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Mohammed Abusharbeh (Palestine), Sana’ Atari (Palestine), Assem Atalla (Palestine)

THE DETERMINANTS OF NON-LIFE

INSURANCE SPENDING: EVIDENCE
FROM ARAB ECONOMIES

Abstract

Non-life insurance has grown in developing countries over the past decade, despite
challenges and large differences in premiums across Arab countries. This study inves-
tigates the effect of cultural factors on non-life insurance spending in Arab countries
using panel data covering the period from 2010 to 2023. Eight independent variables
were employed. They are uncertainty avoidance, individualism, power distance, mas-
culinity, long-term orientation, indulgence, income per capita and interest rate. The
results of the study prove that uncertainty avoidance positively influences spending on
non-life insurance. The results also show that Arab societies with pragmatic and mas-
culine traits prefer to spend a lot of money on purchasing non-life insurance. However,
the results confirm that cultural factors incorporating individualism, power distance,
and indulgence negatively impact non-life insurance. Further, the interest rate also
negatively affects non-life insurance. In contrast, income per capita has an insignificant
impact. These results indicate that insurance companies working in Arab countries
should consider those significant factors to improve the quality of insurance services
that encompass non-life insurance contracts.

Keywords non-life insurance, indulgence, uncertainty avoidance,
individualism, power distance, cultural dimensions,
masculinity

JEL Classification G22, G32, G52

INTRODUCTION

The non-life insurance market has evolved over the last decade in
Arab nations, despite the political and economic instability. In this re-
gard, the non-life insurance gross written premiums in Arab regions
amounted to USD 57.9 billion in 2023 and are expected to grow by
3.06% in 2024 (World Bank, 2023). Indeed, this industry has potential
valuable benefits for the economy and society at large. The growth of
this market creates real opportunities for households, individuals’ in-
come, and companies’ revenues. This sector can accelerate economic
growth and ultimately achieve sustainability.

Despite this substantial growth, the Arab insurance market is imma-
ture, and cultural factors still affect people’s behavior toward non-life
insurance. Indeed, there is a lack of knowledge and confidence in non-
life insurance services. The insurance sectors in these economies are
still underdeveloped and face challenges in selling and underwriting
insurance policies. In addition, these countries face a large disparity
of premiums and relatively low penetration rates compared to devel-
oped countries. Thus, this study is conducted to understand the im-
pact of culture dimensions developed by Hofstede et al. (2010) on the
behavior of insured people toward spending money on non-life
insurance to minimize the cultural difference between societies
and companies.

http://dx.doi.org/10.21511/ins.16(1).2025.05



1. LITERATURE REVIEW
AND HYPOTHESES
DEVELOPMENT

Several previous studies (e.g., Bashar et al., 2024;
Czarnecka etal., 2020) argued that culture can play
a significant role in consumer or buying behavior
over time and across economies. Cakanlar and
Nguyen (2019) mentioned that cultural differenc-
es are of enormous importance for understanding
consumer behavior and significantly influence re-
sponses toward products and services. On the the-
oretical front, cultural behavior becomes impor-
tant for promoting insurance markets on a glob-
al scale (Sihem, 2024). Consequently, Trinh et al.
(2023a) argued that cultural factors significantly
affect non-life insurance in advanced and emerg-
ing countries. Cultural attributes such as uncer-
tainty avoidance, individualism, power distance,
masculinity, long-term orientation, and indul-
gence proposed by Minkov and Hofstede (2011)
have been studied by scholars to understand
the demand for non-life insurance (Zinyoro &
Aziakpono, 2024; Trinh et al., 2016; Zhong et al,,
2015; Park & Lemaire, 2012).

Uncertainty avoidance refers to the extent to which
the people of a society try to cope with anxiety
by minimizing ambiguity (Hofstede et al., 2010).
Cultural differences with high uncertainty avoid-
ance prefer rules and dictate risk-taking prefer-
ences (Bate, 2022). Thus, Trinh et al. (2023b) argued
that uncertainty avoidance is critical for augment-
ing the demand for non-life insurance in middle-
income countries and high-income countries. They
revealed that a high level of uncertainty avoidance
is willing to engage in non-life insurance.

Individualism is defined as people caring only
about themselves and their immediate family, and
it encompasses moral stance, ideology, and politi-
cal and social outlook (Hofstede, 1991). Previous
studies pointed out the impact of individualism
on the demand for non-life insurance Gaganis et
al. (2019) indicated that individualism can help
control insurance risk-taking and motivate people
to spend money on purchasing non-life insurance
in some European countries. Park and Lemaire
(2012) mentioned that individualism positively in-
fluences non-life insurance. Conversely, Trinh et
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al. (2023b) argued that individualism adversely af-
fects non-life insurance consumption.

Power distance describes the degree to which
people in society accept the hierarchy of power
(Hofstede et al., 2010). This cultural factor attempts
to quantify cultural differences and attitudes be-
tween societies. Zhong et al. (2015) mentioned that
a higher degree of power distance adversely affects
the attention of people in purchasing non-life in-
surance. Trinh et al. (2023b) argued that the hier-
archy structure of power motivates people to spend
more money on non-life insurance. However, Park
and Lemaire (2012) implied that power distance ad-
versely impacts non-life insurance consumption.

