846 Ekonomicky ¢asopis,68, 2020,¢. 8, s. 846 — 863

Determinants of Individual Life-Related Insurance
Consumption: The Case of the Slovak Republic*

Tomas ONDRUSKA — Erika PASTORAKOVA — Zuzana BESOKA

Abstract

The premature death of a breadwinner, seriousrieguor an insufficient
level of income during retirement can decreaseditireg standard of households
substantially. Life insurance represents a toolrftanaging such kinds of uncer-
tainties, however, individuals do not adequatelpsider this need for security.
Papers focusing on factors determining life-relatesurance consumption iden-
tified many variations in the effect of these fextdhe reasons are not clear,
but one of the explanations is the aggregated matfrlife insurance without
focus on the type of covered risks. Based on sutaty we confirm the differ-
ences in the determinants of various risks covdrgdife insurance. In the
general life insurance model, we confirmed theofelhg as significant deter-
minants: gender, head of household status, combimaif marital status and
dependent children, saving behaviour and employrséatus. In the private
pension insurance coverage, significant determisané age, education, saving
behaviour and employment status. The willingnesbup accident cover with
life insurance is determined by the saving behavemd employment status.
Marginal effect has the status of head of household

Keywords: consumer behaviour, life insurance, insurance deimdagistic
regression

JEL Classification: G22, G52
DOI: https://doi.org/10.31577/ekoncas.2020.08.05

* TomaS ONDRUSKA — Erika PASTORAKOVA — Zuzana BROKBSA, University of
Economics in Bratislava, Faculty of National Econgrgpartment of Insurance, Dolnozemska
cesta 1, 852 35 Bratislava 5, Slovak Republic;ad:rftomas.ondruska@euba.sk; erika.pastorakova
@euba.sk; zuzana.brokesova@euba.sk

! This research was carried out with the financidistance of a research grants VEGA
No. 1/0466/19 and KEGA No. 015EU-4/2020 sponsorgdhie Ministry of Education, Science,
Research and Sport of the Slovak Republic.



847

Introduction

In household finance, the decision to buy lifatedl insurance combine the
problem of consumers’ uncertainty regarding thefurfe income, future consump-
tion and overall balance of household assets afilities. The usual sources of
consumer uncertainty include uncertainty aboutréutapital income, future labour
income (human capital), age at death, investmgmbrtymities, and relative prices
of consumer goods (Merton, 1975). Response to thesertainties and today’'s
decisions by individuals have a major impact orir theure standard of living, as
evidenced by studies. For example, Holden, Burldraasd Myers (1986) and
Hurd and Wise (1989) point to substantial declimelsving standards and an in-
crease in poverty rates among widowed females. iabr and Kotlikoff (1989)
analyse data gathered from households in middlehaigagh early retirement and
found that roughly one-third of wives and secondsasners would have seen their
living standards decline by 25 percent or morer dfie death of their spouse. In
the context of population aging, as well as a lawtipipation in retirement savings
products, and the different life expectancy of flem®aand males, several institu-
tions (OECD, see Rouzet et al., 2019; World Bame Bussolo, Koettl and
Sinnott, 2015) point out the risks that individuate exposed to as a result of in-
sufficient risk diversification in most Europeanuatries. There are several ways
of managing these uncertainties. In this paperfoses on the analysis of the de-
mand for life-related insurance as one of the toblssk management. In particu-
lar, we analyse the determinants of the chosemadnsa that cover specific risks.

The demand for life-related insurance is explaibgdeveral intentions: the
preventive management of future income uncertaiesylting from the death of
the breadwinner (Browne and Kim, 1993; HubbardnB&r and Zeldes, 1995),
the lifestyle motive (Modigliani and Brumberg, 2Q003he bequest motive
(Bernheim, Shleifer and Summers, 1985) as welhasatcumulation of wealth
and its appreciation (e.g. for retirement) (KeyrZg&)6). These intentions could
be classified within three general life insuraneendnd motives: 1. life protec-
tion“, 2. ,income protection” and 3. ,pure savin@Beenstock, Dickinson and
Khajuria, 1989). Each motive can be linked to wvasidife-related insurance
policies, therefore the demand for various lifeunagce-related policies might
vary. Previous research focused mainly on the tgivéaggregate life insurance
demand not reflecting these differences.

