any Trauma insurance. Females reported higher PIS 

levels, compared to males, which was not in line with their PIN levels, suggesting that women 

were underinsured. In relation to the age groups, it was found that respondents aged 65 and 



 331 

above had the highest PIS levels, which was in line with their PIN levels, suggesting that they 

were underinsured. The highest PIS for IP insurance was reported among the 25-34 age group, 

which was not in line with their PIN scores, suggesting that they were underinsured. The 

highest PIS for Trauma insurance was reported for the 18-24 age group, which was because 

they were found to be considerably underinsured. In relation to education groups, it was found 

that ‘TAFE’ category had the highest minimum PIS for Life insurance, which was not in line 

with PIN levels, as TAFE graduates did not record high PIN, which could suggest that they 

were underinsured. ‘Postgraduate’ category reported the highest minimum PIS for TPD 

insurance, which was in line with their PIN values, suggesting that although they held the 

highest levels of personal insurance, they still did not have enough to reduce their PIN levels 

and subsequently making them not sufficiently insured at least under TPD insurance. Bachelor 

degree holders were reported to have the highest levels of PIS for IP insurance, which was not 

in line with their PIN values, suggesting they were underinsured. Year 10 graduates were found 

to have the highest shortfall under Trauma insurance, which was because only one respondent 

reported to have some amount of Trauma insurance. In relation to income levels, it was found 

that the ‘$130,000’ group reported the highest PIS values for Life, TPD and IP insurances, 

which was not in line with the PIN values, suggesting they were underinsured. For Trauma 

insurance, the highest shortfall was recorded for the ‘$27,000’ income group, as only one 

respondent had some amount of this cover.  

 
The above findings indicate that although some demographic groups were reported to hold 

higher levels of personal insurance compared to other groups, they were still heavily 

underinsured due to having high levels of shortfall. This can suggest that having more personal 

insurance cover compared to others, may not necessarily mean that those individuals are 

adequately insured. As a result, these findings should suggest the need for people to more 

carefully consider their personal insurance needs.  

 

8.4.7    PIS analyses for each respondent  
 
When PIS levels were identified for every individual respondent, it was found that 59.2 percent 

of respondents were largely underinsured or did not have any personal insurance coverage. It 

does not mean, however, that the rest of respondents were appropriately insured. It was found 

that 13.1 percent of respondents were overinsured or had sufficient Life and/or TPD insurance. 

Another 12 percent of respondents were overinsured or had sufficient amount of Trauma and/or 

IP insurance. Respondents who were overinsured or had sufficient amount of cover across 
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different personal insurance types accounted for 8.2 percent. This meant that 33.3 percent of 

respondents were overinsured or had sufficient amount of cover at least for one personal 

insurance type. Only one respondent was overinsured in relation to all personal insurance types, 

including being adequately insured under maximum requirements for Life and TPD insurance. 

These conclusions are in line with the industry research and responses from the informed 

participants, which state that, on average, Australians are significantly underinsured. These 

findings will add to the existing pool of academic literature in relation to personal insurance 

and the underinsurance problem in Australia.  

 
The survey attempted to answer the research questions and in addition to determine if 

Australians are underinsured, as was indicated in many industry publications. The research 

questions were broken into two parts: factors and personal characteristics. Various factors 

which acted as motivators and deterrents were established in the interviews with the financial 

advisers and consumers. It was also agreed by all financial advisers that Australian are heavily 

underinsured. The survey collected a lot of information, however due to PhD thesis limitations, 

it was mainly used to ascertain which demographic groups held most personal insurance 

products in order to answer specific research questions. However, the information collected 

was also used to expand the findings in order to add scholarly input to the current literature 

pool. As a result, the research questions were answered, and in addition more valuable findings 

were established to help the industry and individuals to address the issue of underinsurance.  

 

8.5    Research contribution  
 
The aim of this research was to extend the understanding of personal insurance decision making 

in Australia, and in doing so contribute to the body of knowledge, practice and policy. An 

overview of the contributions of this research are discussed below.  

 

8.5.1   Academic research  
 
As noted above, the academic literature on personal insurance only started to emerge recently 

in context of financial literacy and insurance literacy. However, those studies considered Life 

insurance only and did not explicitly examine what factors act as motivations and deterrents 

when purchasing personal insurance policies.  

 
Taking the above-mentioned limitations into account, this thesis endeavoured to address these 

limitations by examining Life, TPD, Trauma and IP insurances. This thesis is one of the first 

academic studies to consider in detail the purchasing decisions of Australians in relation to the 
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personal insurance, as well as trying to measure their literacy and whether this is related to 

them having adequate insurance coverage. The findings indicate that the main reasons for 

taking out and not taking out personal insurance products were largely in line with the ones 

proposed by the industry. The main contributions to the current pool of knowledge came from 

assessing the personal characteristics, which were examined in relation to PIC adequacy and 

PIC understanding, PIL, PIH, PIN and PIS. The findings indicate that various demographic 

groups were overconfident under both, PIC adequacy, and PIC understanding. This is because 

their PIC levels were higher than their PIL and PIH levels. Furthermore, it was found that 

personal insurance literacy levels were low for most participants for all four types of covers, 

however Trauma insurance recorded the lowest level of understanding. The PIH levels were 

also low for most participants, however for some demographic groups it was lower than for 

others. Further contributions were made by examining PIN and PIS values and the findings 

indicate as to which demographic groups were found to be most in need of personal insurance 

and which were most underinsured.  

 
Another important contribution of this thesis is in the area of insurance literacy. Among other 

things, this thesis performed statistical analyses to test if people who had higher literacy scores 

were more likely to hold personal insurance policies. It was found that having Life, TPD, 

Trauma and IP insurances was significantly associated with higher PIL scores meaning that 

people who had a better understanding about personal insurance products, were more likely to 

purchase the coverage. It may not always necessarily be an adequate amount; however, some 

cover is better than no cover.  

 
This study will add a valuable contribution in the current pool of academic literature and will 

help to raise awareness of the importance of insurance illiteracy among the Australian 

population and highlight the importance of having adequate personal insurance policies. All 

the above findings are addressed at achieving one main goal: decreasing underinsurance among 

Australians.  

 

8.5.2    Practice 
 
In terms of contributions to practice, the findings of this dissertation provide insights that 

should also be of use to practitioners. In particular, it was identified that consumers do not trust 

insurance companies, because people think the insurer will not pay the claim. Another point 

made was that insurance companies treated people with suspicion when those insured were 

making claims. However, financial advisers were ‘blaming’ insured individuals for not 
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disclosing their medical history and other factors correctly, hence getting a rejection at the time 

of claim. The ‘trust’ issue was also addressed in the interviews with informed participants, 

where they suggested that one of the reasons people do not take-out personal insurance policies 

is because they do not trust insurance companies and financial advisers. These findings could 

prompt the insurance industry to reconsider the way they approach insured individuals making 

claims and perhaps make the claiming process more transparent, as well as ensuring financial 

advisers thoroughly explain to their clients the consequences of non-disclosure of vital 

information. Additionally, improved insurance literacy of the insured may make them better 

appreciate what insurance does and does not cover, as well as the importance of accurate 

disclosure.  

 
The perception of ‘value’ was another important aspect which needs to be addressed by the 

insurance industry and financial advisers, in particular. It was found that people did not see the 

value in personal insurance products, mainly because they did not have liabilities, dependents, 

good understanding about the importance of cover and did not believe something bad would 

happen to them. Another reason for not seeing the value was overreliance on government 

benefit payments, believing that government support would be sufficient to cover all the 

expenses. An interesting point raised by one of the consumers was that a high volume of 

advertisements on television about insurance ‘devalues’ it in their eyes. Consumers also stated 

that they saw personal insurance as an ‘optional’ cover, whereas general insurance as a ‘must 

have’ cover.  

 
Financial advisers confessed that they felt they needed to ‘disturb’ their clients by telling them 

about previous claims made by other clients in order to show them the value of personal 

insurance and subsequently sell the product. It may be questionable whether this tactic is an 

appropriate way to influence people’s decisions about important matters. The important aspect 

here which needs to be addressed is the concept of strategic advice rather than simply selling 

insurance products. 

 
Another important factor discussed was knowledge. It was identified in the literature review 

that people had a very poor understanding about personal insurance, which was referred to as 

‘insurance illiteracy’. When consumers were asked how their knowledge could be improved, 

most of them stated that they would appreciate educational advertisements on television or 

some articles on the internet written by independent bodies, such as universities. They did not 

want to see ‘advertisements’ which were designed just to ‘sell’ them the product. Interestingly, 
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no interviewed consumers mentioned seeing a financial adviser as a way to increase their 

knowledge. These responses appear to indicate that the general public does not see financial 

advisers as a source of information and education, but rather just ‘sales people’ who have a 

vested interest to sell the product. This highlights the need to consider what needs to occur to 

lift the perception of financial advisers from a ‘sales person’ to a trusted professional.  

 

8.5.3    Policy 
 
A repeated theme in the dissertation was that policy makers have played an important role in 

the insurance industry with many laws and regulations put in place in the past twenty years. 

Most of those were aiming to improve the quality of advice, to introduce legal dispute 

procedures for clients, to eliminate commissions and to increase educational requirements for 

anyone wanting to work as a financial adviser. However, it was found through the interviews 

and the survey that people do not generally trust the insurance industry as a whole, and financial 

advisers, in particular. This could mean that further reforms and/or a different approach to 

regulation in this area is required. The results of this thesis support policy changes which 

simultaneously strengthen the stability and positive perception of the personal insurance sector 

in Australia. 

 
This research has a lot of policy implementation to learn from, both for the government policy 

makers and industry practitioners. The regulators, such as ASIC, could develop some 

benchmark around what types of personal insurance products are recommended and what 

would be the minimum amount of coverage. In addition, the insurance industry could develop 

various benefit packages to encourage and attract more people to take out personal insurance 

policies. Introducing legal policies to further support and protect the general public would be 

beneficial in encouraging more people to purchase personal insurance and in turn, to decrease 

underinsurance in Australia.   

 

8.6    Recommendations 
 
The findings from the interviews and the survey have prompted a number of recommendations. 

The recommendations outlined in this section are for the attention and benefit of the financial 

planning industry, financial advisers, consumers, governments, and regulators alike.  

 
From the interviews with informed participants and the survey, it was found that insurance 

literacy and trust were important factors responsible for people taking out or not taking out 

personal insurance products. Furthermore, many people perceived financial advisers as ‘sales 
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people’, who were merely interested in selling the insurance product. In addition, it could be 

suggested that financial advisers may have a key role in improving the insurance literacy of 

Australians. However, before they can improve the literacy levels of Australians, it is important 

that the general public changes the perception about the insurance industry, develops trust and 

perceives financial advisers as professionals who can educate their clients and provide best 

suited advice. Hence, one of recommendations would be that the financial planning industry 

needs to make a change to the way they assess the performance of their representatives, from 

the number and volume of sales to education and quality advice provided to clients. In working 

with clients, financial advisers should not be under pressure from their employers to ‘sell’ more 

products to retain their employment, but instead educating clients and looking after their 

financial well-being. Before commissions on new superannuation and investment products 

were banned on 1 July 2013, it was less possible for the financial planning businesses to change 

their key performance indicators (KPIs), as the volume of ‘sales’ was directly linked to the 

revenue generated. Now, however, it is possible to change KPIs, because financial advisers 

charge fees for services they provide (Seeto, 2020), which reduces any financial interest they 

were receiving previously from commissions paid by companies whose products they ‘sold’. 

It is important to remember that if the insurance industry itself treats their representatives 

(financial advisers) as ‘sales people’ who sell financial products, such as personal insurance, 

everyone else may see them the same way. The reason why this recommendation is practical 

and worthy of consideration is because the industry is highly regulated and financial advisers 

are now required to be highly qualified in the area of investments, insurance, superannuation, 

retirement and the like. The issue is when success is measured by sales and income, it 

encourages financial advisers to not have clients’ best interest at heart and subsequently to be 

more likely to sell products which are not always suitable for their clients. The reason for this 

recommendation is to encourage change in this area and to make experience of seeing a 

financial adviser better for the general public, as well as increasing their financial wellbeing. 

Furthermore, in the long run, those financial advisers who provide best possible advice to their 

clients, leaving them in a more prosperous financial position, would have a larger client base, 

compared to those who have to provide advice designed to assist in meeting his/her sales 

targets.  

 
Another potential problem is that people can obtain personal insurance policies directly from 

the insurance companies. Without proper professional advice, people may not have adequate 

insurance literacy to purchase the appropriate types and levels of personal insurance.  This may 
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need to be changed, as people may not be aware of how much insurance coverage they really 

need to be adequately protected, hence the potential problem of underinsurance, which, as 

discussed earlier in the thesis, has numerous negative consequences for individuals and the 

society as a whole. One option might be for the recommendation to see a financial adviser in 

order to takeout a personal insurance policy. In this way a person could see a financial adviser, 

pay for the visit to get a proper advice, which would consider their financial situation and 

ensure full protection for themselves and their dependents. At the same time, an adviser could 

educate their clients and subsequently increase their financial literacy. It is suggested that 

financial advisers are the best suited professionals to educate their clients, because of the new 

education and training requirements in place.  

 
It was found in the interviews and the survey that people do not have a positive image about 

insurance companies and financial advisers, in particular. The possible recommendation could 

be for the financial planning industry and insurance companies to raise their profile in a positive 

way. This could include announcements on television and radio about the fact that insurance 

companies do pay out most of claims (InsuranceWatch, 2020); and that financial advisers are 

qualified and trustworthy professionals who provide advice with clients’ best interest at heart. 

It could also be helpful if the policymakers could assist by promoting a more positive image 

about the insurance industry and insurance companies to the general public, emphasising that 

financial advisers are adequately educated with university degrees, and are required to have 

clients’ best interest at heart. Furthermore, policymakers and advisers could raise the awareness 

of the importance of full and true disclosure to help in reducing unpaid claims. Policymakers 

could also encourage or legislate that insurance companies provide a simple checklist or 

standard insurance contracts to try to decrease the confusion and variability between insurance 

companies. If positive messages were conveyed to the general public, slowly the negative 

perception of the industry and financial planning, in particular, would change. However, at this 

stage, it feels that the policymakers attack the insurance industry, portraying them as 

untrustworthy and in need of being heavily monitored with continuously increasing the 

regulatory requirement around the industry. A recommendation is that there needs to be more 

disciplinary action against financial advisers who breach their duty of care, as all of the industry 

can be tainted by these at fault advisers. Furthermore, the general public should be encouraged 

to look up the financial adviser register,94 which lists all the details about their financial adviser, 

the advice they can provide, their education level and any disciplinary actions against the 

 
94 https://moneysmart.gov.au/financial-advice/financial-advisers-register  

https://moneysmart.gov.au/financial-advice/financial-advisers-register
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adviser. This could provide some peace of mind to people wanting to seek advice from a 

particular financial adviser.    

 
Some could argue that for the policymakers to draw a more positive picture it can only be 

possible when the insurance industry itself changes the way it sees its representatives (financial 

advisers) and how it conducts its business. Recently, Robertson (2020) wrote an article about 

why the Federal Government's Financial Adviser Standards and Ethics Authority (FASEA) 

exist. Robertson referred to Glenfield, who is a head of FASEA, saying that while other 

professions regulate themselves, financial advisers have proven incapable of self-regulation. It 

was further pointed out that the long history of financial advisers ‘ripping off their clients’, 

which was the main factor which led to the Banking Royal Commission of 2018, has forced 

the Government to step in to regulate the industry. Robertson pointed out that AMP is the 

biggest ‘network of financial planners’ in Australia, but still sees their financial advisers as ‘a 

sales force to get people to put their money into AMP’s managed funds’. Robertson formed 

this opinion based on what Chief Executive Officer of AMP Francesco De Ferrari said when 

briefing financial analysts about AMP’s results that money invested in AMP products per 

adviser have increased by 28 percent, year-on-year. Robertson pointed out that this seems to 

be the indicator of how the industry measures the success of its advice providers, clearly, not 

by the quality of the advice.   

 
It was found in the interviews with consumers that not everybody is aware of a profession such 

as financial advisers/planners or only heard negative things about them. Therefore, it would be 

beneficial to highlight the role of a financial adviser as a highly qualified professional with 

appropriate university qualification, who conducts business with clients’ best interest at heart 

and who is heavily regulated. It would also be helpful to explain to the general public what 

financial advisers do and what services they provide. These announcements could be made by 

the financial planning industry on television and radio to ensure that as many people as possible 

would be made aware of this. In addition, the general public also needs to be made aware that 

it can be important to seek professional advice in relation to personal insurance, as opposed to 

purchasing the cover directly from the insurance companies or their sales partners or by 

telemarketing. This is because those consumers cancel their direct insurance policies in very 

high numbers within the first three years (Australian Securities and Investments Commission, 

2018). Additionally, direct Life insurance policies sold over the phone were more likely to be 

rejected when a claim was made, due to the lack of proper underwriting at the time when the 

cover was purchased (Australian Securities and Investments Commission, 2018; 
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InsuranceWatch, 2020), leading to more claims being unpaid and more customers left without 

much needed financial support during difficult times. Such non-payment then can feed into the 

negative perceptions about insurance and a lack of trust.   

 
To increase the number of people seeking financial advice through a financial adviser would 

be to introduce a government scheme, similar to Medicare, where a visit would be funded 

through taxpayers’ money to ensure that everyone can get a financial advice. This would make 

seeing a financial adviser more affordable to everyone. This is important as income levels 

appear to be related to the ability to purchase personal insurance. Alternatively, the fees paid 

to a financial adviser to be eligible for either tax deduction or tax rebate for all clients, not just 

customers seeking advice for business purposes. Alternatively, more types of personal 

insurance could be held through people’s superannuation accounts to reduce the direct cost of 

the premiums. However, there are many disadvantages of holding personal insurance within a 

superannuation fund, which were discussed earlier in the thesis.  