Masculinity refers to the socially construct-
ed gender ascribed to male bodies (Kimmel &
Messner, 2004). According to Hofstede et al.
(2010), masculine societies are much more open-
ly gendered than feminine societies. Trinh et al.
(2023b) provided evidence that masculine societ-
ies are less likely to engage in non-life insurance.
Treerattanapun (2011) mentioned that masculine
societies may purchase more insurance services
to control the future. However, Chui and Kwok
(2008) argued that feminine societies are very sen-
sitive to the needs of their families and willing to
purchase non-life insurance to protect themselves
against ambiguity. Nevertheless, Outreville (2018)
argued that masculinity negatively affects non-
life insurance consumption. People in masculine
societies may spend less money on non-life insur-
ance in high-income countries.

Hofstede (2001) defined Long-Term Orientation
(LTO) as a natural culture value that fosters the
virtues oriented toward future rewards. Moreover,
LTO encompasses persistence and personal adapt-
ability (Minkov & Hofstede, 2011). Thus, Park and
Lemaire (2012) provided ample evidence of the
importance of LTO for life insurance consump-
tion. They validated that the high LTO index leads
to the life insurance spending is bound to increase
rapidly in Asia. Trinh et al. (2023a) affirmed that
modest and thriftier people are willing to buy
more non-life insurance contracts.

Indulgence refers to a national culture that ex-

presses welfare and good things in life (Hofstede
et al., 2010). Akamatsu and Fukuda (2022) argued
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that indulgence positively impacts consumer buy-
ing decisions. Higher interest in leisure-oriented
consumption would increase consumer behavior
towards more spending. Thus, the intense level of
indulgence would affect individuals to prioritize
their list of desires of buying (Minkov & Hofstede,
2011). Moreover, Trinh et al. (2023a) confirmed
that non-life insurance consumption is positively
sensitive to the indulgence culture value.

The income per capita is considered an influential
factor of non-life insurance spending (Dragota et
al., 2023). Thus, Upadhyaya et al. (2024) provided
a significant relationship between non-life insur-
ance and the GDP growth rate in Nepal. A notable
study by Cheteni et al. (2024) argued that income
per capita negatively affects non-life insurance
penetration in the Sub-Saharan region. However,
Cavalcante et al. (2018) affirmed that GDP growth
positively impacts non-life insurance spending.
Furthermore, the findings by Outreville (2018),
Kjosevski, and Petkovski, (2014), Park and Lemaire
(2012) have demonstrated a consistently positive
association between income per capita and life in-
surance consumption.

Albrecht (2003) argued that interest rate changes
can have a significant effect on the value of non-life
insurance companies. Thus, Finucane et al. (2023)
have provided a conceptual framework that can be
studied to gain insights into the relationship be-
tween interest rates and non-life insurance. They as-
sert that interest rate positively influences non-life
insurance premiums. Flores et al. (2021) revealed
that the penetration of the life insurance market
was low with high interest rates. However, Cheteni
etal. (2024) argued that interest does not have a sig-
nificant effect on non-life insurance consumption.

Exploring the previous studies shows that the as-
sociation between cultural attributes and non-life
insurance spending is considered a novel topic
that needs further investigation to extend earli-
er studies, particularly in the Arab context. This
study can assist in a deep understanding of na-
tional cultural behavior in Arab countries and its
role in developing the non-life insurance market.
Hence, this study aims to examine the impact of
cultural dimensions on non-life insurance spend-
ing in some Arab countries. Accordingly, this
study formulates the following hypotheses:
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H:  Uncertainty avoidance positively affects non-
life insurance spending in the Arab region.

H: Individualism positively affects non-life in-
surance spending in the Arab region.

H Power distance positively affects non-life in-
surance spending in the Arab region.

H_:  Masculinity negatively affects non-life insur-
ance spending in the Arab region.

H_: Long-term orientation negatively affects
non-life insurance spending in the Arab
region.

H_: Indulgence positively affects non-life insur-
ance spending in the Arab region.

Income per capita positively affects non-life
insurance spending in the Arab region.

H,_ interest rate positively affects non-life insur-
ance spending in the Arab region.

2. METHODOLOGY

This study covers a sample of 12 Arab countries
(United Emirates, Saudi Arabia, Oman, Qatar,
Kuwait, Bahrain, Yemen, Jordan, Palestine, Syria,
Lebanon, and Iraq). Data were collected from eco-
nomic development reports published by the World
Bank covering the period from 2010 to 2023, utiliz-
ing panel data with a total observation value of 168
observations. Moreover, dynamic GMM and 2SLS
models were used to analyze the data and test the
research hypotheses. These approaches were cho-
sen due to their ability to detect endogeneity issues
and consider behavior variations of research vari-
ables over time, in addition to providing highly ac-
curate and consistent results. The selection of these
insurance markets was based on the availability of
data variables for the entire period of study.