The aim of this paper is to identify the determitsaof individual life-related
insurance consumption with regard to particulauiaece covering specific type
of risks. Using a sample of 870 respondents froovalia, we examine the de-
terminants of life-related insurance demand inipaldr insurance coverages.
We expect different drivers for purchasing lifeurence covering the risks of
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death and endowment (referred to as General Liferance), a lowered standard
of living and reduction of regular monthly incomeedto retirement (referred to
as Private Pension Insurance) and loss of incoregaveduced working ability
as a result of an accident (referred Accident lmsce Rider as a life insurance
policy rider). We verify the assumption that thegeagate nature of life insur-
ance (without focus on the type of covered riskm)ld result in the discrepan-
cies among the results of previous studies. Thearqd differences in determi-
nants could help respond to the ambiguous resufisegious extensive research
on the determinants of life insurance demand. @sults could help policymakers
in Slovakia to stimulate demand for life-relatedurance. Life insurance density
is very low in the Slovak RepublicSince a reduction in the breadwinner’s work-
ing capacity due to disability, death or retirememtild have a significant impact
on the future consumption of other dependent haldemembers, households
in the Slovak Republic are exposed to the riskafepty. The failures of indi-
viduals in risk management and risk diversificatpans pressure on public sys-
tems. Understanding the determinants of life-relansurance demand is crucial
for policymakers in applying more effective toolfieh support risk manage-
ment via life-related insurance policies for indivals and households. The drivers
of life-related insurance demand is important sat thsurance companies and
policymakers' campaigns can be better targeteddatiduals and their actual
needs with regard to their socio-demographic ant@mic characteristics.

The paper is structured as follows: in the secggrtion, we present the re-
sults of previous research on the determinantbeidemand for life insurance,
where we point to their inconsistent results. Weufoon socio-demographic and
economic variables, which we then test in the eicglimnalysis. We examine
the determinants according to their impact on tF@eanentioned coverage
through general life insurance, private pensiomriaisce and accident insurance
(as life insurance policy rider). In the third pave present data and methodolo-
gy. In the results and discussion, we discuss thgirecal results. We confirm
the differences between the determinants of vanmksrelated insurance poli-
cies. The last section contains our conclusion.

1. Literature Review of the Determinants of Life Insurance Demand

The theoretical model of life insurance demand firas developed by Yaari
(1965), Hakansson (1969) and Fischer (1973), ladbowed by Pissarides
(1980), Campbell (1980), Karni and Zilcha (1986¢wlis (1989) and Bernheim

2 Life insurance in Slovakia is below the averagehef European insurance market. An aver-
age more than 1 300 USD per capita was spent efinurance in Europe in 2018. In Slovakia,
life insurance premiums per capita was 180 USR20ib8. (Swiss Re, 2019).



849

(1991). These pioneers established extensive @seadamining the determi-
nants of individuals' decisions to purchase lifsunance. After more than five
decades of research on life insurance driverstetbiglts are unsatisfactory since
no unified theory has been developed. Many detemténhave been studied:
personal, demographic, economic or financial, alif institutional and cultural
(Beck and Webb, 2003; Browne and Kim, 1993; Lilet2907). On the individual
and household levels, two main categories have mtified as important:
socio-demographic determinants (age, gender, e@dacadependent children,
employment status and religion) and economic determs of demand for life
insurance (income, savings and employment stakmjowing our research
scope, we discuss the effect of these determiamtere detail.

The age is the baseline variable that determimesetvel of premiums in life
insurance. The premium for life insurance increagiés age. The impact of age
on life insurance demand is not clearly proved &search. Berekson (1972),
Showers and Shotick (1994), Truett and Truett (J9Baek and DeVaney
(2005) claimed that an increasing age is positivefiected in the demand for
life insurance. The opposite, negative dependera® demonstrated by Ferber
and Lee (1980), Auerbach and Kotlikoff (1989), Beim (1991) and Chen,
Wong and Lee (2001).

Another demographic determinant that has beenlwidsearched without
clear results is gender. Gandolfi and Miners (1998)o focused on the deci-
sions of married males and females regardingisariance, identified a positive
influence of gender on life insurance demand. Furtlesearch led to conclu-
sions that there is no difference in life insuradeenand between females and
males (Schubert et al., 1999urak, DZaja and Pepur, 2013; Pastorakova et al.
2013). This discrepancy could result from varioyses of life insurance policies
as the gender and willingness to buy insuranceasseciated with a different
degree of risk aversion between females and m&esgans et al., 2009).
However, the higher rate of risk aversion of feraatempared to males was
confirmed particularly by studies analysing indivad investment decisions (e.qg.
Halek and Eisenhauer, 2001; Powell and Ansic, 19B7vious literature did
not fully explain these differences.

The positive impact of education on the demandiferinsurance has been
confirmed by several studies (Hammond, Houston Methnder, 1967; Ferber
and Lee, 1980; Burnett and Palmer, 1984; Truettemeétt, 1990; Browne and
Kim, 1993; Gandolfi and Miners, 1996; Li et al.,aX). A higher level of educa-
tion is associated with a greater understandingp@frisks facing the individual
and thereby the need for life insurance (Browne Kird, 1993). Outreville
(1996) declared that the period of the financigledelency of offspring is even
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prolonged by a higher level of education. Howeuwbe negative impact of
a higher level of education on demand for insurames proved by Auerbach
and Kotlikoff (1989), who pointed out that less ealied people are better in risk
securitization.

