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Abstract
The banking sector is one of the sectors that follows and 
adapts to technology the most, using it to develop solu-
tions for problems. With the development of informati-
on and communication technologies, telephone banking, 
internet banking, EFT, Call Centers, and ATMs can be 
given as examples of banks’ technologies. With the int-
roduction of Web 2.0 into our lives, the banks’ adverti-
sements, which have increased their service quality by 
using cloud solutions and mobile applications, are ge-
nerally based on the theme of “the bank that solves the 
problems of consumers quickly and reliably with the help 
of technology”. Banks that work with data warehouses, 
in the background, use artificial intelligence-supported 
applications to be active 24/7 in call centers and offer 
voice assistant services which now have Web 3.0 techno-
logies at their disposal. It is thought that with the deve-
lopment of new concepts and related technologies such 
as Metaverse, Blockchain, and Crypto money, which are 
mentioned together with the Web 3.0 infrastructure, the 
banking sector will make innovations both in its services 
and in the marketing of these services. This study aims 
to reveal new marketing activities and strategies waiting 
for the banking sector to focus on technologies such as 
Metaverse, Blockchain, and Cryptocurrency. In additi-
on, in the light of consumer behavior models, predictions 
will be made about how consumers and banks will meet 
in the metaverse world and what awaits the parties. The 
study is unique both in terms of the relationship between 
the concepts it contains and the research question. It is 
thought that this situation will contribute to the literature 
and help possible future studies. In addition, in the conc-
lusion part, a new concept is defined under the name of 
Metaverse Marketing.

Keywords
Consumer Behavior, Bank, Marketing, Metaverse, 
Blockchain, Cryptocurrency

JEL Classification
M31, M37, D11, G21.

Received: 06 April 2022 
DOI: 10.52898/ijif.2022.1

Accepted: 25 April 2022 



International Journal of Insurance and Finance2 ÖZKAYNAR

1. INTRODUCTION

Considering today’s monetary and economic systems, banks are indispensable elements of life, no 
matter which form of government is present in the states. In particular, conveniences such as the pos-
sibility to keep money easily, to deposit it, to quickly transfer it to another person or institution, and 
the opportunity to earn money again as an additional income can be counted among the reasons for 
this situation. Looking at the history of banking, it is agreed that it goes back to the Sumerians and 
Babylonians around 3500 BC (Kılıç, 2020; Parasız, 2000). In particular, the birth of modern banking, 
as we know, dates back to 1907, the year in which the United States Central Bank was established 
(Aydın, 2006). Since 1907, the banking sector has been among the sectors that closely follow tech-
nological developments, adapt rapidly, and provide an environment for the emergence of new inno-
vative products.

The banking sector’s close follow-up of technological developments is essential in accessing new 
products and the security of their savings/transactions, as well as fast transactions and time-saving 
effects for consumers. It would be incomplete to address this situation only from the consumers’ point 
of view. Keeping up with technological developments is also essential for the banks themselves. Ac-
cording to Işın (2010), this follow-up allows banks to add new departments, make information flow 
more regular and standardized, prevent duplicate transactions, and reduce labor costs.

It is known that the technological developments, from the invention of the telegraph to the birth 
of the Internet and afterward, contributed to the banking sector. Based on the assumption that these 
contributions favor the consumer, the sector has set up its advertisements and marketing strategies 
in this direction. However, how will Metaverse, Blockchain, and Cryptocurrencies, considered Web 
3.0 technologies and applications that come with the new digital age, affect this situation? Will these 
technologies again bring new products and other advantages in favor of consumers? On the other 
hand, will the banking industry see Cryptocurrencies as a threat and apply a different positioning 
strategy? The answers to these questions will give an idea about the direction of marketing strategies 
of banks in the Metaverse, Blockchain, and Cryptocurrency era, in the context of consumer behavior 
theories.