In panel data estimates, Non-Life Insurance
Penetration (NLIP) was used as a dependent vari-
able. This variable is measured by insurance pre-
miums divided by the gross domestic product for
each country per year (Sihem, 2024). Furthermore,
the researchers use six cultural attributes de-
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veloped by Hofstede (2010) and Minkov and
Hofstede (2011) as independent variables includ-
ing uncertainty avoidance, individualism, power
distance, masculinity, long-term orientation, and
indulgence. Economic variables include income
per capita and interest along with cultural factors
effect.

Uncertainty avoidance explains how people can
cope with risk and ambiguity (Hofstede et al,
2010). This indicates that a high score of uncer-
tainty avoidance makes life unpredictable and un-
controllable. The individualism factor describes
the strengthening of the ties that people take care
of others within their society (Hofstede, 1983).
Masculinity represents the distribution of respon-
sibilities between men and women. In masculine
communities, the roles of men and women over-
lap less, and men are expected to behave assert-
ively (Hofstede, 1983). Indulgence factor refers to
people that have free social norms and emotions
(Minkov & Hofstede, 2011) Behind that, some eco-
nomic variables were used in modeling NLIP such
as income per capita and interest (Hodula et al.,
2021; Cavalcante et al., 2018). Thus, Table 1 depicts
the notations and description of research variables.

The estimated model of this study is developed
based on the seminal empirical work of Trinh et al.
(2023b) and Sihem (2024). Moreover, the research
model incorporates the cultural factors that came
up from Hofstede (2010) that have been neglected
in these earlier studies. Thus, it provides a strong
contribution to the empirical data analysis.

Table 1. Independent variable’s description

Insurance Markets and Companies, Volume 16, Issue 1, 2025

This study employs Generalized Method of
Moments (GMM) developed by Arellano and
Bond (1991) and Blundell and Bond (1998) to con-
duct a relationship between culture dimensions
and non-life insurance consumption. The reason
behind using such a panel data model is to resolve
multicollinearity issues and to detect endogeneity
problems Therefore, the dynamic panel data mod-
el is specified based on the following function:

NL[Pz‘t = IBO +ﬂl (UAlit ) _ﬂz (IND,';)
+p,(PDL,)+ B,(MAS, )+ B(LTO,)

+B,(INDG,)+ B3, (IPC, )+ 3 (1)
+oD, +e,,

where NLIP represents the annual change in non-
life insurance penetration in percentage. UAI stands
for uncertainty avoidance index. i refers to the num-
ber of countries and ¢ indicates the time series data
(13 years). UAI refers to the uncertainty avoidance in-
dex, IND is individualism, PDI is the power distance
index, MAS denotes Masculinity, LTO stands for
long-term orientation, IINDG represents indulgence,
and IPC denotes the annual percentage change in in-
come per capita. I refers to the annual lending rate on
the U.S. dollar. e, stands for the residual error term.
¢ represents the vector of coefficient, and D, refers to
the array of time that is used to control the effect of
time on NLIP; f3 is the intercept. B, 8., B., B> B> B
3, and 8, are beta coefficients. This estimated model
assumes that residual errors are unrelated to one an-
other and there are no autocorrelation cross-section
units (Hansen, 1982).

Source: Developed by authors.

No. Variables Notation Description
1 Uncertainty Avoidance UAI Measures how different nations interpret the future or unpredictability
) individualism IND Implies that people in a country prefer to act individually instead of as members of a
e BTOUP
: : i It measures power distribution between men and women in a particular society.
3 i Power Distance Index PDI i This index ranges between 0 and 100. A high PDI score indicates more inequality and
; ; i power distance
H - H {1t stands for a masculine society in which men are expected to behave assertively.
4 M linit H MAS H ) ; L ) . .
: asculinity : i MAS with high value indicates that society has masculine traits
5 Long Term Orientation 170 It represents the time horizon p.e(?ple in a society display. A high score of LTO implies
H H i that people are modest and thriftier
6 | Indulgence INDG It measgres people’s drives and emotions. High INDG indicates people enjoying life
: i and having fun
7 Income Per Capita IPC ll\/lelaslures the countlfy's national income/total population and is used as a proxy of
: : ¢ individual standard living
8 i Interest rate | i The annual percentage rate charged by lenders or banks in each country

http://dx.doi.org/10.21511/ins.16(1).2025.05
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This study also applied Two-Stage Least Square
(2SLS) to overcome the shortcomings of panel data
estimates in dealing with endogeneity issues such
as collinearity, two-way causality, autocorrelation,
and heteroscedasticity (Vaona, 2008). Therefore,
this study performed the GMM estimator using
STATA 16 software to come up with the validity of
instrumental variables and display second-order
autocorrelation. Moreover, this study runs a panel
unit root test developed by Hadri (2000) to detect
spurious correlations between the variables that
are usually associated with non-stationary data.