The importance of life insurance lies in protegtiiependents from financial
difficulties in the event of the death of the breather (Hammond, Houston and
Melander, 1967; Campbell 1980). The demand foritigairance should be higher
for individuals with dependents, which has beervedoby the majority of papers
(Burnett and Palmer, 1984; Truett and Truett, 18fekson, 1972; Hammond,
Houston and Melander, 1967; Beenstock, Dickinsah kimajuria, 1989, and Li
et al., 2007). An increasing number of financiallgpendent children increases
the tendency to buy life insurance (Chui and KwBR08). The dependency
should be distinguished from the interdependenisingrfrom the cohabitation
of an individual in a partnership or marriage.

The positive impact of marital status (higher iegt in insurance products for
married persons) was confirmed by few studies (thaaer and Halek, 1999;
Baek and DeVaney, 2005). The number of studies Ipaweed a significant
negative impact of marriage on life insurance dein@ammond, Houston and
Melander, 1967; Mantis and Farmer, 1968; Bernhd®91; Mahdzan and Vic-
torian, 2013). They pointed to the fact that induals living alone prefer life
insurance. Their motivation lies in the need tausedhe financial consequences
of a serious illness or injury.

In this respect, it may be appropriate to obsémeedecisions of the individual
acting as the head of the household, regardlesghether they are married or
not, or whether they have dependent children or io¢ head of the household
represents a decision maker in financial matteds ahthe same time, his/her
disability, loss of income or death significantlfezts the income of the house-
hold. Therefore, the interest in any form of lifssiirance is higher for individuals
who are the head of the household. Hammond, HoustonMelander (1967)
and Campbell (1980) stated that the head of thedtmid has its irreplaceable
place, which predetermines it to an increased ddnmalife insurance.

Another issue related to life insurance demanithesbelief of individuals in
»a higher power”, due to which their willingnesstiay life insurance coverage
is significantly lower. Religion had been a strangtural contradiction to life
insurance in the past (Zelizer, 1983), since ahooldx faith considers the pur-
chase of life insurance as an expression of theithwhl's disbelief in ,a higher
power" and its protection. Henderson and Milhous#8{) reported that through
religion it is possible to gain a better view oflividual behaviour because of
the uniqueness of national cultures. Burnett anidh®&a(1984) confirmed the



851

negative impact of religion on demand for life ireswce. It is necessary to rec-
ognize that different religions differ in their ws of insurance (Daniel, 2003)
and for example Islam has a specific position amatigions, which does not
allow the use of life insurance built on traditibpanciples.

The living standard and wealth of individuals i&se as their income be-
comes higher, and life insurance becomes moredzsfde. Most of the studies
confirmed the positive impact of income on the dednfor insurance (Hammond,
Houston and Melander, 1967; Mantis and Farmer, 1B68er, 1969; Neumann,
1969; Fortune 1973; Ferber and Lee, 1980; BurmettRalmer, 1984; Truett and
Truett, 1990; Browne and Kim, 1993; Showers andti€ko1994; Gandolfi and
Miners, 1996; Outreville, 1996; Li et al., 2007)nderson and Nevin (1975)
found a positive relationship between current ineand life insurance demand
for low- and high-income households.

Life insurance demand is associated with savitgbieur. Previous research
brought mixed results concerning the particulaatrehship between saving
behaviour and ownership of life insurance. Botlatiehs (insurance and savings
as substitutes or complements) were supportedeimiure. Several studies have
found that saving behaviour (not only the amounedabut also the willingness
to create savings) has a positive impact on theaddrfor life insurance (Headen
and Lee, 1974; Ferber and Lee, 1980; Bernheim, ;1d@hdzan and Victorian,
2013). On the other hand, Rose and Mehr (1980)rocoed that individuals who
seek saving products consider life insurance pselanong other types of de-
posits and investments.