2. BACKGROUND

Threats such as the almost endless possibilities of Metaverse spaces, the fact that consumers do not 
have to be there with their real identities, the existence of Cryptocurrencies and legal loopholes, and 
the Blockchain chain not requiring bank transaction security have brought the future of banks to the 
agenda.

It can be mentioned that there are two views on the existence and indispensability of banks. Accor-
ding to the first view, banks deviate from their founding purpose and go beyond the mechanism that 
combines small capitals and turns them into investments. Banks serve only those who want to keep 
their money safe, those who rent their savings to other people in need and so on. It is seen as structures 
that survive with the commissions they receive from transactions, cause a decrease in production and 
lead society to interest.

The second view affirms that banks have many different functions and should be seen as an indis-
pensable element of the economic system. As an example, we can give the statements of Yetiz (2016);

“In addition to providing the flow of funds in the economy, banks also have other essential functi-
ons in terms of economy, such as creating dematerialized money, helping the execution of monetary 
and fiscal policies, and influencing the distribution of income and wealth. Therefore, the robust ban-
king sector will ensure that the country’s economies are also vital.

The growth and development of banking will lead to the growth and development of the economy. 
The more robust the banking sector is in the financial system, the higher the economic growth.
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Although the purpose of this study is not to discuss the existence of the banking system, whether 
the developing technologies will affect the banking system needs to be answered as an additional re-
search question. Because the marketing strategies to be created in the face of these technologies will 
directly affect consumer behavior.

In this sense, the background of the study is based on consumer behavior theories and philosop-
hical views on the new digital age. After the conceptual explanation of new technological develop-
ments, the possible effects of these developments on marketing strategies in the banking sector were 
predicted.

3. CONCEPTUAL FRAMEWORK

This section gives information about the contents of the concepts stated in the background of the 
study. Generally, the conceptual framework and literature review sections are discussed together. 
However, in the conceptual framework part, it was preferred to explain the concepts, which are the 
foundations on which the study was built, and examine the previous studies in the literature part. In 
this sense, the concept that needs to be addressed first is the concept of the new digital age.

Some call the new digital age the era of digitalization and define everything about the old as the 
expression of new technologies (Digitalleş, 2021). Those who call the entire period dominated by 
rapidly developing technologies (Çalışkan, 2020).

On the other hand, Google Chairman of the Board, Schmidt, and Google Ideas Manager Cohen 
expressed the digital age by defining what will happen in this age. This is perhaps one of the most 
straightforward but most useful definitions of the digital age. For example, Schmidt and Cohen (2014) 
summarized this period by saying that “soon everyone on earth will be connected”.

Even if we take the process of connecting everyone in terms of communication, with the inven-
tion of the telegraph and the telephone, the Internet has been the factor that accelerated this process 
shortly. The processes of connecting countries, institutions, and ultimately people to each other via 
the Internet have evolved from computers at desks to connecting to the Internet via wireless connec-
tions with mobile devices such as tablets and phones. At a certain point, after reaching 30 years from 
connection, it was not enough to just stay connected; it was desired to transform the connection into 
three-dimensional, more realistic, and more palpable. Thus, in a sense, Metaverse fields and the con-
cept, which can be considered to be the multidimensional state of the Internet, were born.

It is possible to talk about many technologies that bring humanity to the Metaverse process. Tech-
nologies such as virtual reality, augmented reality, and wearable technologies are technologies that 
will help the desired multidimensional structures of Metaverse spaces. In addition, these technologies 
will contribute to the new marketing strategies of the banking sector. For example, innovations such 
as making transactions in the virtual bank with virtual glasses and making transactions with the help 
of an operator with an avatar in the Metaverse area are waiting for us.

The two most important technologies that carry humanity to the Metaverse world are Blockchain 
technology and Cryptocurrency technology that develops accordingly.

TÜBİTAK (2018) briefly defines Blockchain as “a distributed database or shared record that feeds 
digital currencies, assets, and commodities”. When the concept of Crypto money and digital curren-
cies are added to this definition, the close relationship of the banking sector with these technologies 
and foresight studies on the future gain importance.