 
The survey found that overall respondents had low levels of insurance literacy and people who 

had higher levels of insurance literacy were more likely to hold personal insurance policies 

compared to those who had low levels of literacy. One of the recommendations from these 

findings would be to increase insurance literacy of the Australian population by introducing 

compulsory personal finance subject at school, which, among other things, will explain 

personal and general insurance concept and explain the importance of both. Furthermore, 

resources would need to be developed to assist teachers to deliver workshops on financial 

literacy. In this way, even if people do not go on to study at university or study courses which 

do not include personal finance, they would still be aware of the personal insurance and the 

importance of having an adequate protection.  

 
In addition, financial planning companies or individual financial advisers could prepare leaflets 

with a short explanation about the importance of adequate personal insurance policies and the 

potential cost of underinsurance, which could be left at nearby businesses, such as supermarket, 

bakery, and the like, hopefully prompting people to think about their financial situation. They 

can also have educational information available on their websites, however the only people 

who will read it would be those who visit their website, which may not capture a sufficient 

audience. They could also get in touch with other businesses, such as accountants, mortgage 

brokers, real estate agents and the like, so that they could refer clients to financial advisers. 

Another recommendation would be for financial advisers to directly target lower income 
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earning individuals (since, on average, they have lower levels of insurance literacy) and explain 

to them the importance of personal insurance. This could include going out to their work places 

with short seminars or organising seminars at Centrelink. Centrelink could also encourage 

people to do financial literacy courses as part of the requirement to receive government 

benefits. The counter argument by financial advisers could be that those individuals would not 

be able to afford both: the adviser fees and adequate personal insurance policy, making it 

financially unattractive for financial advisers to engage in such activities. This, once again, 

goes back to the affordability of getting financial advice. It could be argued that increasing 

financial literacy of the Australia population is a joint responsibility, as a result it would be 

helpful if organisations and businesses could assist the financial planning industry to continue 

their efforts in increasing the awareness and understanding of the importance of holding 

adequate personal insurance policies.  

 
The empirical findings also showed that people generally do not see value in personal 

insurance. One of the recommendations would be to increase the awareness of the importance 

of holding adequate personal insurance policies and the potential costs of underinsurance by 

providing statistical information to people possibly through television, radio programs and the 

internet, as well as newspaper and magazine publications.   

 
The findings demonstrated that the main motivations to purchase personal insurance were 

brought by the changes in the personal circumstances, such as getting married, having children, 

and buying a house with borrowed funds. With this in mind, one of the recommendations would 

be to target those individuals at these stages in their life to explain to them the importance of 

protecting themselves and their families at the time of changes to their circumstances. This 

would include getting in contact with maternity wards, marriage celebrants and different places 

of worship, mortgage brokers, real estate agents and the like and asking them to provide 

information leaflets to their clients (patients/followers/members/customers). This could 

include a brief explanation about the importance of adequate personal insurance policies, the 

potential costs of underinsurance and contact details of professional bodies.  

    

8.7    Limitations of the study 
 
A number of limitations were evident in this research that should be acknowledged. Firstly, 

general insurance was not explicitly examined in this dissertation. Although, for comparison 

purposes, questions on general insurance were asked in the survey, there was no detailed 

discussion about it in the analysis section. It was more important to address the underinsurance 
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in relation to personal insurance and ascertain what factors and personal characteristics serve 

as motivations or deterrents when purchasing personal insurance products.   

 
A second limitation was that interviews with informed participants and consumers, as well as 

survey, were carried out in two geographic locations: namely the Gold Coast and Brisbane. 

The reason for this restricted location was the place of study and residence of the researcher. It 

was not plausible to travel to farther locations, due to financial and family constraints. This 

limitation needs to be kept in mind, as the population of the Gold Coast and Brisbane may not 

necessarily be representative of the whole Australia.  

 
A third limitation was that respondents in one category were overrepresented from one place 

of work. An example of this would include casual employees, who were asked to participate in 

the survey by the researcher from her place of study and work. Most of casual employees were 

teachers from Griffith University working in the Accounting, Finance and Economics (AFE) 

department. It is fair to assume that those people would have more knowledge about personal 

insurance compared to the general public. However, the overall number of ‘casual’ employees 

was only twelve, therefore it was decided that the results derived from this group, were not 

entirely useful to draw conclusions.   

 
A fourth limitation was that some respondents refused to answer various questions in the survey 

or answered them incorrectly, which could potentially distort the analyses. This could have 

been particularly evident with Life and TPD insurances, where most working people would 

have some amount of cover inside their superannuation fund. However, many individuals could 

have been simply not aware of it, and as a result could have replied that they did not have any 

Life and TPD insurance coverage.  

 
Finally, this research is based on sensitive information relating to individuals’ insurance 

literacy and what drives their decisions to purchase personal insurance products. It is likely that 

some individuals, both in the face-to-face interviews and the survey, could have answered in a 

way that portray their ability/knowledge/possession of personal insurance policies on a higher 

scale than that of reality due to being self-conscious or ashamed of their true capabilities. 

Alternatively, they may have misinterpreted the questions due to having low literacy.  
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8.8    Future research 
 
The findings from the interviews with financial advisers concluded that people did not have a 

positive perception about financial advisers and insurance companies. The main reason 

identified for this was due to the lack of trust towards insurance companies, this appears to be 

due to insurance companies denying claims. The possible future academic research could 

include identifying the percentage of claims made under personal insurance policies which 

were paid out and the percentage, which was not, and the reason why. Since it is claimed that 

more than 90 percent of Life/TPD/Trauma/IP insurances claims are paid by insurance 

companies (InsuranceWatch, 2020), it would be interesting to know what are the reasons why 

the remaining percentage of claims are declined. When claims are denied, insurance companies 

are often perceived unfavourably by the general public, however, it could be that the non-

payment of claims was due to non-disclosure of essential information by the insured at the time 

of applying for the policy (InsuranceWatch, 2020). To know this for certain, it would be 

essential to conduct an independent analysis as to whether the rejection would appear to be 

valid. If such research could identify that all declines were due to a non-disclosure by the 

insured, then this could hopefully improve the perception and image people have about the 

insurance companies, and more importantly encourage the general public to provide an honest 

disclosure when applying for personal insurance policies. However, it is important that this 

research is done by the independent academics and not by the industry participants, which 

could be seen as being biased. It could also be helpful to publish academic articles identifying 

how many claims are being paid, which could increase the level of trust the general public has 

towards insurance companies.      

 
It was identified in the interviews that the general public does not necessarily see the value in 

personal insurance policies. Informed participants indicated that if consumers did not 

understand the importance and the value of personal insurance, they would not purchase those 

policies. Furthermore, it was found that many people saw general insurance policies as more 

valuable, compared to personal insurance policies, perceiving them as optional covers. More 

research could be conducted to determine what drives the perception of value and how this 

perception could be improved for personal insurance.  

 
It was found in the interviews and the survey that people have very low levels of knowledge 

about personal insurance products, which can be referred to as insurance illiteracy. It was 

interesting to learn that when consumers were asked how their knowledge could be increased, 



 343 

none of them mentioned seeing a financial adviser to obtain educational information. This is 

strange, because it would seem that the best professionals to explain the different types of 

personal insurance products are financial advisers. Possible future research could involve 

conducting a study about different ways trust could be established between advisers and their 

clients.  

 

Another possible future research could include conducting a more detailed study about the 

variables and personal characteristics, including confidence levels, and examining whether 

there is a link to an increased personal insurance uptake. Importantly, research could consider 

the effectiveness of educational materials produced to increase the level of insurance literacy 

in Australia.  

 
Further research could include answering two possible questions:  

 
1. Does having a financial adviser mean people have higher financial/insurance literacy? 

2. What are effective ways to increase people’s financial/insurance literacy?  

 
Another area for future research could include a more detailed discussion about general 

insurance and the reasons why people purchase those types of covers. Future research could 

compare the amount of coverage people have under general insurance and personal insurance 

policies.  

 
Future research can also be done to explore insurance purchase and non-purchase for small 

businesses. Since there are 2,066,523 small businesses in Australia, accounting for 97 percent 

of all Australian businesses by employee size (Australian Small Business and Family 

Enterprise Ombudsman, 2016), it would be important to make sure they are protected in case 

of any negative events taking place. All insurance types for small businesses could be important 

to examine, especially key person insurance and business interruption insurance.  

 

8.9    Conclusion 
 
This chapter presented a summary of the findings of the research questions along with 

recommendations formulated from the outcome of the data collected from the interviews and 

the survey. Contributions to practice, policy and academia were also presented followed by 

identifiable limitations and ideas for future research. 

 
Over the course of history, insurance has played an important part of how people can manage 

risk. This thesis has sought to investigate how Australians can use personal insurance products 
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to manage their risk in relation to death, income, disability, and serious illnesses. Using a mixed 

method approach to examine the research questions, the thesis investigated the motivations and 

deterrents in relation to personal insurance purchase. It also examined various demographic 

factors which were shown to affect personal insurance purchase habits.  Overall, the outcome 

of the research suggests that the general public is heavily underinsured, driven primarily by 

low insurance literacy, a low perception of value of insurance and lack of trust in relation to 

insurance companies, products, and financial advisers. Furthermore, low insurance literacy 

leads to poor understanding of the need for adequate personal insurance policies, and, as a 

result, inability to see the value in personal insurance. Lack of value was considered to be one 

of the most important deterrents when contemplating personal insurance purchase.   

 
Overall, the findings of the research suggest that the general public has very low levels of 

insurance literacy, which subsequently leads to a significant underinsurance problem in 

Australia. To reduce the levels of underinsurance, the research questions aimed to determine 

the motivations and deterrents in relation to decision-making processes when buying personal 

insurance policies. These issues are systematic and will require a sustained effort by all 

stakeholders to develop a trusted profession, or consider a complete rethink of the provision of 

personal insurance in Australia. These results contribute to the current literature on decision-

making processes and should be of interest to the insurance industry, to financial advisers and 

to the general public. With a better understanding of what factors and personal characteristics 

motivate people to purchase personal insurance products, recommendations have been 

formulated to try to ensure that more Australians are able to make better decisions about 

managing their risks. 
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Appendix 1 (a) 
 

Examples of interview questions with informed participants:  

1. What are Australians’ perceptions about personal insurance? 

2. How would you describe Australians’ knowledge about personal insurance products?  

3. How do Australians perceive personal insurance products compared to general 

insurance products (such as house and contents insurance)?  

4. What factors encourage your clients to purchase appropriate personal insurance 

products?  

5. What factors lead to a person being self-driven to purchase personal insurance 

products?  

6. What factors lead to person cancelling their existing personal insurance products?  

7. What deters people from purchasing insurance products?  

8. What do you think is ‘adequate personal insurance coverage’ for a client/person?  

9. Is there anything else you would like to say about personal insurance?  

Appendix 1 (b) 
 

Examples of interview questions with consumers: 

1. What is your perception about personal insurance? 

2. How would you describe your knowledge about personal insurance products? 

3. How do you perceive personal insurance products compared to general insurance 

products (such as house and contents insurance)? 

4. What factors do you think (would or have) encourage/d you to purchase appropriate 

personal insurance products? 

5. What factors would lead you to be self-driven to purchase personal insurance products? 

6. What factors have led you to cancel existing personal insurance products?  

7. What deters you from purchasing personal insurance products? 

8. What do you think is ‘adequate personal insurance coverage’ for you?  

9. Is there anything else you would like to say about personal insurance? 
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Appendix 2 
 

Examples of survey questions:  

1. I wish to proceed to the survey questions 

2. I have read and understood all the information on this page and would like to go ahead 

3. Question 1: What is your age? 

4. Question 2: What is your gender? 

5. Question 3: What is your highest level of education? 

6. Question 4: What is your employment status? 

7. Question 5: Do you work or have you ever worked in the financial services industry? 

8. Question 5(a): If you have worked in the financial services industry: 

9. Question 6: Approximately what was your income before tax in the year ended 30 June 

2014? 

10. Question 7: Does anyone rely on you or your salary and if so, how many people?  

11. Question 8: If you have indicated that there are individuals who rely on your salary, 

please indicate how many in total. 

12. Question 9: Do you identify with any religious group? 

13. Question 10: In which country were your parents born? 

14. Question 11: In which country were you born? 

15. Question 12: I have a thorough understanding of … : 

a. Life insurance 

b. Total and permanent disability 

c. Income protection 

d. Trauma cover 

e. House insurance 

f. Contents insurance  

g. Comprehensive car insurance  

h. Private health insurance  

      16. Question 13: I think the best way to increase awareness about personal insurance is                                                                             

to…:               

                        a. Show more television advertisements                           

                        b. Talk to my family and friends                    

                        c. Doing my own research         
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                        d. Introduce some personal finance courses at high school (years 10, 11, 12) 

      17. Question 14: I think my understanding about personal insurance could be improved 

by…:                         

                        a. Having more television advertisement 

                        b. Talking to family and friends 

                        c. Doing my own research 

                        d. Having more information provided by insurance companies 

                        e. Having more materials provided by universities, TAFE, etc. 

                        f. Seeing a financial adviser 

18. Question 15: Do you currently have a financial adviser/planner? 

19. Question 15 (a): If no, have you had a financial planner in the past? 

20. Question 15 (b): If yes, why did you stop the relationship with your financial planner? 

21. Question 15 (c): If yes, please indicate to what extent do you agree or disagree with the 

following statements: 

                  a. I see my adviser at least 2 times a year  

                  b. I trust my adviser  

                  c. I believe my adviser is helpful and informative  

                  d. My adviser helps me make financial decisions with confidence  

22. Question 16: Please indicate to what extent you agree with the following statements: 

                  a. I have adequate life insurance protection  

                  b. I have adequate total and permanent disability protection 

                  c. I have adequate income protection  

                  d. I have adequate trauma cover protection  
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23. Question 17: Can your insurance company refuse your claim because you did not fully 

or accurately complete the application or renewal documents? 

24. Question 18: Is there a ‘cooling off period’ after taking out any personal insurance 

policy during which time you can cancel the policy and have your premium fully refunded? 

25. Question 19: Which of the following is a possible waiting period for income protection? 

                  a. 30 days 

                  b. 50 days  

                  c. 70 days  

                  d. 100 days  

                  e. Don't know 

26. Question 20: Does life insurance pay for a claim under suicide in the first 12 months of 

the policy? 

27. Question 21: Total and permanent disability (own) policies will pay out if a person is: 

                 a. Off work for 6 months 

                 b. Unlikely to ever work again 

                 c. Pregnant  

                 d. Don’t know 

28. Question 22: There is no way to access life insurance benefits while I am still alive: 

                 True 

                 False 

29. Question 23: The premiums for trauma cover are tax deductible: 

                 True 

                 False 

30. Question 24: Please indicate the approximate market value of your household assets. 
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31. Question 25: Please indicate the approximate level of your outstanding household 

liabilities/debt. 

32. Question 26: Do you have Life insurance? 

33. Question 26 (a): If yes, please indicate to what extent you agree or disagree with the 

following statements       

I purchased life insurance because …: 

                a. I have dependents (e.g. spouse, children etc.) and want to make sure they are 

looked after in case I die  

                b. I have liabilities/debts (e.g. mortgage, credit card debt etc.) and want to make 

sure they are paid in full in case I die  

                c. It is a cultural/family norm for us to have life insurance 

                d. I am a responsible person and I think having life insurance is a responsible 

thing to do 

               e. I like to have things under control and for me having life insurance makes me 

feel in control  

               f. I, or someone I know, suffered some life changing event which was covered by 

insurance policy and insurance was paid out 

               g. I see value in life insurance 

               h. It is important for me to have life insurance 

               i. There is a high possibility that I could suffer from premature death 

               j. It is within my superannuation fund 

               k. It is within my superannuation fund and it is a cheaper way to pay for the policy 

               l. It is within my superannuation fund and it does not affect my cash flow 

               m. It is outside of my superannuation fund and it is easier to make a claim 

               n. Other 
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34. Question 26 (b): What is your level of cover?  