3. RESULTS

Table 2 provides a summary of descriptive statis-
tics of research variables. Non-life insurance pen-
etration has a mean value of 1.3%, which is almost
the midpoint between maximum and minimum
values and slightly deviated over the last decade.
Uncertainty avoidance has a mean score of 73.7 out
of 100. This indicates Arab people cannot control
their own lives and put their fate in the hands of
God. Their life is complicated and unpredictable.
The average number of individuals who prefer to
engage in purchasing non-life insurance depend-
ing less on the group is 34.7 people. This implies
that Arab people take less responsibility for one an-
other welfare. The average power distance between
men and women is a high score of 80.9. This in-
dicates that Arab societies accept an equal distri-
bution of power and understand their place in the
system. Masculinity has a mean score of 47.7 which
relatively is an equal distribution of roles between
men and women and understanding their roles
in life. Long-term orientation has a mean value of

25.6, which is a relatively low score. This denotes
that Arab people are typically religious and nation-
alistic. It is also noted that social norms and stan-
dards are strong in these countries. Indulgence
has a lower average score of 20.9. This implies that
Arabic people are more restrained, pessimistic,
and behave rigidly. This study tested the Variance
Inflation Factor (VIF) to detect the multicollinear-
ity problem among explanatory variables. The re-
sults indicate that the values of VIF for uncertainty
avoidance and power distance are higher than the
standard value of 10 (Gujarati and Porter, 2003).
This result tends to inflate the standard errors in
the estimated model, concluding that data vari-
ables suffer from a series of collinearity problems.

Figure 1 displays the average non-life insurance
premiums in some Arab nations over the last de-
cade. The evaluation of this sector from 2010 to
2023 promises great attention to purchasing non-
life insurance across these countries. Lebanon
maintained its position as a leading non-life insur-
ance market, growing at an average rate of non-
life insurance penetration of 2.9% between 2010
and 2023. In Bahrain, the percentage of premiums
reached 2.09%, driven by the rise in non-life in-
surance amid rising demand for cover employees
in the private and public sectors. In UAE, the av-
erage premiums have been recorded at 1.89% over
the last decade, indicating that UAE has great
awareness of non-life insurance due to the diversi-
ty in population base. In Jordan and Palestine, the
average premiums are 1.78% and 1.39% over the
last decade, respectively. However, other countries
such as KSA, Qatar, Oman, and Kuwait have an-
nualized rates ranging from 1.18% to 0.6%, sug-
gesting that these countries emphasize on life in-

Table 2. Descriptive statistics and correlation matrix

Variable UAI : IND : PDI i MAS LTO INDG IPC | NLIP

WAL ST - - - - -
IND -0.591 1 - - - - - - -
POL_ . 087  -06% 1 - : . . .
MAS i 0168 -0.172 0.269 1 - - - - -
LTO -0.399 0.213 -0.087 —-0.199 1 - - - -
‘Woe T  ooos T Cosss o037 ooas oz 1 - - -
pc 10202 -0.357 0.336 0.177 0.216 -0.271 1 - -
| -0.082 0.099 -0.127 0.053 0.027 —-0.140 -0.391 1 -
NLIP -0.514 0.345 —0.652 -0.112 0.056 -0.134 0.128 -0.161 1
‘Mean ¢ 737 34.7 80.9 47.3 25.6 209 19504 0.054
Std.dev. i 1060 6.37 9.70 4.08 5.56 7.81 20238 0.053

VIF 21.0 4.64 23.76 1.80 5.05 2.71 2.32 1.58 -
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Source: Developed by authors based on World Bank data (World Bank, 2023).
0.035
0.03
0.025
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0.015
0.01

I I — 0

0.005

Jordan Palestine  Syria  Lebanon Iraq

M Non life insurance premiums (USD)

Figure 1. Average non-life insurance penetrations in Arab countries (2010-2023)

surance contracts rather than non-life insurance
penetration. However, Yemen, Syria, and Iraq have
recorded modest growth of 0.36%, 0.29%, and
0.04% respectively, due to political instability in
these countries. As a result, it reveals that there are
great differences among these countries regarding
the average non-life insurance penetration.

Unit root test was conducted to ensure that no
variable was integrated of order 2 or more. The
results of Hadri for panel data were statically sig-
nificant at the level of 0.01, as shown in Table 3.
Thus, this study rejects the null hypothesis, indi-
cating that all research variables and time series
data were stationary at levels I (0).

Table 3. Unit root test results

Hadritest | p-value :

Variable

Order of integration
: 1(0)

Note: * denotes the significance level of 1%.

Table 4 depicts the results of diagnostics tests
for model specification fit to obtain credibility
of conducted results. First, the Breusch-Godfrey
LM test was carried out to check the serial auto-
correlation in the estimated model (Breusch &
Godfrey, 1978). The result failed to reject the al-
ternative hypothesis of serial correlation in the
panel data set (p > 0.01), indicating that residuals
are highly autocorrelated. The Cook-Weisberg

http://dx.doi.org/10.21511/ins.16(1).2025.05

test indicated the absence of heteroscedasticity
in the residuals (p < 0.01), therefore, this paper
accepted the null hypothesis of no heteroske-
dastic issue, ensuring that the variance of error
term remains constant across observations. The
Ramsey test for regression specification error
was performed. The result provides evidence of
a misspecification issue, affirming the inappro-
priate regression of functional form. Moreover,
the Jarque-Bera test provided evidence that the
residuals were normally distributed (p < 0.01),
suggesting that data variables followed normal
distributions.

