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Abstract
Nowadays, life insurance is a significant component of human life which most important role is welfare of households in the
future. Life insurance as an investment tool as well, in order to overcome the difficulties caused by the death of the head of
household and aging and senility. Life insurance demand is influenced by various economic and social and demographic
factors.

The aim of this paper is to analyze social and demographic and economic determinants of life insurance consumption. The
study also seeks to identify the most essential components such as: age, saving, marital status, income, education.
The data were collected using a questionnaire, and data analyze was done using SPSS software. A questionnaire survey was
conducted with the sample consisting 223 people, which had experience in life insurance.In this study, for data analysis the
Kolmogorov-Smirnov test and the Spearman correlation test was used.
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1. Introduction
Insurance is a protection against financial loss arising on the happening of unexpected event. Life insurance as an investment
tool as well, in order to overcome the difficulties caused by the death of the head of household and aging and senility.In many
countries with life insurance, a great resource for the entire community, which can be obtained from the insurance taken for
his development of the insurance industry and can be applied in other sectors or service.

Despite the development of insurance in developed countries and even many developing countries, we can see life insurance
is an essential need for today life.More specifically, insurance may be defined as a contract where in one party (the insurer)
agrees to pay to the other party (the insured) or his beneficiary, a certain sum upon a given contingency (the risk) against
which insurance is required.

The aim of this paper is to analyze social and demographic and economic determinants of life insurance consumption. The
study also seeks to identify the most essential components such as: age, saving, marital status, income, education and
advertising.

2. Review of the Literature
Insurance has been defined to be that by which a sum of money as a premium is paid by the insured in consideration of the
insurers bearing the risk of paying a large sum upon a given contingency. Life insurance or commonly life assurance,
especially in the Commonwealth is a contract between an insured (insurance policy holder) and an insurer or assurer, where
the insurer promises to pay a designated beneficiary a sum of money the "benefits" in exchange for a premium, upon the
death of the insured person. Depending on the contract, other events such as terminal illness or critical illness may also
trigger payment. The policy holder typically pays a premium, either regularly or as a lump sum. Other expenses such as
funeral expenses are also sometimes included in the benefits.

2.1.Income
Income level significantly affects the demand for life insurance. Life insurance becomes more affordable when income
increases. Hammond et al. (1967) and mantis and farmer (1968) find influence of employment on life insurance consumption.
Namely, employment provides source of income and according to the theory to the theory of consumption it is permanent
factor which determines level and distribution of income among consumption and saving. Thus, life insurance will be
demanded more by individuals who are employed compared to those unemployed.The findings of Cargill & Troxel (1979),
Babbel (1985), Browne &Kim (1993), Outreville (1996) and Rubayah and Zaidi (2000) confirm that income has a positive
relationship with life insurance demand.
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2.2.Education:According to Outreville (1996) individuals with higher level of education are more aware of risk and the
importance of risk management. Thus, education increases risk aversion and education have higher income and can people to
demand  life  insurance.  Consequently,  more  life  insurance  will  be  purchased  by  more  educated  individuals. Moreover
according to Browne &kim (1993) higher education implies that individuals are dependent on family income earner. Thus,
education could serve as additional proxy for dependence on the family breadwinner.

Additionally, as the family income earner is more educated, implying that he/she receives a high income. There will be a
higher financial loss to the family in case of his/her dead in comparison to those of with lower education. Education is found
to be positively related of life insurance demand in empirical studies of Hammond et al. (1968), Truett & Truett (1990),
Browne & Kim (1993), and Li et al. (2007).      Life insurance consumption should rise with education for several reasons.
First of all, as showed by Browne and Kim (1993), education is a good proxy to measure the risk aversion. An individual s
education level is positively related to greater risk aversion. A higher level of education may increase the ability of people to
understand the benefits and complexity of risk management and long term saving considering social security financing issue.

2.3.Marital status:Mantis  &  Farmer  (1968)  find  that  marriages  have  an  effect  on  life  insurance  demand,  but
contrary  to  the expectation, it is negative. Namely, they expect that married men spend more money on life insurance than
single men since they want to project their dependents  of death risk of family breadwinner.  The explanation  of the
empirical results could be that unmarried individuals have more disposable income and thus more resource to buy life
insurance than those married.

2.4.Saving:A higher interest rate on alternative saving products tends to cause insurance products to become less attractive as
a saving instrument.
Outreville (1996) has shown that interest rates such as the real interest rate and the lending are not a determining factor

affecting the demand for life insurance.  The real interest rate is obtained by subtracting the anticipated inflation from the
current bank discount rate.