35. Question 26 (c): Please indicate to what extent you agree with the following statements 

I did not purchase life insurance because…: 

               a. The premiums are too expensive  

               b. Regardless of the cost of premiums I would not purchase life insurance  

               c. I do not have anybody depending on my income, such as spouse, children or 

elderly parents  

               d. My assets exceed my liabilities  

               e. The chance of me dying prematurely is very minimal 

               f. I do not see value in life insurance 

               g. Insurance companies have a negative reputation 

               h. I know a family member or a friend who made a claim and the insurance 

company denied it 

               i. The process of getting life insurance is very time consuming 

               j. I do not believe in life insurance  

               k. I have many family members who would be able to take care of my dependents 

if I die prematurely 

              l. If premiums were cheaper, I would purchase life insurance  

              m. Other 

36. Question 27: Do you have total and permanent disability (TPD) insurance? 

37. Question 27 (a): If yes, please indicate to what extent you agree with the following 

statements       

I purchased total and permanent disability (TPD) insurance because: 
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            a. I have dependents (e.g. spouse, children etc.) and want to make sure they are 

looked after in case I become totally and permanently disabled 

            b. I have liabilities/debts (e.g. mortgage, credit card debt etc.) and want to make 

sure they are paid in full in case I /become totally and permanently disabled  

            c. It is a cultural/family norm for us to have TPD insurance  

            d. I am a responsible person and I think having TPD insurance is a responsible thing 

to do 

            e. I like to have things under control and for me having TPD insurance makes me 

feel in control 

            f. I, or someone I know, suffered some life changing event which was covered by 

insurance policy and insurance was paid out  

            g. I see value in TPD insurance 

            h. It is important for me to have TPD insurance  

            i. There is a high possibility that I could become totally and permanently disabled 

            j. It is within my superannuation fund  

            k. It is within my superannuation fund and it is a cheaper way to pay for the policy 

            l. It is within my superannuation fund and it does not affect my cash flow  

            m. It is outside of my superannuation fund and it is easier to make a claim  

            n. Other  

38. Question 27 (b): What is your level of cover?  

39. Question 27 (c): Please indicate to what extent you agree with the following 

statements       

I did not purchase total and permanent disability (TPD) insurance because: 

             a. The premiums are too expensive  

             b. Regardless of the cost of premiums I would not purchase this type of insurance 
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             c. I do not have anybody depending on my income, such as spouse, children or 

elderly parents  

            d. My assets exceed my liabilities  

            e. The chance of me becoming totally and permanently disabled is very minimal 

            f. I do not see value in TPD insurance  

            g. Insurance companies have a negative reputation  

            h. I know a family member or a friend who made a claim and the insurance company 

denied it  

            i. The process of getting TPD insurance is very time consuming  

            j. I do not believe in TPD insurance  

            k. I have many family members who would be able to take care of me and/or my 

dependents if I become totally and permanently disabled 

            l. If premiums were cheaper, I would purchase TPD insurance  

           m. I can claim payments from Centrelink and it should be enough for all my ongoing 

medical and living expenses  

            n. Australian public health system will provide adequately for my medical need 

            o. I have enough sick leave and holiday leave to cover me if something goes wrong 

            p. Other  

40. Question 28: Do you have income protection (IP) insurance? 

41. Question 28 (a): If yes, please indicate to what extent you agree with the following 

statements       

I purchased income protection (IP) insurance because: 

             a. I have dependents (e.g. spouse, children etc.) and want to make sure they are 

looked after in case I will be unable to work due to injury or disability  
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             b. I have liabilities/debts (e.g. mortgage, credit card debt etc.) and want to make 

sure that I can still make usual payments in case I will be unable to work due to injury or 

disability 

            c. It is a cultural/family norm for us to have income protection  

            d. I am a responsible person and I think having income protection is a responsible 

thing to do  

            e. I like to have things under control and for me having income protection makes 

me feel in control  

            f. I, or someone I know, suffered some life changing event which was covered by 

insurance policy and insurance was paid out 

            g. I see value in income protection  

            h. It is important for me to have income protection  

            i. There is a high possibility that I could suffer an illness or disability which would 

make me unable to work  

            j. It is within my superannuation fund  

            k. It is within my superannuation fund and it is a cheaper way to pay for the policy 

            l. It is within my superannuation fund and it does not affect my cash flow 

            m. It is outside of my superannuation fund and it is easier to make a claim  

            n. Other  

42. Question 28 (b): What is your level of cover?  

43. Question 28 (c): Please indicate to what extent you agree with the following 

statements      

I did not purchase income protection (IP) insurance because: 

            a. The premiums are too expensive  

            b. Regardless of the cost of premiums I would not purchase income protection 
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            c. I do not have anybody depending on my income, such as spouse, children or 

elderly parents  

           d. My assets exceed my liabilities  

           e. The chance of me becoming unable to work due to injury or disability is very 

minimal 

           f. I do not see value in income protection  

           g. Insurance companies have a negative reputation  

           h. I know a family member or a friend who made a claim and the insurance company 

denied it  

           i. The process of getting income protection is very time consuming  

           j. I do not believe in income protection  

           k. I have many family members who would be able to take care of me and/or my 

dependents if I become ill or injured and unable to work 

           l. If premiums were cheaper, I would purchase income protection  

          m. I can claim payments from Centrelink and it should be enough for all my ongoing 

medical and living expenses  

          n. Australian public health system will provide adequately for my medical needs 

          o. I have enough sick leave and holiday leave to cover me if something goes wrong 

          p. Other  

44. Question 29: Do you have trauma cover insurance? 

45. Question 29 (a): If yes, please indicate to what extent you agree with the following 

statements       

 I purchased trauma cover insurance because: 

          a. I have dependents (e.g. spouse, children etc.) and want to make sure they are 

looked after in case I become terminally ill  
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          b. I have liabilities/debts (e.g. mortgage, credit card debt etc.) and want to make sure 

they are paid in full in case I become terminally ill  

          c. It is a cultural/family norm for us to have trauma cover insurance  

          d. I am a responsible person and I think having trauma cover insurance is a 

responsible thing to do 

         e. I like to have things under control and for me having trauma cover insurance makes 

me feel in control  

         f. I, or someone I know, suffered some life changing event which was covered by 

insurance policy and insurance was paid out  

         g. I see value in trauma cover insurance  

         h. It is important for me to have trauma cover insurance  

         i. There is a high possibility that I could become terminally ill  

         j. Other  

46. Question 29 (b): What is your level of cover? 

47. Question 29 (c): If yes, please indicate to what extent you agree with the following 

statements       

I did not purchase trauma cover insurance because: 

          a. The premiums are too expensive  

          b. Regardless of the cost of premiums I would not purchase this type of insurance 

          c. I do not have anybody depending on my income, such as spouse, children or 

elderly parents  

         d. My assets exceed my liabilities  

         e. The chance of me becoming terminally ill is very minimal  

         f. I do not see value in trauma cover insurance  

         g. Insurance companies have a negative reputation  
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         h. I know a family member or a friend who made a claim and the insurance company 

denied it  

         i. The process of getting trauma cover insurance is very time consuming  

         j. I do not believe in trauma cover insurance  

         k. I have many family members who would be able to take care of me and/or my 

dependents if I become terminally ill  

         l. If premiums were cheaper I would purchase trauma cover insurance 

        m. I can claim payments from Centrelink and it should be enough for all my ongoing 

medical and living expenses  

        n. Australian public health system will provide adequately for my medical needs 

        o. I have enough sick leave and holiday leave to cover me if something goes wrong 

               p. Other 

48. Question 30: Have you ever made a claim under a personal insurance policy? 

49. Question 30 (a): If yes, please describe your experience. 

50. Question 31: Have you cancelled or not renewed personal insurance policies (life 

insurance, total and permanent disability insurance, income protection insurance, and 

trauma insurance)? 

51. Question 31 (a): I cancelled or did not renew my personal insurance policy because: 

         a. I could not afford to pay the premiums  

         b. Money is limited and I think general insurance (car/house/contents insurance etc.) 

are more essential  

         c. I found a different insurance product with cheaper premiums  

         d. I found a different insurance product with better coverage  

         e. I feel I was treated unfairly by my insurance company  

         f. My financial circumstances have changed.  
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52. Question 32: Please indicate to what extent you agree with the following statements: I 

believe insurance companies offering personal insurance products (life insurance, total and 

permanent disability insurance, trauma insurance, and income protection): 

          a. Have simple claims process  

          b. Process claims in a timely manner  

          c. Always try to avoid paying the claim 

          d. Have a good reputation and are trustworthy 

          e. Will not exploit me  

          f. Always treat me with respect  

53. Question 33: Please indicate to what extent you agree with the following statements: 

I believe financial advisers/planners: 

          a. Are ethical  

          b. Are competent in doing their job 

         c. Can be relied on to keep their promises  

         d. Are properly qualified/trained  

         e. Provide advice that is in my best interest  

54. Question 34: Do you have general insurance products (house/contents/car etc. 

insurance)? 

55. Question 34 (a): I purchased house/contents/car insurances because: 

          a. If something happens to my assets, I would be really upset  

          b. Most of my friends and family members have general insurance 

          c. My parents always told me to obtain these types of insurance policies  

          d. There is a very high chance that I could have a car accident  
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          e. There is a very high chance that something bad could happen to my 

house/contents/car etc.  

          f. If something happens to my house, I would have nowhere to live 

          g. I see value in general insurance policies 

56. Question 35: Have you ever made a claim under a general insurance policy? 

57. Question 35 (a): If yes, please describe your experience. 

58. Question 36: Please indicate to what extent you agree with the following statements: 

I believe insurance companies offering general insurance products (house, contents, car, 

boats, caravans, etc.): 

          a. Have simple claims process  

          b. Process claims in a timely manner  

          c. Always try to avoid paying the claim  

          d. Have a good reputation and are trustworthy  

          e. Will not exploit me   

          f. Always treat me with respect  

59. Question 37: Is there anything else you would like to discuss in relation to either 

personal insurance or general insurance or both? 

60. Question 38: To what extent do you agree with the following statement? 

I am a healthy individual 

61. Question 39: What is your height in cm? 

62. Question 40: What is your weight in kg? 

63. Question 41:  Have you smoked in the past 12 months? 
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64. Question 42: Have your immediate family members (e.g. mother, father, brothers and 

sisters) ever suffered or are still suffering from cancer, stroke, heart attack, diabetes, 

schizophrenia, depression, bipolar disorder, borderline personality disorder? 

65. Question 43: Have you ever suffered or are you still suffering from cancer, stroke, heart 

attack, diabetes, schizophrenia, depression, bipolar disorder, borderline personality 

disorder? 
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Appendix 3 
 
(a) Percentage of correct and incorrect answers to PIL Question 1 – Employment 

status 

Question 1: Can your insurance company refuse your claim because you did not fully or accurately 

complete the application or renewal documents? 

Employment Yes No Don't know 

Full time 48.3% 6.7% 45% 

Part time 42.6% 4.4% 53% 

Casual  50% 25% 25% 

Self employed  52.9% 11.5% 35.6% 

Homemaker 28.1% 6.3% 65.6% 

Unemployed 60.9% 4.3% 34.8% 

Retiree 54.9% 18.7% 26.4% 

Student 26.9% 0% 73.1% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 1 provided by 
various employment groups. The correct answer was ‘yes’ and the highest percentage of correct answers came from unemployed 

respondents.   

 

(b) Percentage of correct and incorrect answers to PIL Question 2 – Employment 

status 

Question 2: Is there a ‘cooling off period’ after taking out any personal insurance policy during which 

time you can cancel the policy and have your premium fully refunded? 

Employment Yes No Don’t know 

Full time 52.6% 2.7% 44.7% 

Part time 43.2% 2.2% 54.6% 

Casual  75% 0% 25% 

Self employed  60.9% 6.9% 32.2% 

Homemaker 31.2% 0% 68.8% 

Unemployed 47.8% 13.1% 39.1% 

Retiree 61.5% 3.3% 35.2% 

Student 19.2% 0% 80.8% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 2 provided by 
various employment groups. The correct answer was ‘yes’. The highest percentage of correct answers came from casual 

employees.  
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(c) Percentage of correct and incorrect answers to PIL Question 3 – Employment 

status 

Question 3: Which of the following is a possible waiting period for Income Protection insurance? 

Employment 30 days 50 days 70 days 100 days Don’t know 

Full time 31.3% 1.5% 3.3% 4.3% 59.6% 

Part time 23.5% 3.3% 1.1% 3.8% 68.3% 

Casual  33.3% 0% 8.4% 8.3% 50% 

Self employed  48.3% 3.4% 2.3% 6.9% 39.1% 

Homemaker 18.7% 3.1% 6.3% 3.1% 68.8% 

Unemployed 30.4% 0% 0% 13.1% 56.5% 

Retiree 25.3% 1.1% 1.1% 8.8% 63.7% 

Student 11.5% 7.7% 0% 0% 80.8% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 3 provided by 

various employment groups. The correct answer was ‘30 days’. The highest percentage of correct answers came from self-
employed respondents.  

 

(d) Percentage of correct and incorrect answers to PIL Question 4 – Employment 

status 

Question 4: Does Life insurance pay for a claim under suicide in the first 12 months of the policy? 

Employment Yes No Not sure 

Full time 4.2% 36.8% 59% 

Part time 1.6% 29.5% 68.9% 

Casual  0% 91.7% 8.3% 

Self employed  9.2% 44.8% 46% 

Homemaker 0% 28.1% 71.9% 

Unemployed 8.7% 43.5% 47.8% 

Retiree 2.2% 48.3% 49.5% 

Student 3.8% 30.8% 65.4% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 4 provided by 

various employment groups. The correct answer was ‘No’. The highest percentage of correct answers was evident for casual 

employees.  
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(e) Percentage of correct and incorrect answers to PIL Question 5 – Employment 

status 

Question 5: Total and Permanent Disability insurance (own) policies will pay out if a person is: 

Employment Off work for 6 months Unlikely to ever work again Pregnant Don’t 

know 

Full time 6.1% 43.2% 0% 50.7% 

Part time 6% 32.2% 0.6% 61.2% 

Casual  0% 83.3% 0% 16.7% 

Self employed  6.9% 58.6% 1.2% 33.3% 

Homemaker 3.1% 34.4% 0% 62.5% 

Unemployed 8.7% 47.8% 0% 43.5% 

Retiree 12.1% 45.1% 1.1% 41.7% 

Student 7.7% 19.2% 0% 73.1% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 5 provided by 

various employment groups. The correct answer was ‘Unlikely to ever work again’. The highest percentage of correct answers 
came from casual employees.  

 

(f) Percentage of correct and incorrect answers to PIL Question 6 – Employment 

status 

Question 6: There is no way to access Life insurance benefits while I am still alive: 

Employment TRUE FALSE 

Full time 40.4% 59.6% 

Part time 47.5% 52.5% 

Casual  50% 50% 

Self employed  42.5% 57.5% 

Homemaker 56.2% 43.8% 

Unemployed 39.1% 60.9% 

Retiree 41.8% 58.2% 

Student 53.8% 46.2% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 6 provided by 
various employment groups.  The correct answer was ‘False’. Unemployed individuals were the highest providers of correct 

answers.   
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(g) Percentage of correct and incorrect answers to PIL Question 7 – Employment 

status 

Question 7: The premiums for Trauma insurance are tax deductible: 

Employment TRUE FALSE 

Full time 26.7% 73.3% 

Part time 37.2% 62.8% 

Casual  33.3% 66.7% 

Self employed  31% 69% 

Homemaker 34.4% 65.6% 

Unemployed 39.1% 60.9% 

Retiree 27.5% 72.5% 

Student 34.6% 65.4% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 7 provided by 

various employment groups. The correct answer was ‘False’. The highest percentage of correct answers came from full-time 
employees.    
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Appendix 4 
 

(a) Percentage of correct and incorrect answers to PIL Question 1 –  

worked/did not work in the financial services industry 

Question 1: Can your insurance company refuse your claim because you did not fully or accurately 

complete the application or renewal documents? 

Worked/did not work  Yes No Don't know 

Did not work 42.5% 7.7% 49.8% 

Worked  81.1% 10.5% 8.4% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 1 provided by 

respondents who worked or did not work in the financial services industry. The correct answer was ‘yes’ and respondents who 
worked in the financial services industry outperformed those who did not.     

 

(b) Percentage of correct and incorrect answers to PIL Question 2 –  

worked/did not work in the financial services industry  

Question 2: Is there a ‘cooling off period’ after taking out any personal insurance policy during which 

time you can cancel the policy and have your premium fully refunded? 

Worked/did not work Yes No Don't know 

Did not work 45.9% 3% 51.1% 

Worked  85.3% 4.2% 10.5% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 2 provided by 

respondents who worked or did not work in the financial services industry. The correct answer was ‘yes’ and the highest 

percentage of correct answers came from respondents who worked in the financial services industry.  

 

(c) Percentage of correct and incorrect answers to PIL Question 3 –  

worked/did not work in the financial services industry  

Question 3: Which of the following is a possible waiting period for Income Protection insurance? 

Worked/did not work 30 days 50 days 70 days 100 days Don’t 

know 

Did not work 24.9% 2.5% 2.5% 5.2% 64.9% 

Worked  75% 0% 25% 0% 0% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 3 provided by 

respondents who worked or did not work in the financial services industry. The correct answer was ’30 days’ and the highest 

percentage of correct answers came from respondents who worked in the financial services industry.  

 

(d) Percentage of correct and incorrect answers to PIL Question 4 –  

worked/did not work in the financial services industry  

Question 4: Does Life insurance pay for a claim under suicide in the first 12 months of the policy? 

Worked/did not work Yes No Not sure 

Did not work 3.9% 32.5% 63.6% 

Worked  3.1% 75.8% 21.1% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 4 provided by 
respondents who worked or did not work in the financial services industry. The correct answer was ’no’ and the highest 

percentage of correct answers came from respondents who worked in the financial services industry. 
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(e) Percentage of correct and incorrect answers to PIL Question 5 –  

worked/did not work in the financial services industry 

Question 5: Total and Permanent Disability insurance (own) policies will pay out if a person is: 

Worked/did not work Off work for 6 months Unlikely to ever work again Pregnant Don’t 

know 

Did not work 6.6% 38.5% 0.3% 54.6% 

Worked  7.4% 69.5% 1% 22.1% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 5 provided by 

respondents who worked or did not work in the financial services industry. The correct answer was ’unlikely to ever work again’ 
and the highest percentage of correct answers came from respondents who worked in the financial services industry. 

 

(f) Percentage of correct and incorrect answers to PIL Question 6 –  

worked/did not work in the financial services industry  

Question 6: There is no way to access Life insurance benefits while I am still alive: 

Worked/did not work TRUE FALSE 

Did not work 45.1% 54.9% 

Worked  33.7% 66.3% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 6 provided by 
respondents who worked or did not work in the financial services industry. The correct answer was ’30 days’ and the highest 

percentage of correct answers came from respondents who worked in the financial services industry. 