4. LITERATURE REVIEW

The subject is important but new to the history of science. In particular, although the concept of the 
Metaverse was introduced in 1992 (Stephenson, 2016), it has been on the active agenda for the last 
few years, especially with the change of Facebook’s name to Meta (BBC News, 2021), attracting the 
attention of the public and therefore perceived as new.
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For this reason, when we look at the literature, the study that deals with the banking sector in the 
context of the Metaverse is not yet at a sufficient level. For example, no study was found on the Web 
of Science site where two keywords matched. We scanned the Web of Science with the keywords of 
the bank, banking sector, Cryptocurrency, and Blockchain; 102 studies were found.

Among the 102 works that are more closely related to this study, 16 are listed in economics, 15 in 
business, 13 in management, and 12 in the business finance categories. However, since some studies 
are listed in both categories, they are in a state of duplicate registration. When the duplicate records 
are counted as one, the total number of studies turns to be 42. Summary tables of the studies mentio-
ned above are given below in order to assist further research.
 
Table 1
Bank, Cryptocurrency and Blockchain keywords, Economy filter

Reference: Web of Science
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Table 2
Bank, Cryptocurrency and Blockchain keywords, Business filter

Reference: Web of Science
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Table 3
Bank, Cryptocurrency and Blockchain keywords, Management filter

Reference: Web of Science
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Table 4
Bank, Cryptocurrency and Blockchain keywords, Business Finance filter

Reference: Web of Science

The available standard features of the studies are characterized by not being so many, their history 
belongs to the recent period and they provide general explanations of concepts and foresight studies 
about the opportunities they bring. This study tries to make predictions about the changes that will 
be experienced especially in the field of marketing strategies, as a result of the same concepts taking 
place in the Metaverse fields.

5. MARKETING AND CONSUMER BEHAVIOR

There are many definitions of marketing in the literature. Unfortunately, it is often difficult to find a 
single agreed definition in the social sciences. The same problem applies to marketing. For this rea-
son, instead of making very detailed marketing definitions, studies that express the relevant aspect of 
marketing are briefly mentioned.

For example, Sharp (2021) briefly states that marketing works on sales and purchasing issues. 
Kotler and Armstrong (2018) define marketing as creating customer value and establishing profitable 
customer relationships. Kotler and Keller (2018) say that marketing is to know and understand the 
customer very well. The necessity of the expression “to know and understand the consumer very 
well” emerges in consumer behavior theories.

Albayrak and Aksoy (2008) state that approaches to consumer behavior are divided into positivist 
and non-positivist approaches. According to the authors, the positivist perspective consists of econo-
mic, behavioral, cognitive, motivational, and situational approaches. The non-positivist perspective, 
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on the other hand, gives importance to experiences and culture.
Marketing strategies to be used in metaverse areas will also usually weigh on experience. Because 

as Quin (2021) states, Metaverse spaces are sharing-oriented virtual environments where people can 
interact and participate in activities together.

Examples can be given: concerts, meetings, and exhibitions held in Metaverse areas. Digital mar-
keting has many advantages when it comes to experience. For example, brands can attract users who 
have already experienced their processes to websites much more accessible than new users. In this 
process, the targeting and communication strategy established with the data about the user can incre-
ase your conversion rates (Gökşin, 2017).

6. MARKETING STRATEGIES OF BANKS IN THE PERIOD OF METAVERSE, BLOCK-
CHAIN, AND CRYPTOCURRENCY

Before moving on to the experience feature of the Metaverse fields, Blockchain technology should be 
discussed first because it has opened the doors of many technologies due to its security, transaction 
confirmation, immutability, and transparency. Among these, the most familiar subject of study is the 
concept of Cryptocurrency.