2.5. Age:Age is a significant factor in purchasing a life insurance demand. In other words, with increasing age the demand
for life insurance will be increased. Sometimes people think that they are not ill till the age of 65, they do not think your
insurance and this will affect on demand. The government must have plan with new advertising methods to increase
understanding and awareness of people about life insurance.

3. Research Methodology
Based on the literature review, the model focused on the effect of social and demographic and economic factors on life
insurance demand which consists of the relationship of income, education, marital status, saving and age with respect to life
insurance demand . The model is summarized in Figure 1.

H1

Fig 1 . Conceptual Framework
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Research Hypotheses
Research hypotheses based on the research model include:
H1: Income has a significant relation on life insurance demand.
H2: Saving has a significant relation on life insurance demand.
H3: Education has a significant relation on life insurance demand.
H4: Marital status has a significant relation on life insurance demand.
H5: Age has a significant relation on life insurance demand.

In this study, we collected data through questionnaires with a sample size of 223 respondents. Overall, from the total of 274
questionnaires distributed during a two month data collection period, there were only 223 valid questionnaires received that
could be used for further analysis.

Data Analysis and Finding
This Tables and bar chart indicates the presents descriptive profiles of the sample (N=223), including major items
demographic profiles such as gender, age group, education level, occupation, income level.

Age(Years)

Frequency Percent Valid Percent

Cumulative

Percent

Valid 21-30 133 59.6 59.6 59.6

31-40 66 29.6 29.6 89.2

upper the 41 24 10.8 10.8 100.0

Total 223 100.0 100.0

Male Or Female

Frequency Percent Valid Percent

Cumulative

Percent

Valid f 73 32.7 32.7 32.7

m 150 67.3 67.3 100.0

Total 223 100.0 100.0

Occupation Position

Frequency Percent Valid Percent

Cumulative

Percent

Valid student 102 45.7 45.7 45.7

government employee 73 32.7 32.7 78.5

private employee 48 21.5 21.5 100.0

Total 223 100.0 100.0
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In this research hypothesis, Spearman correlation test is being used. First, to examine the condition of normal distribution of
data, Kolmogorov-Smirnov test used and the results are shown in Table .

Descriptive Statistics

N Mean Std. Deviation Minimum Maximum

Age 223 5.5605 1.50215 2.00 8.00

Save 223 6.4664 1.42926 3.00 8.00

Education 223 8.0493 1.78641 5.00 12.00

Income 223 11.1749 2.48435 6.00 16.00

Marital status 223 10.9686 2.62591 3.00 15.00

LI Demand 223 8.4664 1.92833 3.00 11.00

Educational Level

Frequency Percent Valid Percent

Cumulative

Percent

Valid diploma 66 29.6 29.6 29.6

bachelor 54 24.2 24.2 53.8

master 84 37.7 37.7 91.5

phd 19 8.5 8.5 100.0

Total 223 100.0 100.0

Income(revenue)

Frequency Percent Valid Percent

Cumulative

Percent

Valid under the 499$ 126 56.5 56.5 56.5

upper the 500$ 90 40.4 40.4 96.9

4.00 7 3.1 3.1 100.0

Total 223 100.0 100.0
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Testing the first Hypothesis
There is a significant relation between age and life insurance demand.
H0: There is a significant relation between age and life insurance demand.
H1: There is no significant relation between age and life insurance demand.

Table 1: Correlation between age and life insurance demand

Age LIDemand

Spearman's rho Age Correlation Coefficient 1.000 -.001

Sig. (2-tailed) . .983

N 223 223

LIDemand Correlation Coefficient -.001 1.000

Sig. (2-tailed) .983 .

N 223 223

As a can be seen in the correlation table 1, we can see the significance is 0.983 and is higher than α=0. 05, H0 is accepted.
It can be said that at 0.01 level, There is no significant relation between age and life insurance demand with a correlation

equal to -.001.

Testing The Second Hypothesis
There is a significant relation between saving and life insurance demand.

H0: There is a significant relation between saving and life insurance demand.
H1: There is no significant relation between saving and life insurance demand.