The majority of the papers, in spite of differefws on employment status,
confirmed the positive impact of employment on tleenand for life insurance
(Hammond, Houston and Melander, 1967; Mantis amch€a 1968; Duker, 1969;
Ferber and Lee, 1980; Miller, 1985; Fitzgerald, 2;98uerbach and Kotlikoff,
1989). The studies analysed the working statusdaifviduals through various
concepts. Hammond, Houston and Melander (1967), Madtis and Farmer
(1968) showed it as the status of workers in th®ua process. Goldsmith
(1983) and Gandolfi and Miners (1996) used employnas a measuring tool
for a wife's work status. Research by Lee, Kwon @hading (2010) looked at
this determinant as the classification of indivilduia the work process, such as
self-employed persons, employed persons and ungetgloersons, with higher
demand being recorded for self-employed individuals

The inconsistency of the previous results evokegi@stion regarding the
causes of these differences. The possible reagbe @ifferent risks aggregated
in the category of life insurance. In our analygis, focus on identifying differ-
ences in the individual determinants of life-rethtesurance products covering
different risks.
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2. Data and Methodology

The empirical analysis of the impact of demogra@nd economic determi-
nants of life-related insurance demand was perfdrore a sample of 870 re-
spondents from the Slovak Republic. The survey $amgnsists of respondents
between the ages of 18 and 62, with the sharenshlés being 49.66 percent.
The sample follows the demographic distributionhef Slovak Republic’s popu-
lation based on age and gender (Statistical Offfcthe Slovak Republic). The
age distribution consists of the group from 18 ® y&ars represented by
15.06%, the group from 25 to 39 years comprise83df individuals (38.05%).
The age group 40 — 61 is represented by 408 inaksd(46.90%). Descriptive
statistics and definitions of variables are showmable 1.

Table 1
List of Explanatory Variables and Descriptive Statstics
Variable Definition Mean ﬁtaf.‘d"?“d
eviation

GENDER Binary variable equals one for female. 0.50 0.500
AGE Variable denoting subject’s age

(1=18-24;2=25-39;3=40-61). 191 0.918
EDUCATION Binary variable equals one for those who have

finished university education. 0.53 0.499
MARITAL_ ST Binary variable equals one for those who are

married or living as a couple. 0.50 0.500
DEPENDENTS Binary variable equals one for those who have af

least one child. 0.43 0.496
HEAD_OF_HOUSEHOLD | Binary variable equals one for those who are head

of household. 0.54 0.498
RELIGION Binary variable equals one for those who are

believers. 0.70 0.459
INCOME Variable denoting subject’s gross monthly income

group (1 = under 330 EUR; 2 =331 — 880 EUR;

3=881-1500 EUR, 4 =over 1500 EUR). 2.34 0.838
SAVINGS Binary variable equals one for those who are

making savings. 0.78 0.413
EMLOYMENT_ ST Variable denoting subject’s status on labour market

(1 = employed; 2 = entrepreneurs; 3 = students,

unemployed or pensioners). 1.57 0.817

Source:Author’s calculations.

We use binary logistic regression to analyse tfeeteof independent individu-
al characteristics on the demand for a particufafrélated insurance product.
This type of regression is used because of theyeatal character of our varia-
bles. The maximum likelihood method was used fameging the parameters of
the model following the general formula:

Prob (INS=1) =1 (B, E) (1)
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where
INS — a dependent variable that equals to 1 if théviddal has a particular type
of insurance and 0 otherwise. Analysed types afiremsce are General Life
Insurance (LIFE_INS), Private Pension InsuranceN®HNS) and Accident
Insurance Rider (ACC_R),
D; - a set of demographic characteristics of indiald
E; - a set of economic characteristics of individual

We estimated three individual models and, as agtnless check, the com-
bined model testing overall life-related insuradesnand. The specifications of
estimated models are as follows. In all models digygendent variable is a binary
variable equal to 1 if the individual has particuife-related insurance product
and O otherwise. In Model 1, the analysed insurgmoeluct is General Life
Insurance (LIFE_INS) that covers the risks of deatid endowment or their
combination)? In Model 2, we focus on Private Pension InsurgiiREeNS_INS)
(supplementary pension scheme covering risks cel@taetirement securitiza-
tion®). The determinants of Accident Insurance Rider CAR) (rider to General
Life Insurance that covers the risk of acciden¢) @stimated in Model 3Model
4 represents a combined model. In this model, @peadent variable is defined
as 1 if the respondent has any of the analyseddi&ted insurance policies and
0 otherwis€. This model helps us to show the differences iimeged drivers
for particular life-related insurance products aggregate life-related insurance
demand.

We have several demographic and economic explgnatriables chosen
based on the review of the literature presentethénprevious section of the
paper. Our explanatory variables are as followadge (GENDER), age (AGE),
education (EDUCATION), marital status (MARITAL_STdependent children
(DEPENDENTS), head of household (HEAD_OF_ HOUSEHQOLDligion
(RELIGION), income (INCOME), savings (SAVINGS) ardnployment status
(EMPLOYMENT_ST). Because of the presence of a ma#eassociation rate
between the variable MARITAL ST and variable DEPENO'S, we included
a further variable of their cross effect in the mlod

3 This insurance includes capital endowments and-Linked policies. In terms of gross
written premium, these insurances are very popuol&lovakia. It represents over 75% of the life
insurance industry (AXCO Insurance Market Report,6301

4 A supplementary pension scheme is available inSlogak Republic as an addition to the
mandatory pension schemes.

5 Accident insurance as a representative of othkcyptypes available in the Slovak insurance
market is the most popular rider within all lifedapension products (in terms of written premium).