 

(g) Percentage of correct and incorrect answers to PIL Question 7 –  

worked/did not work in the financial services industry 

Question 7: The premiums for Trauma insurance are tax deductible: 

Worked/did not work TRUE FALSE 

Did not work 30.3% 69.7% 

Worked  33.7% 66.3% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 7 provided by 
respondents who worked or did not work in the financial services industry. The correct answer was ‘false’, and the highest 

percentage of correct answers came from respondents who did not work in the financial services industry. 
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Appendix 5 
 
(a) Percentage of correct and incorrect answers to PIL Question 1 - Religion 

Question 1: Can your insurance company refuse your claim because you did not fully or accurately 

complete the application or renewal documents? 

Religion Yes No Don't know 

Buddhism  66.7% 0% 33.3% 

Christianity  43.6% 8.4% 48% 

Hinduism 47.1% 0% 52.9% 

Islam 36.8% 0% 63.2% 

Judaism 35.3% 5.9% 58.8% 

No answer 100% 0% 0% 

No religion 49.7% 8.8% 41.4% 

Other 20% 0% 80% 

Yes, but did not specify 68% 16% 16% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 1 provided by 

respondents belonging to different religious views. The correct answer was ‘Yes’. The highest percentage of correct answers 

came from those who did not provide an answer and those who had a religion but did not specify which one.  

 

(b) Percentage of correct and incorrect answers to PIL Question 2 – Religion 

Question 2: Is there a ‘cooling off period’ after taking out any personal insurance policy during which 

time you can cancel the policy and have your premium fully refunded? 

Religion Yes No Don't know 

Buddhism 55.6% 0% 44.4% 

Christianity 50.7% 3.4% 45.9% 

Hinduism 29.4% 0% 70.6% 

Islam 36.8% 0% 63.2% 

Judaism  29.4% 5.9% 64.7% 

No answer 66.7% 0% 33.3% 

No religion 52.4% 3.7% 43.9% 

Other 20% 0% 80% 

Yes, but did not specify 76% 0% 24% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 2 provided by 

respondents belonging to different religious views. The correct answer was ‘Yes’ and the highest percentage of correct answers 
came from respondents who had a religion, but did not specify which one and those who did not provide an answer about their 

religion views.   
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(c) Percentage of correct and incorrect answers to PIL Question 3 – Religion 

Question 3: Which of the following is a possible waiting period for Income Protection insurance? 

Religion 30 days 50 days 70 days 100 days Don’t know 

Buddhism  22.2% 0% 0% 0% 77.8% 

Christianity  34.1% 1% 1.7% 3% 60.1% 

Hinduism 29.4% 5.9% 0% 0% 64.7% 

Islam 31.6% 0% 2.6% 0% 65.8% 

Judaism 17.6% 0% 0% 5.9% 76.5% 

No answer 33.3% 0% 0% 33.3% 33.3% 

No religion 25.7% 3.7% 3.5% 7.8% 59.4% 

Other 20% 0% 0% 0% 80% 

Yes, but did not 

specify 

40% 0% 0% 4% 56% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 3 provided by 

respondents belonging to different religious views. The correct answer to question three was ’30 days’ and the highest percentage 

of correct answers came from those who did not specify their religion and Christians.  

 

(d) Percentage of correct and incorrect answers to PIL Question 4 – Religion 

Question 4: Does Life insurance pay for a claim under suicide in the first 12 months of the policy? 

Religion Yes No Not sure 

Buddhism  0% 33.3% 66.7% 

Christianity  5.1% 30.1% 64.9% 

Hinduism 11.8% 17.6% 70.6% 

Islam 2.6% 15.8% 81.6% 

Judaism 0% 5.9% 94.1% 

No answer 0% 66.7% 33.3% 

No religion 2.9% 47.1% 50% 

Other 0% 20% 80% 

Yes, but did not specify 4% 60% 36% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 4 provided by 

respondents belonging to different religious views. The correct answer was ‘No’ and the highest percentage of correct answers 

came from respondents who did not provide an answer about their religious views and who had a religion but did not specify 
which one.  
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(e) Percentage of correct and incorrect answers to PIL Question 5 – Religion 

Question 5: Total and Permanent Disability insurance (own) policies will pay out if a person is: 

Religion Off work for 6 months Unlikely to ever work again Pregnant Don’t know 

Buddhism  11.1% 11.1% 0% 77.8% 

Christianity  7.1% 36.5% 0.3% 56.1% 

Hinduism 5.9% 29.4% 0% 64.7% 

Islam 2.6% 28.9% 0% 68.4% 

Judaism 11.8% 23.5% 0% 64.7% 

No answer 0% 100% 0% 0% 

No religion 6.7% 48.9% 2% 43.9% 

Other 0% 20% 0% 80% 

Yes, but did not 

specify  

8% 60% 0% 32% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 5 provided by 

respondents belonging to different religious views. The correct answer was ‘Unlikely to ever work again’ and the highest 
percentage of correct answers came from respondents who did not provide an answer about their religious views and who had a 

religion but did not specify which one. 

 
(f) Percentage of correct and incorrect answers to PIL Question 6 – Religion 

Question 6: There is no way to access Life insurance benefits while I am still alive:  

Religion TRUE FALSE 

Buddhism 55.6% 44.4% 

Christianity 45.6% 54.4% 

Hinduism 52.9% 47.1% 

Islam 39.5% 60.5% 

Judaism 41.2% 58.8% 

No answer 0% 100% 

No religion 42% 58% 

Other 60% 40% 

Yes, but did not specify 48% 52% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 6 provided by 
respondents belonging to different religious views. The correct answer was ‘False’ and the highest percentage of correct answers 

came from respondents who did not provide an answer about their religious views and Muslims.  

 
(g) Percentage of correct and incorrect answers to PIL Question 7 – Religion 

Question 7: The premiums for Trauma insurance are tax deductible: 

Religion TRUE FALSE 

Buddhism 33.3% 66.7% 

Christianity 26.4% 73.6% 

Hinduism 29.4% 70.6% 

Islam 15.8% 84.2% 

Judaism 41.2% 58.8% 

No answer 0% 100% 

No religion 34.5% 65.5% 

Other 40% 60% 

Yes, but did not specify  44% 56% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 7 provided by 

respondents belonging to different religious views. The correct answer was ‘False’. The higher percentage of correct answers 

came from respondents who did not provide an answer about their religious views and Muslims.  



 388 

Appendix 6 
 

(a) Percentage of correct and incorrect answers to PIL Question 1 – Gender 

Question 1: Can your insurance company refuse your claim because you did not fully or accurately 

complete the application or renewal documents? 

Gender Yes No Don't know 

Males 46.7% 9.7% 43.6% 

Females 47.5% 6.5% 46% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 1 provided by males 
and females. The correct answer was ‘Yes’ and females performed better than males. 

 
(b) Percentage of correct and incorrect answers to PIL Question 2 – Gender 

Question 2: Is there a ‘cooling off period’ after taking out any personal insurance policy during which 

time you can cancel the policy and have your premium fully refunded? 

Gender Yes No Don't know 

Males 48.3% 3.9% 47.8% 

Females 52.7% 2.5% 44.8% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 2 provided by males 

and females. The correct answer was ‘Yes’ and females performed better than males. 

 
(c) Percentage of correct and incorrect answers to PIL Question 3 – Gender 

Question 3: Which of the following is a possible waiting period for Income Protection insurance? 

Gender 30 days 50 days 70 days 100 days Don’t know 

Males 32.8% 2.1% 1.8% 5.3% 58% 

Females 26.1% 2.5% 3% 5.2% 63.2% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 3 provided by males 
and females. The correct answer was ’30 days’ and males performed better than females. 

 
(d) Percentage of correct and incorrect answers to PIL Question 4 – Gender 

Question 4: Does Life insurance pay for a claim under suicide in the first 12 months of the policy? 

Gender  Yes No Not sure 

Males 3.7% 35.9% 60.4% 

Females 3.7% 39.6% 56.7% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 4 provided by males 

and females. The correct answer was ‘No’ and females performed better than males. 

 
(e) Percentage of correct and incorrect answers to PIL Question 5 – Gender 

Question 5: Total and Permanent Disability insurance (own) policies will pay out if a person is: 

Gender Off work for 6 months Unlikely to ever work again Pregnant Don’t know 

Males 6.8% 42.5% 0.3% 50.4% 

Females 6.5% 42% 0.5% 51% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 5 provided by males 

and females. The correct answer was ‘Unlikely to ever work again’ and males performed better than females. 
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(f) Percentage of correct and incorrect answers to PIL Question 6 – Gender 

Question 6: There is no way to access Life insurance benefits while I am still alive: 

Gender  TRUE FALSE 

Males 38.6% 61.4% 

Females 48.5% 51.5% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 6 provided by males 

and females. The correct answer was ‘False’ and males performed better than females.  

 

(g) Percentage of correct and incorrect answers to PIL Question 7 – Gender 

Question 7: The premiums for Trauma insurance are tax deductible: 

Gender  TRUE FALSE 

Males 26.2% 73.8% 

Females 34.8% 65.2% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 7 provided by males 
and females. The correct answer was ‘False’ and males performed better than females. 
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Appendix 7 
 
(a) Percentage of correct and incorrect answers to PIL Question 1 – Age groups 

Question 1: Can your insurance company refuse your claim because you did not fully or accurately 

complete the application or renewal documents? 

Age groups Yes No Don't know 

18-24 17.8% 3% 79% 

25-34 43.3% 3.7% 53% 

35-44 53.4% 3.4% 43.2% 

45-54 54.4% 8% 37.6% 

55-64 57.6% 13.6% 28.8% 

65 and above 51% 22% 27% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 1 provided by 

respondents from different age groups. The correct answer was ‘Yes’ and the highest percentage of correct answers came from 
the 55-64 age group.  

 

(b) Percentage of correct and incorrect answers to PIL Question 2 – Age groups 

Question 2: Is there a ‘cooling off period’ after taking out any personal insurance policy during which 

time you can cancel the policy and have your premium fully refunded? 

Age groups  Yes No Don't know 

18-24 16.8% 3% 80.2% 

25-34 47.6% 3% 49.4% 

35-44 56.8% 2.3% 40.9% 

45-54 53.6% 4.8% 41.6% 

55-64 65.2% 1.7% 33.1% 

65 and above 58% 5% 37% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 2 provided by 

respondents from different age groups. The correct answer was ‘Yes’. The highest percentage of correct answers came from the 

55-64 age group. 

  
(c) Percentage of correct and incorrect answers to PIL Question 3 – Age groups 

Question 3: Which of the following is a possible waiting period for Income Protection insurance? 

Age groups 30 days 50 days 70 days 100 days Don’t know 

18-24 8.9% 3% 2% 0% 86.1% 

25-34 23.2% 3% 4.3% 3% 66.5% 

35-44 38.1% 1.1% 1.7% 5.7% 53.4% 

45-54 36.8% 2.4% 1.6% 4.8% 54.4% 

55-64 36.5% 2.5% 2.5% 11% 47.5% 

65 and above 28% 2% 2% 7% 61% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 3 provided by 

respondents from different age groups. The correct answer was ‘30 days’. The majority of correct answers came from the 35-44 
age group.  
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(d) Percentage of correct and incorrect answers to PIL Question 4 – Age groups 

Question 4: Does Life insurance pay for a claim under suicide in the first 12 months of the policy? 

Age groups Yes No Not sure 

18-24 4% 14.8% 81.2% 

25-34 3.7% 34.1% 62.2% 

35-44 2.3% 36.9% 60.8% 

45-54 6.4% 44.8% 48.8% 

55-64 5.1% 45.8% 49.1% 

65 and above 2% 50% 48% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 4 provided by 
respondents from different age groups. The correct answer was ‘No’ and the highest percentage of correct answers came from 

the 65 and above age group.  

 

(e) Percentage of correct and incorrect answers to PIL Question 5 – Age groups 

Question 5: Total and Permanent Disability insurance (own) policies will pay out if a person is: 

Age groups Off work for 6 months Unlikely to ever work again Pregnant Don’t know 

18-24 4% 15.8% 0% 80.2% 

25-34 6.7% 37.8% 0.6% 54.9% 

35-44 9.7% 44.9% 0% 45.4% 

45-54 0.8% 53.6% 0% 45.6% 

55-64 9.3% 51.7% 0.9% 38.1% 

65 and above 9% 46% 1% 44% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 5 provided by 

respondents from different age groups. The correct answer was ‘Unlikely to ever work again’ and the highest percentage of 

correct answers came from the 45-54 age group.  

 

(f) Percentage of correct and incorrect answers to PIL Question 6 – Age groups 

Question 6: There is no way to access Life insurance benefits while I am still alive: 

Age groups TRUE FALSE 

18-24 44.6% 55.4% 

25-34 48.2% 51.8% 

35-44 43% 57% 

45-54 36% 64% 

55-64 46.6% 53.4% 

65 and above 44% 56% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 6 provided by 

respondents from different age groups. The correct answer was ‘False’ and the highest percentage of correct answers came from 

the 45-54 age group.  
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(g) Percentage of correct and incorrect answers to PIL Question 7 – Age groups 

Question 7: The premiums for Trauma insurance are tax deductible: 

Age groups TRUE FALSE 

18-24 26.7% 73.3% 

25-34 36.6% 63.4% 

35-44 28.4% 71.6% 

45-54 31% 69% 

55-64 28.8% 71.2% 

65 and above 31% 69% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 7 provided by 

respondents from different age groups. The correct answer was ‘False’, and the highest percentage of correct answers came from 
the 18-24 age group. 
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Appendix 8 
 
(a) Percentage of correct and incorrect answers to PIL Question 1 – Education 

level 

Question 1: Can your insurance company refuse your claim because you did not fully or accurately 

complete the application or renewal documents? 

Education level Yes No Don't know 

Year 10  47.2% 8.3% 44.5% 

Year 12  22.5% 5.6% 71.9% 

TAFE  46.4% 7.9% 45.7% 

Bachelor degree 58.8% 7.1% 34.1% 

Postgraduate 58% 12.7% 29.3% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 1 provided by 

respondents belonging to different education levels. The correct answer was ‘Yes’ and the highest percentage of correct answers 

came from respondents holding a bachelor degree.  

 

(b) Percentage of correct and incorrect answers to PIL Question 2 – Education 

level 

Question 2: Is there a ‘cooling off period’ after taking out any personal insurance policy during which 

time you can cancel the policy and have your premium fully refunded? 

Education level Yes No Don't know 

Year 10  47.2% 0% 52.8% 

Year 12  21.3% 3.4% 75.3% 

TAFE  46.3% 4.3% 49.4% 

Bachelor degree 62.7% 2.4% 34.9% 

Postgraduate 70% 4% 26% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 2 provided by 
respondents belonging to different education levels. The correct answer was ‘Yes’ and the highest percentage of correct answers 

came from respondents holding a postgraduate degree.  

 

(c) Percentage of correct and incorrect answers to PIL Question 3 – Education 

level 

Question 3: Which of the following is a possible waiting period for Income Protection insurance? 

Education level 30 days 50 days 70 days 100 days Don’t know 

Year 10  36.1% 0% 2.8% 5.5% 55.6% 

Year 12  14.6% 1.1% 0.6% 3.4% 80.3% 

TAFE  26.2% 3.7% 2.4% 6.1% 61.6% 

Bachelor degree 34.1% 2.8% 3.1% 5.5% 54.5% 

Postgraduate  41.3% 2% 3.3% 6% 47.4% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 3 provided by 

respondents belonging to different education levels. The correct answer was ’30 days’ and the highest percentage of correct 
answers came from respondents holding a postgraduate degree. 
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(d) Percentage of correct and incorrect answers to PIL Question 4 – Education 

level 

Question 4: Does Life insurance pay for a claim under suicide in the first 12 months of the policy? 

Education level Yes No Not sure 

Year 10  0% 41.7% 58.3% 

Year 12  3.9% 17.4% 78.7% 

TAFE  4.9% 36% 59.1% 

Bachelor degree 3.9% 44.3% 51.8% 

Postgraduate  3.4% 51.3% 45.3% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 4 provided by 
respondents belonging to different education levels. The correct answer was ’No’ and the highest percentage of correct answers 

came from respondents holding a postgraduate degree. 

 

(e) Percentage of correct and incorrect answers to PIL Question 5 – Education 

level 

Question 5: Total and Permanent Disability insurance (own) policies will pay out if a person is: 

Education level Off work for 6 months Unlikely to ever work again Pregnant Don’t know 

Year 10  11.1% 47.2% 0% 41.7% 

Year 12  5.6% 21.4% 0% 73% 

TAFE  7.9% 36.6% 0.6% 54.9% 

Bachelor 

degree 

5.5% 50.6% 0.8% 43.1% 

Postgraduate  8% 58% 0% 34% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 5 provided by 

respondents belonging to different education levels. The correct answer was ’Unlikely to ever work again’ and the highest 
percentage of correct answers came from respondents holding a postgraduate degree.  

 

(f) Percentage of correct and incorrect answers to PIL Question 6 – Education 

level 

Question 6: There is no way to access Life insurance benefits while I am still alive: 

Education level TRUE FALSE 

Year 10  47.2% 52.8% 

Year 12  42.7% 57.3% 

TAFE  48% 52% 

Bachelor degree 42.7% 57.3% 

Postgraduate 41.3% 58.7% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 6 provided by 
respondents belonging to different education levels. The correct answer was ’False’ and the highest percentage of correct answers 

came from respondents holding a postgraduate degree. 
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(g) Percentage of correct and incorrect answers to PIL Question 7 – Education  

level 

Question 7: The premiums for Trauma insurance are tax deductible: 

Education level TRUE FALSE 

Year 10  30.6% 69.4% 

Year 12  29.2% 70.8% 

TAFE  34.1% 65.9% 

Bachelor degree 31% 69% 

Postgraduate  29.3% 70.7% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 7 provided by 
respondents belonging to different education levels. The correct answer was ’False’ and the highest percentage of correct answers 

came from respondents who finished Year 12 high school.   
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Appendix 9 
 

(a) Percentage of correct and incorrect answers to PIL Question 1 – Income level 
Question 1: Can your insurance company refuse your claim because you did not fully or accurately 

complete the application or renewal documents? 