Table 4. Diagnostics tests

Approach Test | Statistic | Prob.
“A.L'J’Focorre'l‘gﬁgn Brgg‘ggh:Godfrey ..... 42.023 ~0.0000
_Heteroskedastic . Cook-Weisberg : 0.4701 04943

ssegcrieﬁf;%r;n orror Ramsey RESET 3.970 0.0093
Normality | Jarque-Bera 5924 00518

GMM was used to detect the collinearity and
endogeneity of serial autocorrelation in the esti-
mated model (Arellano-Bond, 1991). Table 4 de-
picts the Hansen assumption test for the valid-
ity of instrumental variables. This test provided
evidence of statical significance at 0.05, indi-
cating that instrumental variables were invalid
and overidentifying restrictions. The p-values
of first-order (AR1) and second-order autocor-
relation (AR2) indicated that errors in different
equations do not imply that a dynamic of GMM
is critically needed. As a result, the rejection of
non-autocorrelation in the 1** and 2" orders de-
notes that the GMM estimator is not consistent
and does not satisfy the Arellano-Bond model
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assumptions. For further proceeding, this study
uses a Two-Stage Least Square (2SLS) for talk-
ing about the endogeneity issue.

Table 4 shows the impact of cultural and eco-
nomic factors on non-life insurance spending
using the 2SLS estimator. 2SLS estimation re-
sults (benchmark model) reveal several impor-
tant findings of the causal relationship between
cultural factors and non-life insurance demand.
First, uncertainty avoidance exhibits a signifi-
cant and positive effect on non-life insurance
spending as expected ( = 0.0014, p < 0.01). This
result supports H, revealing that Arab insured
with ambiguous life are more likely to purchase
non-life insurance. Second, the noteworthy fac-
tor of power distance is significant and adversely
affects NLIP (p = -0.0025, p < 0.01). This result
supports H,, indicating that unequal distribu-
tion of power between men and women in so-
ciety tends to decrease the demand for non-life
insurance. Third, individualism is significant
and negatively impacts NLIP (f = -0.0009, p<
0.01). This result supports H,, suggesting that
people who take care of their families or rela-
tives by providing them with more protection
spend less on purchasing non-life insurance.
Fourth, masculinity is significant and positively
impacts non-life insurance (f = 0.001, p0.01 < ).
This result supports H,, concluding that mascu-
linities societies are willing to spend more on
non-life insurance services. Fifth, long-term
orientation is significant and positively affects
NLIP (p =0.008, p0.01 < ). This finding supports
H,, implying that people in pragmatic societies
or modest people are likely to spend more on
non-life insurance. Sixth, indulgence has a stat-
ically significant and negative effect on NLIP
(B =-0.0003, p0.01 < ). This result supports H,
suggesting that pessimistic people with rigid
behavior are less likely to engage in non-life in-
surance. Seventh, income per capita is positive
but has a statistically significant effect on NLIP.
This result does not support H,, revealing that
income per capita will not lead to an increase
in the demand for non-life insurance. Eighth,
the annual interest rate is significant and nega-
tively affects NLIP (B = -0.0582, p0.01 < ). This
result supports H,, indicating that a higher in-
terest rate makes insured individuals less likely
to purchase non-life insurance.
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Table 5. 2SLS and GMM estimator results

2SLS System GMM
Model T T H
B Coef. ‘t-value: P Coef. :z-value
0.0014%* : {0.0006%*
.. A0:0000) ¢ (00000)
—0.0025%* —0.0009**
PDI - i 1692 -5.59
000) ...(0:0000) -
009** —-0.000
|ND - FOTR —986 .......... _393
. ....100000) : o ...(0.0000) ot ..
0.0010%** 0.0003**
s ..0:0000) o (0:0000)
0.0008** 0.0004**
(0.0000)
003**
INDG e end 5 ()
1.93E-08 )
i i 0:3927) i (0A490)
—0.0582%* —0.01802**
e .. 100000) o (000L)
0.0951** 0.0264**
.. cievieenenet T) A) Geeerereeeeereeenns . 332
.....10.00
Fstatstc  s512 - - -
Prob(F-statistic) 1 0.0000 & = T T,
196.75%*
Sargantest _ _ _
..{0.0004) -
AR (L1) - - -
AR(L2) - - -

4. DISCUSSION

This paper offers new important insights regard-
ing the relationship between cultural factors and
non-life insurance consumption in the Arab con-
text. The findings provide strong evidence for the
significant relationship between cultural dimen-
sions and non-life insurance demand, which is
supported by theoretical foundations presented by
previous studies (Trinh et al., 2023b, Trinh et al.,
2016). This finding supports the notion that cultural
attributes significantly contribute to non-life insur-
ance services in Arab countries.