% We did not include health insurance (includingylabmpensation for hospital treatment) in
our research as this line is not substantial iv&{d@, mainly due to the wide range of cover under
the public system, which is mostly either providedfree or with a small co-payment.
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3. Results and Discussion

Empirical results are shown in Table 2. In geneta determinants of insur-
ance demand vary based on the particular typdesfdlated insurance. Specifi-
cally, in Model 1 which focuses on the demand fa&n&al Life Insurance
(LIFE_INS), significant determinants are female ({@GEER), positive saving
behaviour (SAVINGS) and marginally significant iethead of household status
(HEAD_OF_HOUSEHOLD), cross term between maritatustaand dependent
children/s (DEPENDENTS*MARITAL_ST) and employmenats (EMPLOY-
MENT_ST). In Model 2, concerning the demand fov&ie Pension Insurance
(PENS_INS), the significant determinants are ag6&HE® university education
(EDUCATION), positive saving behaviour (SAVINGSndemployment status
(EMPLOYMENT_ST). Marginally significant is if theespondent have at least
one dependent children (DEPENDENTS). In Model 3ctvitests the determinants
of Accident Insurance Rider (ACC_R), the significfactors are positive saving
behaviour (SAVINGS) and entrepreneur employmentsttEMPLOYMEN_ST).
Marginal effect has the head of household statlsA®I OF _HOUSEHOLD).
The combined model (Model 4) support the role effégmale (GENDER), cross
term of marital status and dependent children/SPEMDENTS*MARITAL_ST),
the propensity to save (SAVINGS) and student/uneggu/pensioner status
(EMPLOYMENT_ST). Marginally, the university eduaati (EDUCATION) has
effect in combined model. The findings support cain assumption that the
aggregate character of life insurance (without $ocn the type of covered risks)
could result in the discrepancies of the resultsrefious studies.

The respondent’s gender significantly influendeswillingness to buy General
Life Insurance (LIFE_INS) in Model 1 and the Conddrmodel (Model 4). The
chance to have a General Life Insurance contraatfemsale is 1.38 times higher
than the chance of a male. Our research confirmgdbults of Gandolfi and
Miners (1996), in which females buy life insuramoere often than males. Fe-
males are more likely to manage life-related ritkeugh life-related insurance.

Determinant AGE has significant impact only in tedel 2 estimating de-
terminants of Private Pension Insurance. Similaulte for the whole life insur-
ance interest were confirmed by several studiesgk®en (1972), Showers and
Shotick (1994), Truett and Truett (1990) and Bael ®eVaney (2005). Im-
portant finding is that as the age of individuatgrease, their demand for Pri-
vate Pension Insurance also increase. Respondgedsld8 — 24 have 0.3 times
chance of having Private Pension Insurance in casgpato respondents aged
40 — 61. For those aged 25 — 39 it is 0.7 times@han comparison to the focus
group. This is despite the fact that efforts t@lksh a pension plan in older age
are economically inefficient.
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Table 2
The Impact of the Variables on the Demand for Indivdual Types of Insurance
Variable General Life Private Accident Combined
Pension Insurance
Insurance : model
Insurance Rider
Model Model Model Model
(1) (2) (3) (4)
GENDER (FEMALE) 0.325 0.101 0.047 0.364
(0.154) (0.167) (0.157) (0.168)
AGE (18 — 24) 0.032 -1.178 0.016 -0.211
(0.287) (0.398) (0.307) (0.298)
AGE (25 - 39) -0.147 -0.343 -0.203 -0.239
(0.182) (0.187) (0.184) (0.203)
EDUCATION (UNIVERSITY) 0.161 0.596 0.139 0.328
(0.158) (0.172) (0.161) (0.172)
MARITAL_ST (MARRIED/COUPLE) 0.302 0.393 -0.137 0.327
(0.229) (0.246) (0.235) (0.249)
DEPENDENTS (YES) -0.478 0.525 -0.334 —0.480
(0.298) (0.313) (0.315) (0.308)
HEAD_OF HOUSEHOLD (YES) 0.275 -0.125 0.303 0.134
(0.162) (0.171) (0.164) (0.180)
RELIGION (BELIEVER) 0.137 -0.031 0.112 0.169
(0.160) (0.176) (0.166) (0.174)
DEPENDENTS (YES)* MARITAL_ST|
(MARRIED/COUPLE) 0.640 -0.155 0.401 0.846
(0.365) (0.382) (0.379) (0.391)
INCOME (331 - 880) -0.448 0.154 -0.303 —0.367
(0.292) (0.412) (0.328) (0.299)
INCOME (881 — 1500) -0.275 0.511 -0.186 —0.233
(0.334) (0.436) (0.363) (0.352)
INCOME (1500-) -0.059 0.745 0.214 0.212
(0.404) (0.488) (0.422) (0.447)
SAVINGS (YES) 0.97T 1.207" 1.379" 1.155"
(0.187) (0.244) (0.235) (0.191)
EMLOYMENT_ST (ENTERPRENEUR 0.388 -0.166 0.426* -0.048
(0.225) (0.216) (0.209) (0.248)
EMPLOYMENT_ST (STUDENTS,
UNEMPLOYED, PENSIONER) —-0.458 —-1.155" -0.350 —-0.769
(0.258) (0.333) (0.289) (0.267)
Constant -0.710 —2.019" -1.727" —-0.296
(0.376) (0.492) (0.423) (0.390)
Observations 870 870 870 870
Cox and Snell R Square 0.100 0.208 0.088 1430.
Nagelkerke R Square 0.135 0.283 0.121] 0.201