Income level Yes No Don't know 

$9,100 36.8% 7.4% 55.8% 

$27,600 41.7% 6.5% 51.8% 

$58,500 41.2% 9.6% 49.2% 

$130,000 56.5% 8.1% 35.4% 

$180,000 86.1% 2.8% 11.1% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 1 provided by 

respondents belonging to different income levels. The correct answer was ‘Yes’ and the highest percentage of correct answers 
came from respondents who earn $180,000 per annum and above. 

 

(b) Percentage of correct and incorrect answers to PIL Question 2 – Income level 

Question 2: Is there a ‘cooling off period’ after taking out any personal insurance policy during which 

time you can cancel the policy and have your premium fully refunded? 

Income level Yes No Don't know 

$9,100 29.5% 4.2% 66.3% 

$27,600 43.9% 1.4% 54.7% 

$58,500 49.1% 2.6% 48.1% 

$130,000 61.9% 4.9% 33.2% 

$180,000 75% 0% 25% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 2 provided by 
respondents belonging to different income levels. The correct answer was ‘Yes’ and the highest percentage of correct answers 

came from respondents who earn $180,000 per annum and above. 

 

(c) Percentage of correct and incorrect answers to PIL Question 3 – Income level 

Question 3: Which of the following is a possible waiting period for Income Protection insurance? 

Income level 30 days 50 days 70 days 100 days Don’t know 

$9,100 20% 4.2% 1.1% 8.4% 66.3% 

$27,600 22.3% 0.7% 0.7% 2.9% 73.4% 

$58,500 23.4% 2.8% 2.7% 4.8% 66.3% 

$130,000 39% 2.2% 4% 5.8% 49% 

$180,000 72.2% 0% 0% 5.6% 22.2% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 3 provided by 

respondents belonging to different income levels. The correct answer was ’30 days’ and the highest percentage of correct answers 
came from respondents who earn $180,000 per annum and above. 
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(d) Percentage of correct and incorrect answers to PIL Question 4 – Income level 
Question 4: Does Life insurance pay for a claim under suicide in the first 12 months of the policy? 

Income level Yes No Not sure 

$9,100 4.2% 35.8% 60% 

$27,600 1.4% 35.3% 63.3% 

$58,500 3.8% 33.7% 62.5% 

$130,000 5.4% 42.6% 52% 

$180,000 2.8% 55.5% 41.7% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 4 provided by 
respondents belonging to different income levels. The correct answer was ‘No’ and the highest percentage of correct answers 

came from respondents who earn $180,000 per annum and above. 

 

(e) Percentage of correct and incorrect answers to PIL Question 5 – Income level 

Question 5: Total and Permanent Disability insurance (own) policies will pay out if a person is: 

Income level Off work for 6 months Unlikely to ever work again Pregnant Don’t know 

$9,100 7.4% 37.9% 1% 53.7% 

$27,600 7.2% 31.6% 0% 61.2% 

$58,500 5.8% 37.1% 0.7% 56.4% 

$130,000 7.2% 51.6% 0% 41.2% 

$180,000 8.3% 77.8% 0% 13.9% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 5 provided by 

respondents belonging to different income levels. The correct answer was ‘Unlikely to ever work again’ and the highest 

percentage of correct answers came from respondents who earn $180,000 per annum and above. 

 

(f) Percentage of correct and incorrect answers to PIL Question 6 – Income level 

Question 6: There is no way to access Life insurance benefits while I am still alive: 

Income level TRUE FALSE 

$9,100 50.5% 49.5% 

$27,600 47.5% 52.5% 

$58,500 44% 56% 

$130,000 42.2% 57.8% 

$180,000 19.4% 80.6% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 6 provided by 

respondents belonging to different income levels. The correct answer was ‘False’ and the highest percentage of correct answers 
came from respondents who earn $180,000 per annum and above. 
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(g) Percentage of correct and incorrect answers to PIL Question 7 – Income level 

Question 7: The premiums for Trauma insurance are tax deductible: 

Income level TRUE FALSE 

$9,100 34.7% 65.3% 

$27,600 30.9% 69.1% 

$58,500 30.6% 69.4% 

$130,000 30.9% 69.1% 

$180,000 19.4% 80.6% 

Note: This table contains information about the percentage of correct and incorrect answers to PIL Question 7 provided by 

respondents belonging to different income levels. The correct answer was ‘False’ and the highest percentage of correct answers 

came from respondents who earn $180,000 per annum and above. 
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Appendix 10 
 

Education level vs Employment status 

Education 

Full 

Time 

Part 

Time Casual  

Self 

Employed Homemaker Unemployed Retiree Student 

Year 10 (36) 

10 

(27.8%) 

10 

(27.8%) 

2 

(5.6%) 5 (13.9%) 0 (0%) 0 (0%) 9 (25%) 0 (0%) 

Year 12 (181) 

54 

(29.8%) 58 (32%) 

1 

(0.6%) 16 (8.8%) 9 (5%) 7 (3.9%) 

20 

(11%) 

16 

(8.8%) 

TAFE (165) 

53 

(32.1%) 

39 

(23.6%) 

1 

(0.6%) 22 (13.3%) 10 (6.1%) 9 (5.5%) 

27 

(16.4%) 3 (1.8%) 

Bachelor 

degree (270) 

146 

(54.1%) 

43 

(15.9%) 

4 

(1.5%) 26 (9.6%) 12 (4.4%) 10 (3.7%) 

23 

(8.5%) 6 (2.2%) 

Postgraduate 

(157) 

76 

(48.4%) 

38 

(24.2%) 

4 

(2.5%) 21 (13.4%) 2 (1.3%) 0 (0%) 

15 

(9.6%) 1 (0.6%) 

 

Education level vs Age groups 

Education 18-24 25-34 35-44 45-54 55-64 65 and Above 

Year 10 (36) 5 (13.9%) 4 (11.1%) 4 (11.1%) 10 (27.8%) 4 (11.1%) 9 (25%) 

Year 12 (181) 71 (39.2%) 27 (14.9%) 18 (9.9%) 26 (14.4%) 21 (11.6%) 18 (9.9%) 

TAFE (165) 14 (8.5%) 26 (15.8%) 34 (20.6%) 31 (18.8%) 31 (18.8%) 29 (17.6%) 

Bachelor degree (270) 13 (4.8%) 78 (28.9%) 76 (28.1%) 40 (14.8%) 38 (14.1%) 25 (9.3%) 

Postgraduate (157) 0 (0%) 38 (24.2%) 49 (31.2%) 21 (13.4%) 29 (18.5%) 20 (12.7%) 

 

Age groups vs Employment status 

Age Full Time 

Part 

Time Casual  

Self 

Employed Homemaker Unemployed Retiree Student 

18-24 (103) 21 (20.4%) 
51 
(49.5%) 

2 
(1.9%) 1 (1%) 2 (1.9%) 6 (5.8%) 0 (0%) 

20 
(19.4%) 

25-34 (174) 99 (56.9%) 

45 

(25.9%) 

3 

(1.7%) 8 (4.6%) 7 (4%) 8 (4.6%) 

1 

(0.6%) 

3 

(1.7%) 

35-44 (181) 

106 
(58.6%) 

30 
(16.6%) 0 (0%) 

32 
(17.7%) 6 (3.3%) 4 (2.2%) 0 (0%) 

2 
(1.1%) 

45-54 (129) 65 (50.4%) 

27 

(20.9%) 

2 

(1.6%) 

21 

(16.3%) 9 (7%) 3 (2.3%) 

1 

(0.8%) 

1 

(0.8%) 

55-64 (124) 43 (34.7%) 
23 
(18.5%) 5 (4%) 

18 
(14.5%) 9 (7.3%) 5 (4%) 

21 
(16.9%) 0 (0%) 

65 and 

Above (102) 7 (6.9%) 

13 

(12.7%) 0 (0%) 10 (9.8%) 0 (0%) 0 (0%) 

72 

(70.6%) 0 (0%) 
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Appendix 11 
Respondent # Life min 

PIS 

$ 

TPD min 

PIS 

$ 

Life max 

PIS 

$ 

TPD max 

PIS 

$ 

Trauma 

PIS 

$ 

IP PIS 

 

$ 

1 645,000 645,000 1,945,000 1,945,000 200,000 97,500 

2 575,000 575,000 1,875,000 1,875,000 200,000 97,500 

3 630,000 730,000 1,800,000 1,900,000 200,000 43,875 

7 155,000 255,000 2,495,000 2,595,000 200,000 43,875 

9 710,000 1,110,000 983,000 1,383,000 200,000 6,825 

11 5,000 1,760,000 5,000 1,760,000 200,000 43,875 

13 920,000 920,000 1,193,000 1,193,000 200,000 6,825 

15 385,000 385,000 2,985,000 2,985,000 200,000 97,500 

16 1,010,000 1,010,000 6,210,000 6,310,000 200,000 97,500 

17 20,000 20,000 605,000 605,000 200,000 43,875 

18 930,000 930,000 2,100,000 2,100,000 200,000 43,875 

21 980,000 980,000 1,071,000 1,071,000 200,000 6,825 

23 995,000 995,000 2,165,000 2,165,000 200,000 43,875 

26 1,400,000 1,400,000 3,740,000 3,740,000 200,000 43,875 

30 250,000 250,000 835,000 835,000 200,000 43,875 

31 325,000 325,000 416,000 416,000 200,000 6,825 

32 20,000 20,000 111,000 111,000 200,000 6,825 

37 230,000 230,000 4,130,000 4,130,000 200,000 97,500 

39 210,000 210,000 5,410,000 5,410,000 200,000 97,500 

40 360,000 360,000 2,115,000 2,115,000 200,000 43,875 

41 835,000 835,000 835,000 835,000 200,000 6,825 

43 460,000 360,000 1,045,000 945,000 200,000 43,875 

44 255,000 255,000 5,455,000 5,455,000 200,000 97,500 

45 790,000 790,000 1,960,000 1,960,000 200,000 43,875 

48 780,000 780,000 1,365,000 1,365,000 200,000 43,875 

49 2,445,000 2,445,000 2,721,000 2,721,000 200,000 20,700 

53 20,000 20,000 605,000 605,000 200,000 43,875 

55 275,000 275,000 1,575,000 1,575,000 200,000 97,500 

57 30,000 30,000 306,000 306,000 200,000 20,700 

60 620,000 620,000 1,205,000 1,205,000 200,000 43,875 

61 10,000 10,000 286,000 286,000 200,000 20,700 

62 30,000 30,000 1,785,000 1,785,000 200,000 43,875 

63 30,000 30,000 306,000 306,000 200,000 20,700 

64 1,050,000 1,050,000 3,650,000 3,650,000 200,000 97,500 

65 110,000 110,000 1,865,000 1,865,000 200,000 43,875 

66 550,000 550,000 1,865,000 1,865,000 200,000 97,500 

68 930,000 930,000 1,021,000 1,021,000 200,000 6,825 

73 570,000 570,000 1,870,000 1,870,000 200,000 97,500 

74 340,000 340,000 4,240,000 4,240,000 200,000 97,500 

77 30,000 30,000 121,000 121,000 200,000 6,825 

79 40,000 40,000 1,210,000 1,210,000 200,000 43,875 

80 10,000 10,000 286,000 286,000 200,000 20,700 

82 190,000 190,000 1,360,000 1,360,000 200,000 43,875 
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85 30,000 30,000 615,000 615,000 200,000 43,875 

86 10,000 10,000 101,000 101,000 200,000 6,825 

88 235,000 235,000 820,000 820,000 200,000 43,875 

92 10,000 10,000 595,000 595,000 200,000 43,875 

93 385,000 385,000 1,685,000 1,685,000 200,000 97,500 

94 50,000 50,000 635,000 635,000 200,000 43,875 

95 275,000 275,000 860,000 860,000 200,000 43,875 

96 160,000 510,000 988,000 1,338,000 200,000 20,700 

97 510,000 510,000 4,410,000 4,410,000 200,000 97,500 

100 645,000 645,000 827,000 827,000 200,000 6,825 

102 10,000 10,000 1,180,000 1,180,000 200,000 43,875 

103 425,000 425,000 2,225,000 2,225,000 200,000 135,000 

104 2,185,000 2,185,000 4,785,000 4,785,000 200,000 97,500 

106 270,000 270,000 855,000 855,000 200,000 43,875 

110 30,000 30,000 306,000 306,000 200,000 20,700 

111 345,000 345,000 1,645,000 1,645,000 200,000 97,500 

113 85,000 85,000 176,000 176,000 200,000 6,825 

118 5,000 5,000 590,000 590,000 200,000 43,875 

119 705,000 705,000 1,875,000 1,875,000 200,000 43,875 

121 1,155,000 1,155,000 1,431,000 1,431,000 200,000 20,700 

124 125,000 125,000 710,000 710,000 200,000 43,875 

126 2,800,000 2,800,000 3,970,000 3,970,000 200,000 43,875 

127 385,000 335,000 661,000 611,000 200,000 20,700 

132 205,000 205,000 790,000 790,000 200,000 43,875 

134 2,775,000 2,775,000 3,051,000 3,051,000 200,000 20,700 

135 20,000 20,000 296,000 296,000 200,000 20,700 

136 40,000 40,000 625,000 625,000 200,000 43,875 

137 800,000 3,400,000 850,000 3,450,000 200,000 97,500 

141 75,000 75,000 660,000 660,000 200,000 43,875 

143 25,000 25,000 610,000 610,000 200,000 43,875 

144 30,000 30,000 306,000 306,000 200,000 20,700 

145 135,000 135,000 411,000 411,000 200,000 20,700 

148 290,000 290,000 1,460,000 1,460,000 200,000 43,875 

149 85,000 535,000 5,285,000 5,735,000 200,000 97,500 

150 520,000 520,000 796,000 796,000 200,000 20,700 

151 655,000 655,000 1,825,000 1,825,000 200,000 43,875 

154 985,000 985,000 1,261,000 1,261,000 200,000 20,700 

156 1,180,000 1,180,000 2,480,000 2,480,000 200,000 97,500 

157 1,185,000 1,185,000 1,770,000 1,770,000 200,000 43,875 

159 65,000 65,000 893,000 893,000 200,000 20,700 

160 495,000 495,000 1,665,000 1,665,000 200,000 43,875 

161 45,000 45,000 630,000 630,000 200,000 43,875 

162 120,000 120,000 396,000 396,000 200,000 20,700 

164 2,565,000 2,565,000 2,656,000 2,656,000 200,000 6,825 

167 1,165,000 1,165,000 2,335,000 2,335,000 200,000 43,875 

169 30,000 30,000 306,000 306,000 200,000 20,700 
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176 745,000 745,000 1,021,000 1,021,000 200,000 20,700 