Notably, the results indicate that uncertainty
avoidance positively contributes to non-life insur-
ance spending. This result conflicts with findings
by Trinh et al. (2023b), and Gaganis et al. (2019)
who believed that people in Arab countries are
more likely to spend a lot of money purchasing
non-life insurance against uncertain conditions.
A possible explanation for this result is that peo-
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ple in Arab countries prefer to cover the risk by
purchasing non-life insurance rather than self-in-
sured plans. The noteworthy factor of power dis-
tance negatively contributes to non-life insurance.
Higher power distance tends to decrease non-life
insurance demand. This finding is consistent with
Park and Lemaire (2012) who argued that the
widely spread power leads to spending less on pur-
chasing non-life insurance. Individualism is nega-
tively related to non-life insurance demand. This
suggests people in Arab countries who prefer to
act individually are less likely to purchase non-life
insurance contracts. This finding is contrary to
the result of Trinh et al. (2023b) who argued that
individualism is positively related to NLIP. Thus,
a possible explanation of this result is due to the
heterogeneity of these countries, especially in the
level of income and cultural values. The result also
finds that masculinity positively affects non-life
insurance. This finding is in line with the find-
ings of Park and Lemaire (2012) who argued that
masculine societies are willing to spend more on
non-life insurance services. Thus, a considerable
explanation for this result is that people in highly
masculine countries may spend more on non-life
insurance due to their limited living standards
due to the distinct roles between men and women.
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Regarding long-term orientation, the result pro-
vides a significant and positive effect on NLIP,
suggesting that a higher degree of LTO tends to
increase spending on non-life insurance servic-
es. This argument conflicts with the findings by
Trinh et al. (2023b) and Park and Lemaire (2012)
who stated that long-term orientation has a nega-
tive effect on non-life insurance spending. The re-
sults provide evidence that indulgence negatively
contributes to non-life insurance spending. This
implies that pessimistic people with rigid behav-
ior are less likely to engage in non-life insurance
services. This result is supported by Trinh et al.
(2023a) who argued that indulgence is negatively
related to non-life insurance demand.

As for economic factors, income per capita has an
insignificant effect on NLIP. This finding conflicts
with different previous studies such as those by
Hodula et al. (2021), Cavalcante et al. (2018), and
Dragos (2014) that validated the positive effect of
income per capita on non-life insurance spending.
Conversely, the result finds that the annual inter-
est negatively affects NLIP. This argument over-
laps with Finucane et al. (2023) who stated that
the banking interest rate is positively related to de-
mand for non-life insurance.

CONCLUSION

This study investigates the influence of cultural factors on non-life insurance spending in Arab coun-
tries by using 2SLS and a dynamic GMM estimator. A negative impact on non-life insurance spending
was confirmed for power distance, individualism, indulgence, and interest rate. This study also con-
cludes a positive influence of uncertainty avoidance, masculinity, and long-term orientation on non-life
insurance consumption. Consequently, there is a critical need to adopt insurance policies and regula-
tions in these countries consistent with cultural attributes in the Arab context to reinforce the aware-
ness of the importance of insurance services for protecting people’s properties and their lives. Insurance
companies should embrace a holistic model that includes the cultural behavior of Arabs to increase the
expected benefits from insurance products and enhance competitive advantage in Arab insurance mar-
kets. Consequently, future research is motivated to incorporate additional variables such as education
and religious value and examine its impact on non-life insurance spending compared to cooperative
Islamic insurance in the Arab context.

AUTHOR CONTRIBUTIONS

Conceptualization: Mohammed Abusharbeh, Sana’ Atari, Assem Atallah.
Data curation: Mohammed Abusharbeh, Sana’ Atari.

Formal analysis: Mohammed Abusharbeh, Assem Atallah.

Funding acquisition: Mohammed Abusharbeh, Sana’ Atari, Assem Atallah.
Investigation: Mohammed Abusharbeh, Sana’ Atari.

61

http://dx.doi.org/10.21511/ins.16(1).2025.05



Insurance Markets and Companies, Volume 16, Issue 1, 2025

Methodology: Mohammed Abusharbeh.

Project administration: Mohammed Abusharbeh, Sana” Atari.
Resources: Mohammed Abusharbeh, Sana’ Atari.

Software: Mohammed Abusharbeh, Assem Atallah.
Supervision: Mohammed Abusharbeh, Sana’ Atari.

Validation: Mohammed Abusharbeh.

Visualization: Mohammed Abusharbeh.
Writing - original draft: Mohammed Abusharbeh, Assem Atallah.
Writing - review & editing: Mohammed Abusharbeh.