Note Standard errors are reported in parentheses. *¥, *** indicates significance at the 90%, 95%9%

and 99.99% levels, respectively.
Source:Author’s calculations.

Individuals with university education are moreeir@sted in Private Pension
Insurance (Model 2) and marginally in overall dechéor life-related (Model 4).
Their probability to have Private Pension Insuraisc&.8 times higher in com-
parison to respondents with primary or secondaucaiibon. The positive impact
of higher education has been confirmed by a nundbestudies (Hammond,
Houston and Melander, 1967; Ferber and Lee, 1988t and Palmer, 1984;
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Truett and Truett, 1990). Higher education can rtoute to a greater awareness
of the risks and threats over the lifetime of thdividual, as well as to under-
standing the insurance and its role in the retirem& higher level of education
is associated with a stronger desire to protecé@gnts and provide them with
a stable standard of living (Truett and Truett, 199

The key role of life-related insurance is to pobtdependent persons from
financial difficulties of household resulting frotihe breadwinner's death (Ham-
mond, Houston and Melander, 1967, Campbell, 1989)we pointed out in the
literature review, the majority of studies provedignificant and positive im-
pact. Our results do not confirm this assumptidme Teason lies in the different
historical development, where individuals preferplace their funds in other
forms of assets (instead of life insurance) in $h@vak Republic. The bequest
motive is mainly represented by the ownership af estate. About 90% of Slo-
vak households own real estate whereas in the Ib@igimg country of Austria,
the ratio is about 48% according to the Financep&tstem Household and
Consumption Network (2013). The effect of havindegpendent person on life-
related insurance is supported only as a cross vgtin married/living in the
couple status (DEPENDENTS*MARITAL_ST). In the casE General Life
Insurance demand, this effect is only marginal e = 0.079). In overall life-
related insurance demand (Model 4), the probaliitititave a life-related insur-
ance is 2.33 times in comparison to the other coatluins of values of variables
DEPENDENTS and MARITAL_ST. The role of marital statis supported by
the previous literature. Eisenhauer and Halek (1,989 well as of Baek and
DeVaney (2005) confirmed the positive impact oftpar commitments on the
demand in for life insurance. Recognizing the niedife insurance to ensure
the future living standards of their partners aegeahdents in the event of an
unexpected event (death) or their future standfligiog (endowment) is signif-
icantly important to our respondents. The highdlingness to buy life-related
insurance is linked to the increased responsiltitigy face in a relationship but
only if they have dependent children at the same.tiThis result is supported by
positive but only marginally significant effect thfe respondent’s head of house-
hold status (HEAD_OF_HOUSEHOLD) on the demand onega Life Insur-
ance (Model 1) and Accident Insurance Rider (M@)elindividuals are aware
of the fact that in the case of any unexpected tev&rth an event may have
a negative impact not only on their health, propertother interests but on the
other members of the household and their dependents

In most studies, income is considered to be agkeyomic determinant with
a significant and positive impact on the purchasetwle life insurance. In our
research, we do not confirm the significant impafdncome (INCOME) in any
of the researched life-related insurance. We supmmortant role of propensity
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to save (SAVINGS) in all analysed life-related irmwce policies, in a similar
manner to previous whole life insurance researaadldn and Lee, 1974; Ferber
and Lee, 1980; Bernheim, 1991; Mahdzan and Viaip@2813). This is a valuable
insight for insurance practice, as it is a cleamagle of the fact that insurance can
be perceived from this perspective as a complerf@nsavings. Insurance is
a useful tool for those consumers who think abbair tfuture. Due to generally
low level of the financial literacy in the Slovakpgulation’ many individuals are
not able to understand the difference betweenamserand savings, but they con-
sider these two forms to be identical, because ploeghase life-related insurance
and make savings at the same time. Based on ##f,rere could conclude that
those participants who manage their risks via ahpitcumulation in savings have
significantly higher demand for life-related insuca. In the case of General Life
Insurance (Model 1) positive saving behaviour iaseedemand by 2.6 times, in
Private Pension Insurance (Model 2) by 3.3 timekiarccident Insurance Rider
(Model 3) by 4 times. Positive saving behaviouihis most important determinant
of life-related insurance demand in our dataset.