181 55,000 55,000 331,000 331,000 200,000 20,700 

185 470,000 470,000 746,000 746,000 200,000 20,700 

186 45,000 45,000 321,000 321,000 200,000 20,700 

188 2,350,000 2,350,000 4,950,000 4,950,000 200,000 97,500 

190 30,000 30,000 212,000 212,000 200,000 6,825 

192 85,000 85,000 670,000 670,000 200,000 43,875 

193 20,000 20,000 296,000 296,000 200,000 20,700 

196 890,000 890,000 981,000 981,000 200,000 6,825 

197 880,000 880,000 1,465,000 1,465,000 200,000 43,875 

203 45,000 45,000 630,000 630,000 200,000 43,875 

204 70,000 70,000 622,000 622,000 200,000 20,700 

205 100,000 100,000 282,000 282,000 200,000 6,825 

206 195,000 195,000 1,495,000 1,495,000 200,000 97,500 

209 140,000 140,000 416,000 416,000 200,000 20,700 

213 495,000 495,000 2,835,000 2,835,000 200,000 43,875 

214 20,000 20,000 296,000 296,000 200,000 20,700 

215 30,000 30,000 1,200,000 1,200,000 200,000 43,875 

219 400,000 600,000 1,570,000 1,770,000 200,000 43,875 

221 795,000 845,000 3,395,000 3,445,000 200,000 97,500 

223 950,000 950,000 1,535,000 1,535,000 200,000 43,875 

225 105,000 105,000 690,000 690,000 200,000 43,875 

228 25,000 175,000 610,000 760,000 200,000 43,875 

233 480,000 480,000 756,000 756,000 200,000 20,700 

234 45,000 45,000 630,000 630,000 200,000 43,875 

239 30,000 30,000 615,000 615,000 200,000 43,875 

243 765,000 765,000 3,365,000 3,365,000 200,000 97,500 

244 295,000 295,000 847,000 847,000 200,000 20,700 

252 60,000 60,000 1,230,000 1,230,000 200,000 43,875 

253 335,000 335,000 920,000 920,000 200,000 43,875 

255 745,000 985,000 3,345,000 3,495,000 200,000 43,875 

257 25,000 25,000 1,325,000 1,325,000 200,000 97,500 

260 230,000 230,000 2,830,000 2,830,000 200,000 97,500 

261 70,000 70,000 655,000 655,000 200,000 43,875 

262 600,000 600,000 1,770,000 1,770,000 200,000 43,875 

263 60,000 60,000 3,960,000 3,960,000 200,000 97,500 

270 80,000 80,000 2,680,000 2,680,000 200,000 97,500 

272 595,000 645,000 1,180,000 1,230,000 200,000 43,875 

273 170,000 170,000 1,470,000 1,470,000 200,000 97,500 

275 30,000 30,000 306,000 306,000 200,000 20,700 

276 305,000 305,000 2,060,000 2,060,000 200,000 43,875 

277 595,000 595,000 871,000 871,000 200,000 20,700 

280 30,000 30,000 306,000 306,000 200,000 20,700 

281 835,000 835,000 1,420,000 1,420,000 200,000 43,875 

284 120,000 120,000 1,290,000 1,290,000 200,000 43,875 

286 45,000 45,000 630,000 630,000 200,000 43,875 



 403 

287 745,000 745,000 1,297,000 1,297,000 200,000 20,700 

288 5,000 5,000 281,000 281,000 200,000 20,700 

289 10,000 10,000 286,000 286,000 200,000 20,700 

290 550,000 550,000 1,720,000 1,720,000 200,000 43,875 

291 80,000 80,000 665,000 665,000 200,000 43,875 

293 30,000 30,000 582,000 582,000 200,000 20,700 

296 460,000 460,000 3,060,000 3,060,000 200,000 97,500 

301 700,000 700,000 2,000,000 2,000,000 200,000 97,500 

308 260,000 260,000 1,430,000 1,430,000 200,000 43,875 

309 445,000 445,000 1,745,000 1,745,000 200,000 97,500 

310 385,000 385,000 5,585,000 5,585,000 200,000 97,500 

312 645,000 695,000 1,815,000 1,815,000 200,000 43,875 

314 45,000 45,000 630,000 630,000 200,000 43,875 

316 735,000 735,000 3,335,000 3,335,000 200,000 97,500 

325 160,000 160,000 1,330,000 1,330,000 200,000 43,875 

327 165,000 165,000 5,365,000 5,365,000 200,000 97,500 

329 100,000 100,000 1,400,000 1,400,000 200,000 97,500 

330 255,000 255,000 4,155,000 4,155,000 200,000 97,500 

333 745,000 745,000 745,000 745,000 200,000 6,825 

334 310,000 310,000 1,138,000 1,138,000 200,000 20,700 

335 1,810,000 1,810,000 2,395,000 2,395,000 200,000 43,875 

337 45,000 45,000 630,000 630,000 200,000 43,875 

341 30,000 180,000 1,330,000 1,480,000 200,000 97,500 

344 20,000 20,000 111,000 111,000 200,000 6,825 

345 460,000 460,000 1,760,000 1,760,000 200,000 97,500 

350 990,000 840,000 1,575,000 1,575,000 200,000 43,875 

351 1,465,000 1,465,000 8,665,000 8,665,000 200,000 135,000 

356 30,000 30,000 582,000 582,000 200,000 20,700 

366 95,000 95,000 1,265,000 1,265,000 200,000 43,875 

368 145,000 145,000 697,000 697,000 200,000 20,700 

373 40,000 40,000 868,000 868,000 200,000 20,700 

379 170,000 170,000 722,000 722,000 200,000 20,700 

381 235,000 235,000 511,000 511,000 200,000 20,700 

382 95,000 95,000 680,000 680,000 200,000 43,875 

384 185,000 185,000 2,785,000 2,785,000 200,000 97,500 

385 1,055,000 1,055,000 3,395,000 3,395,000 200,000 43,875 

387 45,000 45,000 1,800,000 1,800,000 200,000 43,875 

390 20,000 20,000 296,000 296,000 200,000 20,700 

401 2,295,000 2,445,000 3,465,000 3,615,000 200,000 43,875 

402 330,000 330,000 882,000 882,000 200,000 20,700 

408 50,000 50,000 1,805,000 1,805,000 200,000 43,875 

409 1,045,000 1,045,000 1,136,000 1,136,000 200,000 6,825 

410 170,000 170,000 722,000 722,000 200,000 20,700 

413 1,005,000 1,005,000 1,096,000 1,096,000 200,000 6,825 

414 160,000 160,000 436,000 436,000 200,000 20,700 

418 710,000 710,000 986,000 986,000 200,000 20,700 
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420 20,000 20,000 111,000 111,000 200,000 6,825 

421 150,000 150,000 426,000 426,000 200,000 20,700 

424 20,000 20,000 111,000 111,000 200,000 6,825 

426 515,000 515,000 2,855,000 2,855,000 200,000 43,875 

429 420,000 420,000 1,005,000 1,005,000 200,000 43,875 

432 200,000 200,000 785,000 785,000 200,000 43,875 

433 2,125,000 2,125,000 4,725,000 4,725,000 200,000 97,500 

435 725,000 725,000 2,025,000 2,025,000 200,000 97,500 

436 165,000 165,000 1,920,000 1,920,000 200,000 43,875 

439 875,000 875,000 1,460,000 1,460,000 200,000 43,875 

440 585,000 585,000 1,170,000 1,170,000 200,000 43,875 

441 160,000 260,000 2,760,000 2,860,000 200,000 97,500 

442 675,000 675,000 3,275,000 3,275,000 200,000 97,500 

444 150,000 150,000 1,320,000 1,320,000 200,000 43,875 

445 270,000 270,000 2,870,000 2,870,000 200,000 97,500 

449 135,000 135,000 720,000 720,000 200,000 43,875 

450 620,000 620,000 896,000 896,000 200,000 20,700 

451 690,000 690,000 781,000 781,000 200,000 6,825 

453 1,700,000 1,700,000 3,000,000 3,000,000 200,000 97,500 

455 365,000 365,000 1,665,000 1,665,000 200,000 97,500 

458 10,000 10,000 101,000 101,000 200,000 6,825 

459 595,000 595,000 871,000 871,000 200,000 20,700 

460 35,000 35,000 126,000 126,000 200,000 6,825 

461 40,000 40,000 131,000 131,000 200,000 6,825 

463 440,000 440,000 1,025,000 1,025,000 200,000 43,875 

464 285,000 285,000 870,000 870,000 200,000 43,875 

466 545,000 545,000 821,000 821,000 200,000 20,700 

470 30,000 30,000 121,000 121,000 200,000 6,825 

473 285,000 285,000 376,000 376,000 200,000 6,825 

474 20,000 20,000 296,000 296,000 200,000 20,700 

475 20,000 20,000 396,000 396,000 200,000 20,700 

476 1,180,000 1,730,000 2,480,000 3,030,000 200,000 97,500 

478 55,000 55,000 2,655,000 2,655,000 200,000 97,500 

479 530,000 530,000 806,000 806,000 200,000 20,700 

481 2,250,000 2,300,000 2,835,000 2,885,000 200,000 43,875 

482 730,000 730,000 1,006,000 1,006,000 200,000 20,700 

483 960,000 960,000 1,545,000 1,545,000 200,000 43,875 

485 2,835,000 2,835,000 3,111,000 3,111,000 200,000 20,700 

487 1,040,000 690,000 1,222,000 872,000 200,000 6,825 

488 1,305,000 1,305,000 1,396,000 1,396,000 200,000 6,825 

489 1,490,000 1,490,000 4,090,000 4,090,000 200,000 97,500 

490 1,405,000 1,405,000 2,575,000 2,575,000 200,000 43,875 

492 1,005,000 1,005,000 3,605,000 3,605,000 200,000 97,500 

494 305,000 355,000 890,000 940,000 200,000 43,875 

495 925,000 925,000 1,510,000 1,510,000 200,000 43,875 

496 10,000 10,000 101,000 101,000 200,000 6,825 
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497 735,000 735,000 1,905,000 1,905,000 200,000 43,875 

498 240,000 240,000 1,540,000 1,540,000 200,000 97,500 

500 85,000 85,000 1,385,000 1,385,000 200,000 97,500 

501 305,000 305,000 2,905,000 2,905,000 200,000 97,500 

502 125,000 125,000 1,295,000 1,295,000 200,000 43,875 

503 1,195,000 1,195,000 1,286,000 1,286,000 200,000 6,825 

504 35,000 35,000 311,000 311,000 200,000 20,700 

505 895,000 895,000 1,077,000 1,077,000 200,000 6,825 

506 85,000 85,000 2,685,000 2,685,000 200,000 97,500 

507 330,000 580,000 1,500,000 1,750,000 200,000 43,875 

510 95,000 95,000 371,000 371,000 200,000 20,700 

511 470,000 470,000 1,022,000 1,022,000 200,000 20,700 

512 700,000 700,000 1,252,000 1,252,000 200,000 20,700 

513 2,385,000 2,435,000 4,985,000 5,035,000 200,000 97,500 

514 460,000 460,000 551,000 551,000 200,000 6,825 

515 980,000 980,000 1,071,000 1,071,000 200,000 6,825 

516 660,000 660,000 1,245,000 1,245,000 200,000 43,875 

518 5,000 5,000 2,930,000 2,930,000 200,000 43,875 

519 75,000 75,000 1,830,000 1,830,000 200,000 43,875 

521 345,000 345,000 527,000 527,000 200,000 6,825 

524 485,000 485,000 761,000 761,000 200,000 20,700 

525 840,000 890,000 2,010,000 2,060,000 200,000 43,875 

526 125,000 275,000 1,880,000 2,030,000 200,000 43,875 

529 10,000 10,000 1,765,000 1,765,000 200,000 43,875 

530 895,000 895,000 1,171,000 1,171,000 200,000 20,700 

531 110,000 110,000 695,000 695,000 200,000 43,875 

532 830,000 830,000 1,106,000 1,106,000 200,000 20,700 

534 585,000 585,000 676,000 676,000 200,000 6,825 

535 470,000 470,000 746,000 746,000 200,000 20,700 

536 175,000 175,000 760,000 760,000 200,000 43,875 

537 345,000 345,000 930,000 930,000 200,000 43,875 

538 665,000 665,000 1,965,000 1,965,000 200,000 97,500 

540 30,000 30,000 306,000 306,000 200,000 20,700 

542 85,000 85,000 670,000 670,000 200,000 43,875 

546 605,000 605,000 881,000 881,000 200,000 20,700 

547 105,000 105,000 287,000 287,000 200,000 6,825 

549 20,000 20,000 296,000 296,000 200,000 20,700 

550 880,000 880,000 2,050,000 2,050,000 200,000 43,875 

554 960,000 960,000 1,512,000 1,512,000 200,000 20,700 

556 285,000 285,000 870,000 870,000 200,000 43,875 

559 20,000 20,000 111,000 111,000 200,000 6,825 

565 415,000 415,000 5,615,000 5,615,000 200,000 97,500 

569 175,000 175,000 4,075,000 4,075,000 200,000 97,500 

573 310,000 310,000 895,000 895,000 200,000 43,875 

575 210,000 210,000 5,410,000 5,410,000 200,000 97,500 

576 560,000 710,000 651,000 801,000 200,000 6,825 
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577 1,820,000 1,820,000 2,990,000 2,990,000 200,000 43,875 

578 20,000 20,000 111,000 111,000 200,000 6,825 

580 530,000 530,000 1,082,000 1,082,000 200,000 20,700 

581 355,000 355,000 6,855,000 6,855,000 200,000 97,500 

583 785,000 785,000 1,370,000 1,370,000 200,000 43,875 

585 260,000 260,000 533,000 533,000 200,000 6,825 

587 320,000 320,000 411,000 411,000 200,000 6,825 

588 120,000 120,000 705,000 705,000 200,000 43,875 

590 55,000 55,000 640,000 640,000 200,000 43,875 

595 30,000 30,000 306,000 306,000 200,000 20,700 

596 20,000 20,000 605,000 605,000 200,000 43,875 

597 20,000 20,000 296,000 296,000 200,000 20,700 

599 275,000 275,000 5,475,000 5,475,000 200,000 97,500 

600 20,000 20,000 111,000 111,000 200,000 6,825 

601 20,000 20,000 111,000 111,000 200,000 6,825 

602 2,835,000 2,835,000 5,435,000 5,435,000 200,000 97,500 

604 70,000 70,000 14,370,000 14,370,000 200,000 97,500 

606 20,000 20,000 605,000 605,000 200,000 43,875 

609 935,000 935,000 1,211,000 1,211,000 200,000 20,700 

613 425,000 425,000 5,625,000 5,625,000 200,000 97,500 

615 1,495,000 1,495,000 1,771,000 1,771,000 200,000 20,700 

616 685,000 685,000 3,285,000 3,285,000 200,000 97,500 

617 135,000 135,000 135,000 135,000 200,000 6,825 

619 300,000 300,000 2,055,000 2,055,000 200,000 43,875 

620 285,000 285,000 2,040,000 2,040,000 200,000 43,875 

621 10,000 10,000 1,310,000 1,310,000 200,000 97,500 

623 30,000 30,000 306,000 306,000 200,000 20,700 

628 60,000 60,000 645,000 645,000 200,000 43,875 

629 360,000 360,000 1,530,000 1,530,000 200,000 43,875 

631 30,000 30,000 858,000 858,000 200,000 20,700 

632 370,000 370,000 1,670,000 1,670,000 200,000 97,500 

644 930,000 930,000 1,515,000 1,515,000 200,000 43,875 

648 210,000 210,000 1,380,000 1,380,000 200,000 43,875 

650 30,000 30,000 306,000 306,000 200,000 20,700 

652 260,000 260,000 845,000 845,000 200,000 43,875 

654 30,000 30,000 615,000 615,000 200,000 43,875 

656 20,000 20,000 111,000 111,000 200,000 6,825 

657 80,000 80,000 665,000 665,000 200,000 43,875 

658 280,000 280,000 1,580,000 1,580,000 200,000 97,500 

659 180,000 180,000 1,480,000 1,480,000 200,000 97,500 

660 945,000 945,000 1,221,000 1,221,000 200,000 20,700 

662 20,000 20,000 384,000 384,000 200,000 6,825 

663 20,000 20,000 605,000 605,000 200,000 43,875 

666 325,000 325,000 910,000 910,000 200,000 43,875 

667 25,000 25,000 610,000 610,000 200,000 43,875 

668 135,000 135,000 720,000 720,000 200,000 43,875 
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669 85,000 85,000 670,000 670,000 200,000 43,875 

671 20,000 20,000 605,000 605,000 200,000 43,875 

674 750,000 750,000 5,950,000 5,950,000 200,000 97,500 

675 405,000 405,000 990,000 990,000 200,000 43,875 

676 30,000 30,000 306,000 306,000 200,000 20,700 

677 3,500,000 3,500,000 4,670,000 4,670,000 200,000 43,875 

678 225,000 225,000 810,000 810,000 200,000 43,875 

682 20,000 20,000 296,000 296,000 200,000 20,700 

684 45,000 450,000 321,000 321,000 200,000 20,700 

687 10,000 10,000 101,000 101,000 200,000 6,825 

688 20,000 20,000 605,000 605,000 200,000 43,875 

689 30,000 30,000 306,000 306,000 200,000 20,700 

692 210,000 210,000 795,000 795,000 200,000 43,875 

693 770,000 770,000 1,046,000 1,046,000 200,000 20,700 

694 220,000 220,000 805,000 805,000 200,000 43,875 

695 1,430,000 1,430,000 4,030,000 4,030,000 200,000 97,500 

696 1,085,000 1,085,000 1,176,000 1,176,000 200,000 6,825 

697 1,160,000 1,160,000 1,745,000 1,745,000 200,000 43,875 

698 475,000 475,000 1,060,000 1,060,000 200,000 43,875 

704 20,000 20,000 605,000 605,000 200,000 43,875 

711 65,000 65,000 617,000 617,000 200,000 20,700 

712 75,000 75,000 351,000 351,000 200,000 20,700 

713 300,000 300,000 1,472,000 1,472,000 200,000 43,875 

714 735,000 735,000 1,905,000 1,905,000 200,000 43,875 

715 105,000 105,000 1,405,000 1,405,000 200,000 97,500 

716 30,000 30,000 121,000 121,000 200,000 6,825 

717 20,000 20,000 111,000 111,000 200,000 6,825 

718 10,000 10,000 286,000 286,000 200,000 20,700 

719 790,000 790,000 2,548,000 2,548,000 200,000 43,875 

720 50,000 50,000 3,950,000 3,950,000 200,000 97,500 

721 385,000 385,000 970,000 970,000 200,000 43,875 

722 20,000 20,000 605,000 605,000 200,000 43,875 

724 30,000 30,000 306,000 306,000 200,000 20,700 

727 20,000 20,000 111,000 111,000 200,000 6,825 

728 20,000 20,000 111,000 111,000 200,000 6,825 

729 30,000 30,000 121,000 121,000 200,000 6,825 

730 20,000 20,000 111,000 111,000 200,000 6,825 

731 30,000 30,000 121,000 121,000 200,000 6,825 

732 30,000 30,000 121,000 121,000 200,000 6,825 

733 20,000 20,000 111,000 111,000 200,000 6,825 

734 30,000 30,000 121,000 121,000 200,000 6,825 

735 20,000 20,000 111,000 111,000 200,000 6,825 

736 40,000 40,000 316,000 316,000 200,000 20,700 

737 30,000 30,000 306,000 306,000 200,000 20,700 

738 40,000 40,000 316,000 316,000 200,000 20,700 

739 30,000 30,000 306,000 306,000 200,000 20,700 
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740 10,000 10,000 101,000 101,000 200,000 6,825 