Discussions about the reality of Cryptocurrencies are still ongoing. Whether they are money and 
meet the quality of an investment tool is still under discussion. However, there is also an actual situ-
ation: Cryptocurrencies have created a market worth billions of dollars today. Regardless of whether 
the security is behind it, it is traded like money and an investment vehicle. Exchanges have been 
opened, and they are used as a value in consuming goods and services.

Nowadays, we talk about the evolution of the Internet. Metaverse areas are formed where virtual 
reality, augmented reality, wearable technologies, blockchain technology, crypto money, etc., ele-
ments come together.

All over the world, many countries started to adapt their monetary system to digital money and 
digital currencies even. They want to lift the physical cash out of the financial system. So they want 
to collect more tax and avoid the informal economy to prevent illegal trade in their countries (Çağlar, 
Arzova, and Yozgat, 2018).

Since companies are aware of the effects of the Internet on human life, they have acted, conside-
ring that similar opportunities will arise in Metaverse areas, and they have started to open their stores 
in Metaverse areas. For example, the H & M brand opened its first store in the CREEK City universe 
(Şimşek, 2022). Customers who shop in the CREEK City universe and can pay with CEEK Coin will 
also have the opportunity to order their products from physical stores. Dolce & Gabbana also entered 
the Metaverse areas with the Genesis Collection and NFT series. The said collection of the brand 
includes NFT and tokens that can be sold digitally (Yüksel, 2022).

Likewise, Adidas, Nike, and Charli Brands such as Cohen, Clinique, Facebook Metaverse, Micro-
soft Mesh, Coca-Cola, BMW, and Gucci have also taken their places in Metaverse areas, whether in 
NFT collections or with their virtual stores.

The banking sector is one of the fastest responding sectors to technological developments. As Lule 
pointed out (2021), “perhaps there will be a world soon where most banking transactions will take 
place at our touchpoints serving on the Metaverse rather than through digital channels”.

Following these developments closely, Türkiye İş Bankası became the first bank to advertise on 
Metaverse (CHIP, 2022). Yapı Kredi Bank also announced that it plans to enter the NFT field in the 
last days of 2021. (Tandogu, 2021). It is thought that these examples will continue to increase in the 
coming days.

Here, some questions awaiting the banking sector come to mind. When will banks fully enter this 
new world? Will the marketing strategies of the changing world in the Metaverse areas also change? 
What will be the new values that banks will create for their customers? How and in what direction 
will bank services change?
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For banks, this new world also means a new market. This market can be characterized as a new and 
growing market. Four stages are mentioned for the markets. These stages are emergence, growth, 
maturity, and decline (Torlak & Altunışık, 2009).

Metaverse fields are also in the stage of emergence. At this stage, the most important marketing 
strategies to be implemented by banks are; to create new products, namely services for the market, 
create market share, be the market leader, and maintain their leadership. For this, the first thing to 
do is to know the Metaverse areas’ characteristics, reveal the consumers’ profiles in these areas, and 
recognize their habits.

Banks are likely to find it early today to invest in Metaverse domains. Because both the investment 
costs are high and the number of Metaverse users is low. However, product development of banks 
through Cryptocurrency markets will be more profitable for them in the first step because it is known 
that users who are active in these areas have Cryptocurrency assets or will create a portfolio as soon 
as possible. All of the Metaverse domains have their Cryptocurrencies.

Banks can reach the first users of Metaverse domains with products such as low commission inter-
exchange transfers and a new generation bank-guaranteed cold wallet that can keep their cryptocur-
rency portfolio.

Today, Metaverse domains and companies have reliability problems. In addition, Metaverse areas 
are still new and complex for consumers, as are the Internet’s diffusion, habituation, and use eras.

However, banks’ brand values and reliability will enable them to eliminate this stage quickly. For 
banks to make such breakthroughs, the legal infrastructures of the countries must also be sufficient. 
However, today, transfers to all Cryptocurrency exchanges are made through banks. The banks’ prog-
ressive efforts and innovative products in this regard will also accelerate the formation of the legal 
infrastructure.