Employment status (EMPL_ST), as an economic détamt) is a significant
factor in our Private Pension Insurance model (Ma3leAccident Insurance Rid-
er model (Model 3) and Combined model (Model 4)rgitaal effect is captured
in the General Life Insurance model (Model 1). e ttontext of previous re-
search, the effect of working status was obtairadlife insurance by Miller
(1985), Fitzgerald (1987), and Auerbach and Koffikb989). The roles of differ-
ent working statuses on life-related insurance aeinary. To be an entrepreneur
increases the chance of having the General Liferdmee (Model 1) as well as
Accident Insurance Rider (Model 3) by 1.5 timesemparison to the status of
employee. This finding is in line with Lee, Kwonda@hung (2010). It hints as the
higher responsibility and better risk managemergrafepreneurs as a result from
lower economic security of entrepreneurs compaveehiployees. In the case of
Private Pension Insurance (Model 2), this chandewsr but not statistically sig-
nificant. Similarly, negative and not significarfteet is observed in overall life-
related insurance demand (Model 4). The role dfistaf students/unemployed/
pensioner is more consistent. In all our models, status decreases the demand
for analysed life-related insurance. These indigldudeclare lower values of
income. In our data, 59.6% of respondents who thekiselves on the category
students/unemployed/pensioners have income loveer 330 EUR and because
of that in case of negative event they represektevable groufS.Appropriate
risk management should be important tool for thedéviduals. However, their
budget constrains considerably reduce their firsmptions.

" See e.g. Balaz (2012).
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Conclusion

In this paper, we identify the determinants ofividtlial life-related insurance
consumption with regard to particular insuranceeting specific type of risks.
The research sample consists of survey data frensSkbhvak Republic. Previous
studies have mostly looked at life insurance ashalevindustry; we have fo-
cused on examining determinants from the perspediithe covered risks. Our
empirical analysis confirms our assumption thatabgregate nature of life in-
surance (without focus on the type of covered Jisksild result in the discrep-
ancies among the results of previous studies. Eterminants of demand in
different life-related insurance products have s@pecific features. In policies
covering the risks of premature death and endowrf@eaneral Life Insurance),
we confirm the following significant determinant&male, the propensity to
save and marginally head of household statusgifréispondent has at least one
dependent child and is married/live in the coupdewnell as the employment
status of the respondent. In the products covaisks related to retirement se-
curity (Private Pension Insurance) important arghificant determinants are
age, university education, the propensity to sawne, employment status. Mar-
ginally the demand for Private Pension Insurancaéseased for individuals
who have the dependent children. The demand farange covering the risk of
various accidents (Accident Insurance Rider) i®iheined by the propensity to
save and entrepreneur working status. Marginateféeobserved regarding the
head of household status, where respondents whareéhemselves as head of
the household have 1.3 times higher chance to Aawlent Insurance Rider in
comparison to those respondents who are not the dfdaousehold. The results
could be helpful for insurance companies and polekers' campaigns to be
better targeted at individuals with the aim of ewasing the demand.

In the case of General Life Insurance, femalesvshohigher willingness
to buy this type of insurance than males. Even dhothe decision-making in
finance was considered to be the domain of mateseems that females are
increasingly involved in decisions in this spheffemales represent potential
clients for insurance companies in the future dwueheir growing interest in
financial products (Pastorakova et al., 2013). @andfe Insurance consump-
tion is higher for married/living in the couple imdiuals with dependent children.
Their higher willingness to purchase life insurangdinked to the increased
responsibility they feel towards other people lviwith them by participating
in different tasks in the household and dependaiitren. This assumption is
supported by the positive effect of head of houkkktatus on the demand for

8 If we excluded students as they are usually priependent on their parents, this fraction
decreases to 39.47% that is still very high number.
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this insurance. Insurance stands out as an apptepmean of protecting the
values and standard of living of a multi-member dehold. Our model reveals
the positive effect of saving behaviour on the detngor General Life Insur-

ance, which means that individuals combine toalgrfanaging life-related risks.