741 40,000 40,000 316,000 316,000 200,000 20,700 

743 250,000 250,000 835,000 835,000 200,000 43,875 

744 170,000 170,000 1,470,000 1,470,000 200,000 97,500 

745 125,000 125,000 1,425,000 1,425,000 200,000 97,500 

746 65,000 65,000 1,365,000 1,365,000 200,000 97,500 

748 20,000 20,000 296,000 296,000 200,000 20,700 

749 30,000 30,000 306,000 306,000 200,000 20,700 

750 20,000 20,000 296,000 296,000 200,000 20,700 

751 10,000 10,000 101,000 101,000 200,000 6,825 

752 555,000 555,000 831,000 831,000 200,000 20,700 

753 555,000 555,000 831,000 831,000 200,000 20,700 

754 1,395,000 1,395,000 1,671,000 1,671,000 200,000 20,700 

755 3,470,000 3,470,000 6,070,000 6,070,000 200,000 97,500 

756 655,000 655,000 1,825,000 1,825,000 200,000 43,875 

757 1,195,000 1,195,000 2,365,000 2,365,000 200,000 43,875 

758 655,000 655,000 931,000 931,000 200,000 20,700 

759 905,000 905,000 2,075,000 2,075,000 200,000 43,875 

760 710,000 710,000 986,000 986,000 200,000 20,700 

761 1,220,000 1,220,000 2,390,000 2,390,000 200,000 43,875 

763 705,000 705,000 1,290,000 1,290,000 200,000 43,875 

764 555,000 555,000 831,000 831,000 200,000 20,700 

765 680,000 680,000 956,000 956,000 200,000 20,700 

766 655,000 655,000 1,240,000 1,240,000 200,000 43,875 

767 915,000 915,000 3,515,000 3,515,000 200,000 97,500 

768 740,000 740,000 3,340,000 3,340,000 200,000 97,500 

769 110,000 110,000 695,000 695,000 200,000 43,875 

770 160,000 160,000 745,000 745,000 200,000 43,875 

771 890,000 890,000 6,090,000 6,090,000 200,000 97,500 

772 295,000 295,000 880,000 880,000 200,000 43,875 

773 30,000 30,000 615,000 615,000 200,000 43,875 

775 1,100,000 1,100,000 3,700,000 3,700,000 200,000 97,500 

776 20,000 20,000 605,000 605,000 200,000 43,875 

778 70,000 70,000 655,000 655,000 200,000 43,875 

779 55,000 55,000 146,000 146,000 200,000 6,825 

780 40,000 40,000 316,000 316,000 200,000 20,700 

781 40,000 40,000 131,000 131,000 200,000 6,825 

782 310,000 310,000 895,000 895,000 200,000 43,875 

784 375,000 375,000 960,000 960,000 200,000 43,875 

787 685,000 685,000 3,025,000 3,025,000 200,000 43,875 

798 30,000 30,000 306,000 306,000 200,000 20,700 

791 340,000 340,000 925,000 925,000 200,000 43,875 

792 225,000 225,000 1,525,000 1,525,000 200,000 97,500 

793 30,000 30,000 615,000 615,000 200,000 43,875 

794 110,000 110,000 695,000 695,000 200,000 43,875 

795 120,000 120,000 705,000 705,000 200,000 43,875 
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796 20,000 20,000 605,000 605,000 200,000 43,875 

797 10,000 10,000 595,000 595,000 200,000 43,875 

798 10,000 10,000 1,180,000 1,180,000 200,000 43,875 

799 30,000 30,000 615,000 615,000 200,000 43,875 

800 20,000 20,000 605,000 605,000 200,000 43,875 

803 125,000 125,000 710,000 710,000 200,000 43,875 

805 220,000 220,000 1,390,000 1,390,000 200,000 43,875 

807 10,000 10,000 595,000 595,000 200,000 43,875 

809 20,000 20,000 605,000 605,000 200,000 43,875 

810 660,000 660,000 1,245,000 1,245,000 200,000 43,875 

813 135,000 135,000 720,000 720,000 200,000 43,875 

815 20,000 20,000 1,124,000 1,124,000 200,000 20,700 

Note: the information in this table shows that respondents were underinsured in relation to each personal insurance type. 
This table also shows the amounts by which the respondents were underinsured. The amounts of personal insurance held 

(PIH) were obtained from the survey, together with the amounts of their assets, liabilities and income, which allowed to 

calculate their PIN levels and subsequently PIS levels (PIN-PIH) (which is presented in this table as a positive number, 
because their PIH was lesser than their PIN values). The PIN level for Trauma insurance was assumed to be $200,000 for 

all respondents, so if they had no Trauma insurance at all, their level of underinsurance would be $200,000 like in this 

table. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 



 410 

Appendix 12 
Respondent 

# 

Life min 

PIS 

$ 

TPD min 

PIS 

$ 

Life max 

PIS 

$ 

TPD max 

PIS 

$ 

Trauma 

PIS 

$ 

IP PIS 

 

$ 

14 -40,000 -40,000 24336,000 236,000 200,000 20,700 

20 -45,000 305,000 5,155,000 5,505,000 200,000 97,500 

54 0 0 585,000 585,000 200,000 43,875 

58 -15,000 85,000 570,000 670,000 150,000 43,875 

67 -100,000 -100,000 3,800,000 3,800,000 200,000 97,500 

69 -350,000 -450,000 515,000 415,000 200,000 43,875 

70 -135,000 -135,000 450,000 450,000 200,000 43,875 

99 -150,000 -150,000 1,150,000 1,150,000 200,000 97,500 

123 -220,000 -220,000 -129,000 -129,000 200,000 6,825 

139 -305,000 145,000 247,000 697,000 200,000 20,700 

147 -490,000 -490,000 8,510,000 8,510,000 200,000 135,000 

152 0 0 1,016,000 1,016,000 200,000 6,825 

155 -850,000 0 2,115,000 2,965,000 200,000 97,500 

168 0 0 96,000 96,000 200,000 6,825 

170 0 0 1,300,000 1,300,000 200,000 97,500 

171 -295,000 -295,000 290,000 290,000 200,000 43,875 

177 -275,000 125,000 4,925,000 5,325,000 200,000 97,500 

179 -125,000 -125,000 460,000 460,000 200,000 43,875 

180 -5,000 -5,000 1,750,000 1,750,000 200,000 43,875 

191 -180,000 -180,000 405,000 405,000 200,000 43,875 

194 -545,000 405,000 2,055,000 3,005,000 200,000 97,500 

202 0 0 585,000 585,000 200,000 43,875 

211 -80,000 -80,000 9,020,000 9,020,000 200,000 97,500 

226 0 0 585,000 585,000 200,000 43,875 

235 -115,000 -115,000 470,000 470,000 200,000 43,875 

236 -70,000 -70,000 1,685,000 1,685,000 200,000 43,875 

240 -130,000 -130,000 1,170,000 1,170,000 200,000 97,500 

279 -5,000 145,000 1,165,000 1,315,000 200,000 43,875 

294 75,000 -175,000 351,000 101,000 200,000 20,700 

300 -40,000 -40,000 5,160,000 5,160,000 200,000 97,500 

303 -50,000 -50,000 1,705,000 1,705,000 200,000 43,875 

328 -80,000 -80,000 3,820,000 3,820,000 200,000 97,500 

331 -165,000 -165,000 1,590,000 1,590,000 200,000 43,875 

332 -70,000 -70,000 515,000 515,000 200,000 43,875 

336 -250,000 -250,000 416,000 416,000 200,000 20,700 

348 0 0 106,000 106,000 200,000 6,825 

349 -100,000 0 1,655,000 1,755,000 200,000 43,875 

353 0 0 1,184,000 1,184,000 200,000 43,875 

357 0 0 281,000 281,000 200,000 20,700 

358 -550,000 700,000 750,000 2,000,000 200,000 97,500 

359 -100,000 400,000 3,500,000 4,000,000 200,000 135,000 

361 -210,000 -110,000 1,090,000 1,190,000 200,000 97,500 

362 75,000 -75,000 2,415,000 2,265,000 200,000 43,875 



 411 

365 0 0 272,000 272,000 200,000 6,825 

378 0 0 585,000 585,000 200,000 43,875 

411 -125,000 -125,000 460,000 460,000 200,000 43,875 

425 0 0 91,000 91,000 200,000 6,825 

456 -165,000 -165,000 1,005,000 1,005,000 200,000 43,875 

457 -140,000 -140,000 445,000 445,000 200,000 43,875 

465 -15,000 -15,000 261,000 261,000 200,000 20,700 

469 -180,000 -180,000 96,000 96,000 200,000 20,700 

471 -200,000 -200,000 1,100,000 1,100,000 200,000 97,500 

499 -50,000 0 41,000 91,000 150,000 6,825 

508 -135,000 -135,000 5,065,000 5,065,000 200,000 97,500 

528 0 0 3,590,000 3,590,000 200,000 135,000 

539 0 0 564,000 564,000 200,000 6,825 

544 -190,000 -190,000 395,000 395,000 200,000 43,875 

545 -105,000 -105,000 480,000 480,000 200,000 43,875 

552 -115,000 -115,000 470,000 470,000 200,000 43,875 

562 0 -50,000 116,000 66,000 200,000 6,825 

567 0 0 273,000 273,000 200,000 6,825 

568 -100,000 -100,000 4,850,000 4,850,000 200,000 43,875 

586 -35,000 -35,000 2,565,000 2,565,000 200,000 97,500 

592 0 0 557,000 557,000 200,000 20,700 

593 -85,000 -85,000 1,215,000 1,215,000 200,000 97,500 

594 -85,000 -85,000 1,215,000 1,215,000 200,000 97,500 

611 -105,000 -105,000 480,000 480,000 200,000 43,875 

614 -120,000 -120,000 465,000 465,000 200,000 43,875 

622 -180,000 -180,000 405,000 405,000 200,000 43,875 

638 -250,000 0 246,000 496,000 200,000 20,700 

651 -70,000 -70,000 1,230,000 1,230,000 200,000 97,500 

653 0 0 461,000 461,000 200,000 20,700 

661 -140,000 -140,000 445,000 445,000 200,000 43,875 

664 -250,000 -250,000 550,000 550,000 200,000 43,875 

672 0 0 567,000 567,000 200,000 20,700 

680 -25,000 -25,000 560,000 560,000 200,000 43,875 

685 -195,000 -195,000 390,000 390,000 200,000 43,875 

691 -250,000 -250,000 335,000 335,000 200,000 43,875 

703 -85,000 -85,000 1,215,000 1,215,000 200,000 97,500 

705 0 0 91,000 91,000 200,000 6,825 

726 -55,000 45,000 530,000 630,000 200,000 43,875 

762 -200,000 -200,000 385,000 385,000 200,000 43,875 

785 -65,000 -65,000 520,000 520,000 200,000 43,875 

790 0 0 0 0 200,000 6,825 

804 -35,000 -35,000 1,265,000 1,265,000 200,000 97,500 

806 -40,000 60,000 545,000 645,000 200,000 43,875 

Note: the information in this table shows that respondents were overinsured (a negative number) or adequately insured ($0) for Life and/or 

TPD minimum and/or maximum insurance types. This table illustrates the amounts by which the respondents were overinsured. The amounts 

of personal insurance held (PIH) were obtained from the survey, together with the amounts of their assets, liabilities and income, which 

allowed to calculate their PIN levels and subsequently PIS levels (PIN-PIH) (which is presented in this table). The PIN level for Trauma 

insurance was assumed to be $200,000 for all respondents. If they had no Trauma insurance at all, their level of underinsurance would be 

$200,000 and if they had some amount of Trauma cover, this would decrease their PIS amount by the amount of Trauma insurance held.   
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Appendix 13 

Respondent # Life min 

PIS 

$ 

TPD min 

PIS 

$ 

Life max 

PIS 

$ 

TPD max 

PIS 

$ 

Trauma 

PIS 

$ 

IP PIS 

 

$ 

4 110,000 110,000 695,000 695,000 -250,000 -2,925 

25 685,000 685,000 4,285,000 4,285,000 200,000 -9,000 

28 225,000 225,000 5,425,000 5,425,000 -250,000 -6,500 

34 310,000 310,000 1,610,000 1,610,000 -350,000 -6,500 

35 559,650 559,650 1,144,650 1,144,650 -150,000 -2,925 

42 660,000 960,000 3,000,000 3,300,000 -50,000 43,875 

46 570,000 670,000 1,740,000 1,840,000 -50,000 0 

51 340,000 340,000 5,540,000 5,540,000 -450,000 -6,500 

56 1,485,000 1,485,000 4,085,000 4,085,000 -350,000 -6,500 

72 275,000 275,000 551,000 551,000 200,000 -1,380 

75 250,000 250,000 4,150,000 4,150,000 -250,000 -6,500 

76 465,000 465,000 4,065,000 4,065,000 -250,000 0 

81 350,000 350,000 2,950,000 2,950,000 -150,000 0 

83 1,995,000 2,245,000 4,595,000 4,845,000 -50,000 97,500 

84 1,425,000 1,425,000 2,010,000 2,010,000 -150,000 43,875 

87 405,000 405,000 1,705,000 1,705,000 -350,000 0 

90 585,000 585,000 448,500 448,500 -250,000 0 

91 915,000 915,000 2,215,000 2,215,000 -350,000 0 

98 650,000 650,000 2,450,000 2,450,000 -250,000 -9,000 

101 295,000 845,000 2,050,000 2,600,000 -250,000 43,875 

105 275,000 275,000 3,875,000 3,875,000 -250,000 0 

115 175,000 175,000 16,375,000 16,375,000 -750,000 -9,000 

116 815,000 815,000 6,015,000 6,015,000 200,000 0 

117 425,000 425,000 1,725,000 1,725,000 -150,000 0 

129 600,000 900,000 4,200,000 4,500,000 -150,000 0 

131 935,000 1,035,000 2,105,000 2,205,000 200,000 0 

138 255,000 555,000 1,555,000 1,855,000 200,000 0 

146 450,000 450,000 1,750,000 1,750,000 200,000 0 

172 1,260,000 1,260,000 2,430,000 2,430,000 50,000 0 

173 2,165,000 2,165,000 3,465,000 3,465,000 -150,000 0 

182 410,000 510,000 995,000 1,095,000 -150,000 0 

195 1,215,000 1,565,000 3,815,000 4,165,000 200,000 0 

212 705,000 705,000 3,305,000 3,305,000 200,000 0 

224 50,000 1,500,000 9,050,000 10,500,000 -350,000 0 

229 380,000 530,000 1,550,000 1,700,000 50,000 0 

230 690,000 1,140,000 1,990,000 2,440,000 200,000 -6,500 

238 250,000 350,000 2,850,000 2,950,000 50,000 0 

241 45,000 45,000 630,000 630,000 -150,000 0 

245 55,000 55,000 640,000 640,000 200,000 -2,925 

246 1,175,000 1,175,000 7,675,000 7,675,000 200,000 0 
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247 760,000 760,000 3,360,000 3,360,000 -50,000 0 

254 495,000 495,000 1,080,000 1,080,000 -50,000 0 

258 400,000 400,000 1,700,000 1,700,000 -250,000 -6,500 

265 215,000 215,000 5,415,000 5,415,000 200,000 0 

274 640,000 640,000 2,440,000 2,440,000 -350,000 -9,000 

282 40,000 40,000 1,340,000 1,340,000 -350,000 0 

283 390,000 390,000 2,990,000 2,990,000 200,000 0 

302 3,805,000 3,805,000 9,205,000 9,205,000 200,000 -9,000 

304 105,000 105,000 690,000 690,000 200,000 0 

305 200,000 200,000 5,400,000 5,400,000 200,000 0 

306 575,000 575,000 4,175,000 4,175,000 -1,800,000 -9,000 

307 100,000 100,000 2,700,000 2,700,000 200,000 0 

313 1,610,000 1,610,000 7,010,000 7,010,000 -650,000 -9,000 

318 50,000 50,000 1,805,000 1,805,000 200,000 0 

319 1,515,000 1,565,000 5,115,000 5,165,000 200,000 0 

322 310,000 410,000 1,610,000 1,710,000 -250,000 0 

323 255,000 255,000 1,555,000 1,555,000 -50,000 0 

324 95,000 95,000 680,000 680,000 200,000 0 

326 1,600,000 1,600,000 7,000,000 7,000,000 -1,050,000 -9,000 

371 325,000 325,000 1,625,000 1,625,000 200,000 0 

374 130,000 80,000 406,000 356,000 200,000 0 

392 1,325,000 1,325,000 3,925,000 3,925,000 -150,000 0 

399 545,000 545,000 2,300,000 2,300,000 200,000 0 

416 780,000 780,000 4,680,000 4,680,000 50,000 0 

434 345,000 645,000 4,245,000 4,545,000 -750,000 0 

448 225,000 225,000 4,125,000 4,125,000 200,000 0 

480 370,000 370,000 5,570,000 5,570,000 200,000 0 

523 1,605,000 1,605,000 5,505,000 5,505,000 -50,000 -6,500 

564 245,000 645,000 2,845,000 3,245,000 -250,000 0 

570 100,000 100,000 685,000 685,000 200,000 0 

589 2,065,000 2,065,000 7,465,000 7,465,000 200,000 -9,000 

591 1,100,000 1,100,000 2,270,000 2,270,000 -350,000 0 

625 75,000 175,000 1,375,000 1,475,000 -350,000 -6,500 

626 20,000 20,000 1,320,000 1,320,000 200,000 0 

639 130,000 530,000 1,430,000 1,830,000 200,000 0 

643 515,000 515,000 1,815,000 1,815,000 200,000 0 

647 170,000 170,000 4,070,000 4,070,000 200,000 0 

670 610,000 610,000 9,610,000 9,610,000 -750,000 -9,000 

679 845,000 1,095,000 3,445,000 3,695,000 200,000 0 

686 890,000 890,000 8,090,000 8,090,000 -1,800,000 -9,000 

690 1,600,000 1,600,000 5,200,000 5,200,000 -1,550,000 -9,000 

699 65,000 65,000 2,405,000 2,405,000 -250,000 0 

706 580,000 580,000 14,980,000 14,980,000 -1,800,000 -9,000 
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723 545,000 545,000 1,845,000 1,845,000 -450,000 -6,500 

774 480,000 480,000 3,080,000 3,080,000 -750,000 -6,500 

777 25,000 25,000 3,925,000 3,925,000 -550,000 -6,500 

788 300,000 300,000 4,200,000 4,200,000 -50,000 0 

814 310,000 310,000 5,510,000 5,510,000 -750,000 -6,500 

Note: the information in this table shows that respondents were overinsured (a negative number) or adequately insured 
($0) for Trauma and/or IP insurance types. This table illustrates the amounts by which the respondents were overinsured. 