REFERENCES

1. Akamatsu, N., & Fukuda, R.
(2022). When a prior indulgent
choice promotes a subsequent
indulgent choice: The justifica-
tion mechanism. Psychology and
Marketing, 39(4), 707-808. https://
doi.org/10.1002/mar.21621

2. Albrecht, T. (2003). Interest-rate
changes and the value of a non-life
insurance company. ASTIN Bul-
letin, 33(2), 347-364. https://doi.
org/10.2143/AST.33.2.503697

3. Arellano, M., & Bond, S. (1991).
Some tests of specification for
panel data: Monte Carlo evidence
and an application to employment
equations. Review of Economic
Studies, 58, 277-297. https://doi.
0rg/10.2307/2297968

4.  Bashar, A., Nyagadza, B., Liga-
raba, N., & Maziriri, E. T. (2024).
The influence of Covid-19 on
consumer behavior: a bibliometric
review analysis and text mining.
Arab Gulf Journal of Scientific Re-
search, 42(3), 585-601. https://doi.
org/10.1108/AGJSR-12-2022-0281

5. Bate, A. E (2022). The Nexus
between uncertainty avoidance
culture and risk-taking behavior
in entrepreneurial firms’ deci-
sion making. Journal of Intercul-
tural Management, 14(1), 104-132.
https://doi.org/10.2478/joim-
2022-0004

6. Blundell, R., & Bond, S. (1998).
Initial conditions and moment
restrictions in dynamic panel
data models. Journal of Econo-
metrics, 87, 115-143. http://
dx.doi.org/10.1016/S0304-
4076(98)00009-8

7.  Breusch, T. S., & Godfrey, L. G.
(1978). Misspecification tests

62

10.

11.

12.

13.

and their uses in econometrics.
Journal of Statistical Planning
and Inference, 49(2), 241-260.
https://doi.org/10.1016/0378-
3758(95)00039-9

Cakanlar, A., & Nguyen, T. (2019).
The influence of culture on im-
pulse buying. Journal of Consumer
Marketing, 36(1), 12-23. https://
doi.org/10.1108/JCM-03-2017-
2139

Cavalcante, R., Sobreiro, V., &
Kimura, H. (2018). Determinants
of the non-life insurance market
in Brazil. Review of Development
Finance, 8(2), 89-95. https://doi.
0rg/10.1016/j.rdf.2018.11.004

Cheteni, P, Matsongoni, H., &
Umejesi, I. (2024). Demand for
non-life insurance: A Sub-Saharan
region panel data analysis. Interna-
tional Journal of Applied Econom-
ics, Finance and Accounting, 18(1),
24-32. https://doi.org/10.33094/
ijaefa.v18il.1279

Chui, A., & Kwok, C. (2008).
National culture and life insurance
consumption. Journal of Interna-
tional Business Studies, 39, 88-101.
https://doi.org/10.1057/palgrave.
jibs.8400316

Czarnecka, B., Schivinski, B., &
Keles, S. (2020). How values of
individualism and collectivism
influence impulsive buying and
money budgeting: the mediating
role of acculturation to global con-
sumer culture. Journal Consumer
Behavior, 19(5), 505-522. https://
doi.org/10.1002/cb.1833

Dragos, S. L. (2014). Life and
non-life insurance demand: The
different effects of influence
factors in emerging countries

14.

15.

16.

17.

18.

from Europe and Asia. Economic

Research-Ekonomska Istrazivanja,
27(1), 169-180. https://doi.org/10.
1080/1331677X.2014.952112

Dragots, L., Cepoi, C., & Stefan, L.
(2023). Threshold effect for the life
insurance industry: evidence from
OECD countries. The Geneva
Papers on Risk and Insurance - Is-
sues and Practice, 48(4), 799-820.
https://doi.org/10.1057/s41288-
022-00272-8

Finucane, J., Holzheu, T., Lanci, L.,
Lechner, R., Liebwein, P., Uchil, A.,
& Vanolli, A. (2023). Raising the
bar: non-life insurance in a higher-
risk, higher-return world. Zurich:
Sigma, Swiss Re Institute. Re-
trieved from https://www.swissre.
com/dam/jcr:765baae0-6f10-4e03-
a2c5-ca39730b6285/2023-09-sri-
sigma-cost-of-capital.pdf

Flores, E., Carvalho, V., & Sam-
paio, J. (2021). Impact of interest
rates on the life insurance market
development: Cross-country
evidence. Research in Interna-
tional Business and Finance, 58,
1-21. https://doi.org/10.1016/j.
ribaf.2021.101444

Gaganis, C., Hasan, L., Papadimitri,
P, & Tasiou, M. (2019). National
culture and risk-taking: Evidence
from the insurance industry.
Journal of Business Research, 97,
104-116, https://doi.org/10.1016/j.
jbusres.2018.12.037

Gujarati, D., & Porter, D. (2003).
Multicollinearity: What Happens
If the Regressors Are Correlated?
In Basic Econometrics (4th ed.)
(pp. 341-386). Boston, MA:
McGraw-Hill. Retrieved from
https://asutoshcollege.in/new-

http://dx.doi.org/10.21511/ins.16(1).2025.05



19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

web/Study_Material/Multicol-
linearity_05042020.pdf

Hadri, K. (2000). Testing for
stationarity in heterogeneous
panel data. Econometrics Jour-
nal, 3(2), 148-161. https://doi.
org/10.1111/1368-423X.00043

Hansen, L. (1982). Large sample
properties of generalized method
of moments estimators. Econo-

metrica, 50, 1029-1054. https://doi.

org/10.2307/1912775

Hodula, M., Jank, J., Casta, M., &
Kucera, A. (2021). On the macro
financial determinants of life and
non-life insurance premiums.
Geneva Paper Risk Insurance Issues
Practices, 48, 760-798. https://doi.
0rg/10.1057/s41288-021-00249-z

Hofstede, G. (1983). Na-

tional cultures revisited.