These facts can be two different challenges fouransce practice and policy-
makers. For individuals, it is the pressure to state their interest in any form
of life-related insurance coverage and call onrtlogin self-reliance without

relying on the state or others. On the other htrete is opportunity to promote
group insurance coverage for people living in onasehold. It would make it

easier for individuals to make decisions concernifgch person in the house-
hold would be covered by an insurance policy. Higihemand from entrepre-
neurs point to their higher interest in life-rethtéask management and higher
responsibility. Policymakers should focus on theplyees to stimulate their

demand through re-establishment of tax benefits.

In the Private Pension Insurance, the demandwsrldor younger respond-
ents. Older individuals participate more oftenhistscheme in order to secure
a certain income in the future. The positive aspethtat individuals feel co-res-
ponsible for their future income in retirement daaunfavourable demographic
developments in the Slovak Republic. The demarhigiser for individuals with
a higher education. The complementary effect optiopensity to save for Private
Pension Insurance is expected. Individuals savedtrement using different
financial products including saving accounts asl sl Private Pension Insur-
ance. Based on our results it is evident that thdse save in some form have
significantly higher chance to have Private Pendisurance. Private Pension
Insurance demand is affected by the employmenisstatindividuals. Entrepre-
neurs have a lower (but not statistically signifijademand for Private Pension
Insurance which could be explained by the usuatmehwhere employees have
participation in this insurance subsidised by tlesiployers as a working bene-
fit. In the case of entrepreneurs, all expenseffivate Pension Insurance are at
their own cost, despite a tax reduction. As almi¥b of entrepreneurs in our
sample have income lower than average, policymagbald focus on this
shortness. In the future, these individuals co@léib endangered by poverty and
they could represent a burden for social system.

Accident Insurance Rider is driven by the propeng save, entrepreneur
employment status and marginally by the head ofsébald status. Entrepre-
neurs as well as head of households are more steéerén this rider. These indi-
viduals are more vulnerable in the case of accidedthigher demand point to
their rational behaviour. The positive effect ofisg behaviour is evident in all
our estimated models including Accident InsuranégeR This is a valuable
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insight for insurance practice and policymakerss k& clear example of the fact
that life-related insurance in any form of coverel is an attractive risk man-
agement tool for those consumers who save whiaft poidiversification in life-
related risk management strategies. Insurance atiegpahould focus on the
individuals’ willingness to save money, as incoreeaiflow variable that can
change over time. Insurers have the opportunityeé@h out in their marketing
campaign to individuals who are making savings hey tcan offer them any
form of life insurance cover; not as an investm@al, however, but as a risk
management tool to manage various life-relatedrisk

In all of our models, income was not significanticating that the level of
income does not determine whether the individuatipases any kind of life
insurance coverage. Income is important for evadjvidual, regardless of its
size, as the needs of the individuals are derivenh fit. In some cases, a low
income for a particular person means a higher @egfelependence in covering
basic living needs. We want to point out the urfiest segmentation of consum-
ers based on income in life-related insurance misdd he difference in interest
between different income groups is not evident,thatrequired level of insur-
ance coverage will correspond to the needs of iddals. We do not deny that
the extent of the insurance (e.g. the coveragauor igsured) will vary among
income groups, but we want to draw attention toféiwe that consumer demand
for any form of life insurance is positively affedtby saving behaviour. Beside
individuals’ overall level of income, insurance quemies should focus on their
willingness to save, as income is a flow variahkg tan change over time.

The research results could help policymakers asdrance companies to
target better and more explicitly their marketirmmpaigns through the know-
ledge of the particular type of individual life-a¢éd insurance determinants and
their impact. Given the risks associated with laityeand the need for an effec-
tive solution to old-age security, it is essent@mlfocus on raising awareness,
especially among young people and people with loggercation. The govern-
ment should consider steps to persuade these ableegroups to address their
own post-productive age situation and take thein sesponsibility for future
securitization. Policymakers have the opporturityse life insurance products
to increase the pension security of individualsthis case, they should focus on
reaching the target groups, considering their ageging habits, education and
employment status, as evidenced by our results.

This paper adds to the literature available ondgterminants for demand for
life-related insurance of different coverage inv@kia. The offer of life insur-
ance products in Slovakia is nowadays similar dffer in western European
countries. However, the transition period that 8loa underwent in previous
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decades did not change the behaviour and attitbtd®ovak customers to an
extent seen in western countries. The results pfesearch as well as the indi-
cators of the insurance market suggest that Igarence in the Slovak Republic
has been unable to establish at the level of theldeed countries even 30 years
after transition. We assume that this fact mayesgmt a peculiarity in the be-
haviour of Slovak consumers on the life insuraneeket. Both from the point
of view of their worse adaptation to the changimyi®nment and the lower
ability of individuals to accept changes relatedhe transfer of responsibility
from state paternalism to the individuals themszlve

The limitation of our research is its focus only the binary ownership of
a certain form of life-related insurance. For fetoesearch, it would be advisable
to consider the amount of the premium paid or thre Bisured.
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