An essential aspect of new markets is the rapid entry of competitors. As the Metaverse areas prog-
ress, opponents will begin to take their place here. However, the banks’ competitors will not be only 
the banks in their lanes. As Ekşioğlu stated (2018), financial institutions other than banks have started 
to take place in payment systems in developed economies in recent years.

The most critical advertisements that banks can use in their marketing strategies when Metaverse 
areas are just beginning to form are game advertisements.

Çakırer and Köksu (2021) stated that advergame and ingame placement types, which are two types 
of advertisement placement used in the game world, are more distinct and differentiated.

The current users active in the Metaverse spaces are probably the innovators, who were the first 
to adopt the diffusion of innovations in the Diffusion of Innovation Theory. According to İslamoğlu 
and Altunışık (2013), the first group that a product meets is innovators. For this reason, this group is 
essential for marketing managers. Therefore, banks need to recognize these groups and develop ideas 
for them in gamified advertising processes.

7. DISCUSSION

In the modern era, monetary systems are built on central registry systems maintained by banks or 
banks that operate at the supra-economic level (Vigna and Casey, 2017). This situation has made 
banks the undisputed power in making excessive profits, extending credit, money transfers, and pay-
ment systems. However, the position of banks that make money from money rather than investment, 
and rent other people’s money to those in need, causes controversy. According to researchers such as 
Vigna and Casey, the system will seriously affect banks as the commissions that banks receive will 
decrease with the existence and spread of Cryptocurrencies. Furthermore, because Blockchain tech-
nology eliminates the need for banks in the registration system, Cryptocurrencies can be transferred 
from individual to individual without an intermediary.

Compilation study, Ida (2017) gathered the opinions that draw attention to this situation. In sum-
mary, Bitcoin and Blockchain technology stated that finance and technology are the perfect marriage 
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and that they can become an attractive alternative for banks in world markets. In the light of all these 
scenarios, the situation may be reversed. The banking and finance world can take its place in the Me-
taverse world with the solutions it will reveal and the innovative service products it will produce. As 
a result, it can maintain its position as the dominant power in financial systems, trade, and shopping.

Banks will now shift their marketing strategies from the service economy to the experience eco-
nomy. Because, as Pine and Korn (2011) stated, humanity lives in the experience economy, where 
experiences affect at a personal level and become the dominant economic presentation. The service 
economy is gradually giving way to personalized preferences according to customers. Banks will 
face the demands of this new experience economy in Metaverse domains. Ryan (2016) thinks that the 
theory of natural selection also applies to the Internet. So probably the same will be valid for banks 
and Metaverse areas, and those who cannot keep up with the transformation will be eliminated.

8. CONCLUSION AND RECOMMENDATIONS

It is thought that the Metaverse areas will increase rapidly in the coming period. Therefore, we can 
think that societies will adapt and start to use it faster than the spread of the Internet. Because when 
the Internet came, there was no social-cultural accumulation and habit for its previous use. However, 
if we accept the use of the World Wide Web as the turning point of the modern Internet, the internet-
based cultural history of the whole world was formed before the use of Metaverse areas in the last 30 
years.

Although it took a relatively long time for the Internet to become widespread, it is stated that the 
widespread use of Metaverse domains will take place within five years. It is thought that banks will 
not lag behind the times in a new revolution that is expected to develop so fast. While banks adapt 
to the new era, many products and services will change their forms. For example, the understanding 
of customer relationship management needs to change. Because there will be customers who want 
to talk to their bank with their avatars, negotiations will begin in three-dimensional virtual spaces. 
Presumably, channels from Metaverse domains will also be added to omnichannel channels.

Apart from virtual physical environments, it is thought that the contracts between banks and con-
sumers will turn into smart contracts with Blockchain technology. For this reason, banks should also 
carry out activities that encourage, guide, and educate their customers on these issues. In addition, 
first of all, they need to start preparing their personnel for this new world and implement training 
programs.