Behavior Science Research,

18(4), 285-305. https://doi.
org/10.1177/106939718301800403

Hofstede, G. (1991). Cultures and
Organizations: Software of the
Mind. London: McGraw-Hill.

Hofstede, G. (2001). Cultures
consequences: Comparing values,
behaviors, institutions, and orga-
nizations across nations (2nd ed.).
Thousand Oaks, CA: Sage.

Hofstede, G., Hofstede, G. J., &
Minkov, M. (2010). Cultures and
organizations: Software of the
mind. London: McGraw-Hill.
Retrieved from https://e-edu.
nbu.bg/pluginfile.php/900222/
mod_resource/content/1/G.
Hofstede_G.J.Hofstede_ M.
Minkov%20-%20Cultures%20
and%200rganizations%20-%20
Software%200f%20the%20

Mind%203rd_edition%202010.pdf

Kimmel, M. S., & Messner, M.
(2004). Men’s lives. Boston: Pear-
son.

Kjosevski, J., & Petkovski, M. (2014).

The determinants of non-life
insurance consumption: A VECM
analysis in Central and South-East-

ern Europe. Acta Oeconomica, 65(1),

107-127. https://doi.org/10.1556/
aoecon.65.2015.1.6

Minkov, M., & Hofstede, G.
(2011). The evolution of Hof-
stede’s doctrine. Cross Cultural

http://dx.doi.org/10.21511/ins.16(1).2025.05

29.

30.

31.

32.

33.

34.

35.

Insurance Markets and Companies, Volume 16, Issue 1, 2025

Management: An International
Journal, 18(1), 10-20. https://doi.
0rg/10.1108/13527601111104269

Outreville, F. (2018). Culture
and life insurance ownership: Is
it an issue? Journal of Insurance
Issues, 41(2), 168-192. Retrieved
from http://www.jstor.org/sta-
ble/26505753

Park, S. C., & Lemaire, J. (2012).
The impact of culture on the
demand for non-life insurance.
ASTIN Bulletin, 42(2), 501-

527. https://doi.org/10.2143/
AST.42.2.2182806

Sihem, E. (2024). The impact

of culture on the demand for
non-life insurance penetration in
developing countries: Panel data
analysis. International Journal

of Finance and Accounting, 9(2),
26-41. https://doi.org/10.47604/
ijfa.2494

Treerattanapun, A. (2011) The
impact of culture on non-life
insurance consumption. University
of Pennsylvania, Philadelphia.
Retrieved from https://www.
semanticscholar.org/paper/The-
Impact-of-Culture-on-Non-Life-
Insurance-Treerattanapun/0a8b3
89a45e1c62b49c4679263bbf0a05
a6e3719

Trinh, C. T., Ha, M. T,, Ho, N.

Q., & Alang, T. (2023a). National
culture, public health spending
and life insurance consumption:
an international comparison. Hu-
manities and Social Sciences Com-
munications, 10, 470. https://doi.
0rg/10.1057/s41599-023-01990-7

Trinh, T., Chao, C.-C., & Ho, N. Q.

(2023Db). Private health insurance
consumption and public health-

care provision in OECD countries:

Impact of culture, finance, and the
pandemic, The North Ameri-

can Journal of Economics and
Finance, 64, 101849. https://doi.
0rg/10.1016/j.najef.2022.101849

Trinh, T., Nguyen, X., & Sgro, P.
(2016). Determinants of non-life
insurance expenditure in devel-
oped and developing countries:
An empirical investigation. Ap-
plied Economics, 48(58), 5639-
5653. https://doi.org/10.1080/0003
6846.2016.1181834

36.

37.

38.

40.

Upadhyaya, Y., Kharel, K., Aryal,
N., & Lamichhane, B. (2024).
Contribution of the non-life
insurance sector to the economic
growth of Nepal: Analysis from
the EGLS approach. Insurance
Markets and Companies, 15(1),
30-39. https://doi.org/lO.ZlSl 1/
ins.15(1).2024.03

Vaona, A. (2008). The sensitivity
of nonparametric misspecification
tests to disturbance autocorrelation.
Retrieved from https://ideas.repec.
org/p/lug/wpaper/0803.html

World Bank Group. (2023). Global
financial development: Nonlife
insurance premiums. Retrieved
from https://databank.worldbank.
org/source/global-financial-devel-
opment/Series/ GFDD.DI.10#

Zhong, M., Sun, Z., Lai, G., & Yu,
T. (2015), Cultural influence on
insurance consumption: Insights
from the Chinese insurance mar-
ket. China Journal of Accounting
Studies, 3(1), 24-48. https://doi.org
/10.1080/21697213.2015.1012323

Zinyoro, T., & Aziakpono, M. J.
(2024). Performance determinants
of nonlife insurance firms: A
systematic review of the literature.
Cogent Business ¢ Management,
11(1). https://doi.org/10.1080/233
11975.2024.2345045

63



	“The determinants of non-life insurance spending: Evidence from Arab economies”
	MTBlankEqn

