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ABSTRACT

Risk is the main reason of psychological and economic stress in different countries but
conventional (or Islamic) insurance is a mean to transfer (or share) risk.
Insurance/Takaful is one of the risk transfer mechanism which transfer (or share) risk
from policy holder to insurance operator. The aim of this study was to examine the key
economic and socio-economic determinants for the demand of conventional/Islamic
insurance in selected GCC and ASEAN countries. The data was taken on yearly basis
from 2004 to 2016. OLS, Fixed and Random effect models were employed to examine
the impact of economic (inflation, income, unemployment rate and interest rate) and
socio-economic (dependency ratio, life expectancy and education level) on the demand
for conventional and Islamic insurance (net premiums). The findings of the study
concluded that life expectancy, per capita income, education, interest rate, dependency
ratio found to be statistically significant in case of conventional insurance. However, only
income and life expectancy found to be statistically positive significant, while
dependency ratio and inflation found negative yet significant in case of demand for

Islamic insurance.

Keywords: Conventional Insurance, Islamic Insurance, Takaful, ASEAN, GCC
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1. INTRODUCTION

Risk transfer is technique to manage risk which transfer risk from one party to another.
Risk is the main reason of psychological and economic stress in different countries but
conventional (or Islamic) insurance is a mean to transfer (or share) risk. Insurance is one
of the risk transfer mechanism which transfer (or share) risk from policy holder to
insurance operator. Insurance policies written on the basis of indemnification in which
insurer compensates the policyholder for at the time of any loss in the form of claims or
benefits. As a result, insurance provides greater sense of security, peace of mind, and a
source of anxiety and stress reduction (Din, Mughal and Farooq, 2013). Technically, the
insured must not only suffer a loss but must also pay the loss before being indemnified by
the insurer. No doubt the longing for safety is as old as mankind itself and it’s a direct
result of bearing and living with risks and the need for protection and the dependency on
the help of others. This need seems to be trigger for the old practice of insurance.
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