Another innovation that will come with Blockchain and Metaverse is Cryptocurrencies. It is tho-
ught that transactions, which are currently limited to money transfers to stock exchanges, will be 
paved with the preparation of legal infrastructures.

As discussed in the discussion section, time will tell whether Cryptocurrencies will be the end of 
banks due to the free transfer opportunity and whether people will prefer banks for security reasons 
in Cryptocurrency transactions.

With the innovations brought by the Internet, the known rules of marketing have evolved, and 
digital marketing was born. Although the effects of digital marketing continue with the Metaverse 
areas, it is thought that new marketing types may arise. New products, games, and environments, 
especially NFTs, will require different marketing techniques. For example, internet advertisements 
are less costly than traditional media. This is what Suher stated (2017). In addition, it has brought 
ease in meeting the requirement of “frequent repetition about the memorability of advertisements”. 
Therefore, the possibility that new marketing techniques in Metaverse areas will be less costly in the 
future and other distinctive features may initiate the transformation from digital marketing to Meta-
verse marketing.

So here it is time to define a new concept called Metaverse Marketing. It is possible to define Me-
taverse Marketing as the process of presenting products by reaching consumers through Metaverse 
areas and transforming their experience with Metaverse technologies into value. With the increase 
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and widespread use of Metaverse fields, this definition can be more inclusive.
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Abstract
The share of the insurance sector in Turkey is gra-
dually increasing and gaining importance. One of 
the alternative systems to the traditional insuran-
ce is the participation insurance, whose attention 
is constantly increasing both in the world and in 
Turkey. The concept of Islamic insurance and/or 
participation insurance has started to become wi-
despread in the sector, particularly in recent years, 
similar to participation banking. One of the main 
reasons for this is the sensitivity and demand of 
individuals towards interest-free products. Parti-
cipation or Takaful insurance is the focus of the 
study. Although the participation insurance prac-
tices have a history of more than 40 years in the 
world, it is relatively new in the Turkish insurance 
sector. However, it is obvious that participation in-
surance will show great improvement in Turkey in 
the future. In the study, Iranian, Pakistani, Saudi 
Arabian, Takaful and Turkish models, which are 
insurance business models within the framework 
of Islamic Law, are mentioned. The most used 
Takaful model in the research is Hybrid and the 
country with the highest premium production in 
participation insurance business is Saudi Arabia, 
which implements the cooperative model. At the 
end of this study, various suggestions were made 
for the further development of participation insu-
rance.
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1. INTRODUCTION

Insurance, which is dating back to old times, has become a system that enables individuals to insure 
themselves against certain risks. The insurance is defined as a formation that covers different types 
of risks formed with the desire of the parties to come together and minimize their losses in case the 
risk occurs, for individuals to feel safe (Özüdogru, 2017, p.2). Insurance has many benefits such as 
increasing solidarity, creating a sense of trust in people, compensating for losses, and contributing to 
the development of the economy (Hancı, 2007, p.3). 

The idea of participation insurance, which has emerged particularly in Muslim countries, came to 
the fore for the first time in the Islamic world by Ibn Abidin. Ibn Abidin believes that the concept of 
insurance is not compatible with Islam. After seeing that a large part of the society agreed with this 
view, participation insurance started to be discussed especially in the 1970s. Before the 1970s, there 
were practices similar to participation insurance. However, after the 1970s, it became increasingly of-
ficial and its sectoral importance began to increase (Laçinbala & Ünsal, 2019, p.182-183). The market 
share of participation banking and participation insurance in Turkey is increasing daily. In this regard, 
especially the decisions, fatwas, and announcements, made by the Presidency of Religious Affairs, 
are important. While the first examples of participation insurance in the world are in Sudan, Malaysia, 
and Saudi Arabia, in 2010 it started to be implemented for the first time in Turkey.