One-Sample Kolmogorov-Smirnov Test

Age save education income marital LIDemand

N 223 223 223 223 223 223

Normal

Parametersa,b

Mean 5.5605 6.4664 8.0493 11.1749 10.9686 8.4664

Std. Deviation 1.50215 1.42926 1.78641 2.48435 2.62591 1.92833

Most Extreme

Differences

Absolute .180 .188 .161 .204 .204 .205

Positive .115 .142 .161 .105 .112 .094

Negative -.180 -.188 -.108 -.204 -.204 -.205

Kolmogorov-Smirnov Z 2.689 2.810 2.408 3.042 3.051 3.068

Asymp. Sig. (2-tailed) .000 .000 .000 .000 .000 .000

By the overall looking at this table above, we can see the significant in all of the variable are 0.000 and are lower than
α=0.05, as a result, it is indicated the data distribution isn't normal.
Therefore, it must used of nonparametric tests. So, here Spearman correlation test is being used.
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Table 2: Correlation between saving and life insurance demand

save LIDemand

Spearman's rho save Correlation Coefficient 1.000 .325**

Sig. (2-tailed) . .000

N 223 223

LIDemand Correlation Coefficient .325** 1.000

Sig. (2-tailed) .000 .

N 223 223

As a can be seen in the correlation table 2, we can see the significance is 0.000 and is lower than α=0. 05, H0 is rejected.
It can be said that at 0.01 level, There is a significant relation between saving and life insurance demand with a correlation
equal to 0.325.

Testing the third Hypothesis
There is a significant relation between education and life insurance demand.

H0: There is a significant relation between education and life insurance demand.
H1: There is no significant relation between education and life insurance demand.

Table 3: Correlation between education and life insurance demand

education LIDemand

Spearman's rho education Correlation Coefficient 1.000 -.187

Sig. (2-tailed) . .067

N 223 223

LIDemand Correlation Coefficient -.187 1.000

Sig. (2-tailed) .067 .

N 223 223

As a can be seen in the correlation table 3, we can see the significance is 0.067 and is higher than α=0. 05, H0 is accepted.
It can be said that at 0.01 level, There is no significant relation between saving and life insurance demand with a correlation
equal to ¬-.187.

Testing the fourth hypothesis
There is a significant relation between marital status and life insurance demand.
H0: There is a significant relation between marital status and life insurance demand.
H1: There is no significant relation between marital status and life insurance demand.

Table 4: Correlation between marital status and life insurance demand

marital LIDemand

Spearman's rho marital Correlation Coefficient 1.000 .348**

Sig. (2-tailed) . .000

N 223 223

LIDemand Correlation Coefficient .348** 1.000

Sig. (2-tailed) .000 .

N 223 223
As a can be seen in the correlation table4, we can see the significance is 0.000 and is lower than α=0. 05, H0 is rejected.



Research Paper
Impact Factor: 3.996
Peer Reviewed & Indexed Journal

IJMSRR
E- ISSN -2349-6746

ISSN -2349-6738

International Journal of Management and Social Science Research Review, Vol.1, Issue – 28, Oct -2016 Page 206

It can be said that at 0.01 level, There is a significant relation between marital status and life insurance demand with a
correlation equal to 0.348.

Testing the fifth Hypothesis
There is a significant relation between income and life insurance demand.

H0: There is a significant relation between income and life insurance demand.
H1: There is no significant relation between income and life insurance demand.

Table 5: Correlation between income and life insurance demand

income LIDemand

Spearman's rho income Correlation Coefficient 1.000 .390**

Sig. (2-tailed) . .000

N 223 223

LIDemand Correlation Coefficient .390** 1.000

Sig. (2-tailed) .000 .

N 223 223
As a can be seen in the correlation table5, we can see the significance is 0.000 and is lower than α=0. 05, H0 is rejected.
It can be said that at 0.01 level, There is a significant relation between marital status and life insurance demand with a

correlation equal to 0.390.

Conclusion
The major focus of this study is that to examine the effect of social and demographic and economic factors such as age,

saving, marital status and income on life insurance demand. According to the results, saving, marital status and income have
a significant relation with life insurance demand and another variable age and education have no significant on life insurance
demand.

These elements are very important in life insurance demand. Life insurance is a significant component of human life which
most important role is welfare of households in the future. Therefore should be detailed and explicit information on people
and pay attention to their needs and desires.

Table 6: Summary of hypothesis testing
Hypothesis Coefficient Result

H1: between age & life insurance demand -.001 No Significant relation
H2: between saving & life insurance demand .325 Significant relation
H3 between education & life insurance demand -.187 No Significant relation

H4 between marital status & life insurance demand .348 Significant relation
H5: between income & life insurance demand .390 Significant relation
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