The amounts of personal insurance held (PIH) were obtained from the survey, together with the amounts of their assets, 

liabilities and income, which allowed to calculate their PIN levels and subsequently PIS levels (PIN-PIH) (which is 
presented in this table). The PIN level for Trauma insurance was assumed to be $200,000 for all respondents. If they had 

no Trauma insurance at all, their level of underinsurance would be $200,000 and if they had some amount of Trauma 

cover, this would decrease their PIS amount by the amount of Trauma insurance held.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 415 

Appendix 14 
Respondent 

# 

Life min PIS 

 

$ 

TPD min 

PIS 

$ 

Life max 

PIS 

$ 

TPD max 

PIS 

$ 

Trauma 

PIS 

$ 

IP PIS 

 

$ 

12 -1,725,000 -1,725,000 3,675,000 3,675,000 -450,000 0 

27 -40,000 -40,000 2,560,000 2,560,000 -350,000 -6,500 

29 -650,000 -650,000 2,045,000 2,045,000 -250,000 -6,500 

59 -20,000 80,000 1,735,000 1,835,000 -250,000 0 

112 -885,000 -885,000 4,315,000 4,315,000 200,000 0 

120 -440,000 -440,000 2,160,000 2,160,000 -250,000 0 

207 -285,000 -285,000 6,915,000 6,915,000 -50,000 0 

208 -165,000 385,000 1,590,000 2,140,000 -150,000 43,875 

210 -125,000 -125,000 1,175,000 1,175,000 200,000 0 

232 -350,000 -250,000 235,000 335,000 -150,000 -2,925 

237 -310,000 -310,000 7,490,000 7,490,000 -350,000 -6,500 

242 -1,355,000 -1,355,000 -770,000 -770,000 200,000 -2,925 

248 -90,000 -90,000 495,000 495,000 -250,000 0 

264 -200,000 -200,000 5,000,000 5,000,000 -150,000 0 

266 -45,000 -45,000 540,000 540,000 200,000 0 

271 -315,000 -315,000 985,000 985,000 -150,000 0 

278 -130,000 -130,000 3,770,000 3,770,000 200,000 0 

285 -560,000 -560,000 740,000 740,000 -650,000 -6,500 

317 -225,000 -225,000 3,675,000 3,675,000 -50,000 0 

338 -315,000 -315,000 2,285,000 2,285,000 -250,000 0 

339 -140,000 -140,000 2,460,000 2,460,000 -350,000 0 

380 -145,000 -45,000 -54,000 46,000 150,000 0 

397 -770,000 -770,000 1,570,000 1,570,000 200,000 0 

400 -1,250,000 -1,750,000 3,050,000 2,550,000 -1,800,000 -9,000 

427 -75,000 -75,000 3,825,000 3,825,000 200,000 0 

428 -300,000 -300,000 1,000,000 1,000,000 -250,000 -6,500 

454 -210,000 -210,000 375,000 375,000 -150,000 0 

462 -35,000 -35,000 241,000 241,000 -50,000 0 

468 -150,000 -150,000 1,150,000 1,150,000 -250,000 0 

472 -125,000 -125,000 1,630,000 1,630,000 -150,000 0 

477 -1,100,000 -1,100,000 6,100,000 6,100,000 -1,800,000 -9,000 

493 -310,000 1,190,000 2,030,000 3,530,000 -50,000 43,875 

548 -585,000 -585,000 0 0 -350,000 -2,925 

558 -695,000 -695,000 4,705,000 4,705,000 -1,550,000 -9,000 

560 -190,000 -190,000 -99,000 -99,000 -150,000 6,825 

561 -210,000 -210,000 2,130,000 2,130,000 200,000 0 

563 -45,000 -45,000 5,155,000 5,155,000 -50,000 0 

566 -865,000 -865,000 5,635,000 5,635,000 -550,000 -6,500 

572 -550,000 -550,000 6,650,000 6,650,000 -650,000 0 

574 -710,000 -710,000 10,090,000 10,090,000 -1,050,000 -9,000 

582 -95,000 55,000 1,075,000 1,225,000 200,000 0 

584 -10,000 -10,000 3,890,000 3,890,000 -50,000 0 

598 -25,000 -25,000 560,000 560,000 200,000 0 
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603 -65,000 -65,000 $520,000 $520,000 $200,000 $0 

605 -495,000 -495,000 13,905,000 13,905,000 -1,800,000 -9,000 

608 -365,000 -365,000 220,000 220,000 -250,000 0 

610 -350,000 -350,000 6,150,000 6,150,000 -750,000 -6,500 

618 -415,000 -415,000 170,000 170,000 -150,000 -2,925 

624 -105,000 -105,000 480,000 480,000 -150,000 0 

627 -40,000 -40,000 6,460,000 6,460,000 -550,000 0 

634 -150,000 -150,000 1,605,000 1,605,000 -350,000 0 

636 -70,000 -70,000 1,685,000 1,685,000 200,000 0 

637 -410,000 -410,000 890,000 890,000 -350,000 0 

649 -380,000 -380,000 5,020,000 5,020,000 -1,050,000 -9,000 

665 -535,000 -535,000 4,665,000 4,665,000 -550,000 -6,500 

673 120,000 -530,000 705,000 55,000 -250,000 -2,925 

681 -185,000 -185,000 7,015,000 7,015,000 -750,000 -9,000 

683 -135,000 -135,000 3,765,000 3,765,000 200,000 0 

700 -35,000 -35,000 2,565,000 2,565,000 -250,000 0 

702 -520,000 -520,000 2,990,000 2,990,000 -250,000 0 

742 90,000 -10,000 3,015,000 2,915,000 200,000 -2,925 

747 710,000 -540,000 1,295,000 45,000 -1,050,000 -2,925 

786 -295,000 -295,000 -19,000 -19,000 200,000 0 

811 -410,000 290,000 4,790,000 5,490,000 -550,000 -6,500 

816 -335,000 -335,000 3,565,000 3,565,000 -450,000 -6,500 

Note: the information in this table shows that respondents were overinsured (a negative number) or adequately insured 

($0) across various insurance types. This table illustrates the amounts by which the respondents were overinsured. The 

amounts of personal insurance held (PIH) were obtained from the survey, together with the amounts of their assets, 
liabilities and income, which allowed to calculate their PIN levels and subsequently PIS levels (PIN-PIH) (which is 

presented in this table). The PIN level for Trauma insurance was assumed to be $200,000 for all respondents. If they had 

no Trauma insurance at all, their level of underinsurance would be $200,000 and if they had some amount of Trauma 
cover, this would decrease their PIS amount by the amount of Trauma insurance held.   
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Appendix 15 
Respondent 

# 

Life min 

PIS 

$ 

TPD min 

PIS 

$ 

Life max 

PIS 

$ 

TPD max 

PIS 

$ 

Trauma 

PIS 

$ 

IP PIS 

 

$ 

5 no answer no answer no answer no answer no answer no answer 

6 no answer no answer no answer no answer 200,000 0 

8 460,000 460,000 1,630,000 1,630,000 no answer 43,875 

10 no answer no answer no answer no answer no answer no answer 

19 no answer no answer no answer no answer no answer no answer 

22 565,000 565,000 5,765,000 5,765,000 no answer no answer 

24 no answer no answer no answer no answer 200,000 43,875 

33 no answer no answer no answer no answer no answer no answer 

36 no answer no answer no answer no answer no answer no answer 

38 no answer no answer no answer no answer no answer no answer 

47 no answer no answer no answer no answer no answer no answer 

50 no answer no answer no answer no answer 200,000 20,700 

52 195,000 195,000 780,000 780,000 no answer no answer 

71 no answer 410,000 no answer 995,000 200,000 43,875 

78 1,240,000 1,540,000 3,840,000 4,140,000 no answer no answer 

89 no answer no answer no answer no answer no answer no answer 

107 no answer no answer no answer no answer 200,000 97,500 

108 no answer no answer no answer no answer 200,000 20,700 

109 no answer no answer no answer no answer no answer no answer 

114 no answer no answer no answer no answer 200,000 43,875 

122 -550,000 -550,000 970,000 970,000 200,000 no answer 

125 1,130,000 1,130,000 1,406,000 1,406,000 no answer no answer 

128 525,000 no answer 801,000 no answer 200,000 no answer 

130 -15,000 no answer 76,000 no answer no answer no answer 

133 0 0 615,000 615,000 200,000 no answer 

140 -385,000 no answer 2,000,000 no answer 50,000 -2,925 

142 no answer no answer no answer no answer 200,000 43,875 

153 no answer no answer no answer no answer no answer no answer 

158 0 no answer 585,000 no answer no answer no answer 

163 no answer no answer no answer no answer no answer no answer 

165 no answer 50,000 no answer 635,000 200,000 no answer 

166 no answer no answer no answer no answer 200,000 97,500 

174 no answer 0 no answer 191,000 200,000 6,825 

175 10,000 no answer 1,765,000 no answer no answer no answer 

178 no answer no answer no answer no answer 200,000 0 

183 no answer no answer no answer no answer 200,000 43,875 

184 no answer no answer no answer no answer 200,000 43,875 

187 no answer 985,000 no answer 1,167,000 200,000 6,825 

189 no answer no answer no answer no answer no answer no answer 

198 -50,000 -50,000 802,000 802,000 200,000 no answer 

199 no answer no answer no answer no answer no answer no answer 

200 -360,000 390,000 2,240,000 2,990,000 no answer no answer 

201 no answer no answer no answer no answer 200,000 20,700 
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216 no answer no answer no answer no answer no answer no answer 

217 no answer no answer no answer no answer 200,000 97,500 

218 -505,000 no answer 795,000 no answer no answer 20,700 

220 200,000 200,000 785,000 785,000 200,000 no answer 

222 no answer no answer no answer no answer no answer no answer 

227 no answer no answer no answer no answer 200,000 135,000 

231 no answer no answer no answer no answer no answer no answer 

249 745,000 no answer 9,745,000 no answer 200,000 -9,000 

250 no answer no answer no answer no answer no answer no answer 

251 no answer no answer no answer no answer no answer no answer 

256 no answer no answer no answer no answer 200,000 43,875 

259 no answer no answer no answer no answer 200,000 43,875 

267 no answer no answer no answer no answer 200,000 97,500 

269 no answer no answer no answer no answer no answer no answer 

292 -35,000 -35,000 550,000 550,000 200,000 no answer 

295 no answer 1,196,000 no answer 3,130,000 200,000 43,875 

297 390,000 no answer 481,000 no answer 200,000 0 

298 no answer no answer no answer no answer -750,000 6,825 

299 no answer no answer no answer no answer 200,000 43,875 

311 no answer no answer no answer no answer no answer no answer 

615 no answer no answer no answer no answer no answer no answer 

320 -355,000 no answer 815,000 no answer 200,000 43,875 

321 no answer no answer no answer no answer 200,000 97,500 

640 no answer no answer no answer no answer no answer no answer 

342 515,000 515,000 3,115,000 3,115,000 no answer no answer 

343 no answer no answer no answer no answer no answer no answer 

346 no answer 715,000 no answer 5,915,000 200,000 97,500 

347 no answer no answer no answer no answer no answer no answer 

352 no answer no answer no answer no answer no answer no answer 

354 -680,000 no answer -316,000 no answer -150,000 6,825 

355 no answer no answer no answer no answer no answer no answer 

360 no answer no answer no answer no answer no answer no answer 

363 60,000 60,000 336,000 336,000 200,000 no answer 

364 0 no answer 71,000 no answer no answer no answer 

367 10,000 no answer 595,000 no answer no answer no answer 

369 -350,000 0 433,000 783,000 200,000 no answer 

370 no answer no answer no answer no answer no answer no answer 

372 no answer no answer no answer no answer no answer no answer 

375 no answer no answer no answer no answer no answer no answer 

376 no answer no answer no answer no answer no answer no answer 

377 no answer no answer no answer no answer no answer no answer 

383 no answer no answer no answer no answer no answer no answer 

386 no answer no answer no answer no answer no answer no answer 

388 no answer no answer no answer no answer no answer no answer 

389 no answer no answer no answer no answer 200,000 97,500 

391 no answer no answer no answer no answer no answer no answer 
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393 no answer no answer no answer no answer no answer no answer 

394 no answer no answer no answer no answer 200,000 no answer 

395 -450,000 0 no answer no answer no answer no answer 

396 no answer no answer no answer no answer no answer no answer 

398 190,000 no answer 775,000 no answer 200,000 -2,925 

403 no answer no answer no answer no answer 200,000 97,500 

404 no answer no answer no answer no answer no answer no answer 

405 no answer no answer no answer no answer no answer no answer 

406 no answer no answer no answer no answer no answer no answer 

407 no answer no answer no answer no answer no answer no answer 

412 -320,000 no answer 508,000 no answer no answer no answer 

415 no answer no answer no answer no answer no answer no answer 

417 no answer 625,000 no answer 1,925,000 no answer no answer 

419 -450,000 no answer -404,000 no answer 200,000 no answer 

422 -75,000 no answer 1,029,000 no answer 200,000 20,700 

423 510,000 no answer 1,810,000 no answer 200,000 0 

430 no answer no answer no answer no answer no answer no answer 

431 no answer no answer no answer no answer 97,500 200,000 

437 no answer no answer no answer no answer no answer 6,825 

438 no answer no answer no answer no answer no answer no answer 

443 no answer no answer no answer no answer no answer 97,500 

446 -225,000 25,000 2,700,000 2,950,000 no answer no answer 

447 120,000 -1,130,000 1,420,000 170,000 no answer no answer 

452 no answer no answer no answer no answer no answer no answer 

467 no answer no answer no answer no answer 200,000 97,500 

482 730,000 730,000 1,006,000 no answer 200,000 20,700 

484 2,735,000 no answer 3,011,000 no answer no answer no answer 

486 no answer no answer no answer no answer no answer no answer 

491 1,815,000 1,815,000 1,997,000 1,997,000 no answer no answer 

509 no answer no answer no answer no answer no answer no answer 

517 no answer no answer no answer no answer 200,000 97,500 

520 no answer no answer no answer no answer no answer no answer 

522 595,000 no answer 3,195,000 no answer 200,000 0 

527 no answer no answer no answer no answer no answer no answer 

533 275,000 no answer 366,000 no answer no answer no answer 

541 no answer no answer no answer no answer no answer no answer 

543 no answer no answer no answer no answer 200,000 no answer 

551 no answer no answer no answer no answer no answer no answer 

553 no answer no answer no answer no answer no answer no answer 

555 1,250,000 no answer 3,850,000 no answer 150,000 0 

557 755,000 no answer 2,055,000 no answer no answer 0 

571 no answer no answer no answer no answer 200,000 97,500 

579 no answer no answer no answer no answer 200,000 no answer 

607 no answer no answer no answer no answer 200,000 6,825 

612 85,000 no answer 2,425,000 no answer 200,000 43,875 

630 215,000 465,000 491,000 741,000 no answer 20,700 
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633 0 200,000 91,000 291,000 200,000 no answer 

635 -70,000 no answer 1,685,000 no answer no answer no answer 

640 no answer no answer no answer no answer no answer no answer 

641 445,000 no answer 3,045,000 no answer 200,000 97,500 

642 no answer no answer no answer no answer no answer no answer 

645 no answer no answer no answer no answer 200,000 43,875 

646 30,000 30,000 306,000 306,000 no answer no answer 

655 -55,000 no answer 530,000 no answer no answer no answer 

701 1,170,000 1,170,000 1,446,000 1,446,000 no answer no answer 

707 no answer no answer no answer no answer no answer no answer 

708 no answer 55,000 no answer 146,000 200,000 6,825 

709 no answer no answer no answer no answer 200,000 97,500 

710 no answer no answer no answer no answer no answer no answer 

725 no answer -80,000 no answer 1,090,000 200,000 0 

783 no answer no answer no answer no answer 2,000,000 97,500 

801 no answer no answer no answer no answer no answer no answer 

802 no answer no answer no answer no answer no answer no answer 

808 no answer no answer no answer no answer no answer no answer 

812 no answer no answer no answer no answer no answer no answer 

817 no answer no answer no answer no answer no answer no answer 

Note: this table illustrates PIS values for those 155 respondents who did not provide some piece of information.  For 62 

respondents it was not possible to determine personal insurance shortfalls for all covers, and it is recorded as ‘no answer’ 

across all insurance types. 59 respondents were underinsured in relation to all personal insurance types where the answers 

were provided and recorded in the Bold text. 21 respondents were overinsured or adequately insured in relation to minimum 

and/or maximum Life and/or TPD insurance types, and it is presented as the underlined amounts. Ten respondents were 
either overinsured or adequately insured in relation to TPD and/or Trauma insurance, and recorded in the Italic text. Three 

respondents were overinsured or adequately insured across various personal insurance types and recorded as the 

highlighted text.    

 

 

 

 

 