The growth of the participation insurance sector is linked to the participation banking sector. As 
the share of the participation banking in the sector increases, the percentage of the participation insu-
rance sector also increases. For this increase to be long-term, it is necessary to raise awareness of the 
public and private sectors in terms of participation insurance.

In the study, the participation insurance and the business models related to the participation insu-
rance are explained. The differences between the participation insurance and the traditional insuran-
ce, as well as the premium production of companies in this field and their shares in the sector, are 
examined. The models applied in the participation insurance are the Iranian and Pakistani model, the 
cooperative model, and the Takaful model. After reviewing the models implemented by the partici-
pation insurance companies in Turkey, the results obtained are discussed and suggestions are made 
in conclusion.

2. THE PARTICIPATION INSURANCE

2.1.  The Participation (Takaful) Insurance and Features

The meaning of Takaful is trust and solidarity. In various sources, the Takaful insurance is also refer-
red to as participation insurance, Islamic insurance, and mutual insurance (Üstün, 2014, p.6-7). The-
refore, in the study, it will be used as participation insurance with its widespread use in our country. 
Participation insurance is the way individuals, who make up a specific risk group, come together and 
guarantee their risks within the framework of a partnership, without the aim of profit, to cover the 
possible losses that may occur as a result of the realization of their risks in the future. There are mutu-
al solidarities based on voluntary participation in insurance. In this type of insurance, there is no pos-
sibility of interest, doubt and situations that may be against morality. In companies producing Takaful 
insurance, the risk of errors in the writing of the policy and the investment risk, that will consist of the 
invested parts of the collected funds, are undertaken by the participants, while the other risks are un-
dertaken by the Takaful company (Kassim, 2013, p.29). There is a pool system in which damages and 
responsibilities are shared equally among the individuals in that group (Sezal, 2017, p.1161-1162). 
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2.2. Takaful Insurance History

After the first session of the Fiqh Council, an institution affiliated with the Union of the Islamic 
World, in 1978, it was decided to ban all insurances (Mohammed, 2020, p.22). Since 1980s, the Taka-
ful insurance has become a type of insurance applied in Muslim countries, particularly in Malaysia, in 
the European countries (England) and in the United States (Aksoy, 2018, p.3). With the “Participation 
Insurance Regulation” issued in 2017 in Turkey, legislative regulation was made for the first time as 
well.

Table 1 
First Established Takaful Insurance Companies

Source: Yıldırım, İ. (2014). Development of Takaful (Islamıc) insurance system in the world and its 
applicability in Turkey. Journal of Organization and Management Sciences (OYBD), 6(2), p.55

2.3. The Participation and the Conventional Insurance Comparison

There is a significant difference between the participation and the conventional insurance. Although 
both of them are insurance in nature, there are essential differences in the practice, in the business 
style and in the selection of investment assets. A brief comparison is presented below.
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Table 2
Comparison of Takaful and Traditional Insurance

Source: Özüdoğru, H. (2018). Participation insurance and its current condition in Turkey. Third sec-
tor Social Economic Review, (53)1, p.7     

3. INSURANCE BUSINESS MODELS IN THE WORLD

3.1.  The Iranian Model

The compulsory insurances applied in Iran are health, third party motor vehicles and social insuran-
ces. The important point is that a specific part of the premiums in life and non-life branches are to 
be transferred to the “Iranian insurance company- Bimeh “. The participation model applied in the 
country is distinctly different from other models. The Iran’s Legal System Based on Shia Islam makes 
the participation model a differentiator. Iran does not need a sharia board in the Takaful insurance 
like other Islamic economies and doesn’t operate like traditional Takaful operators. Besides, there is 
no clear distinction between conventional and participation insurance in Iran. The Iranian financial 
system is based entirely on Shia Islam. In other words, the insurance is not carried out according to 
Sharia legislation, unlike in other countries. The window system is used in participation insurance. 
The structure of the participation system is similar to the classical insurance features. The most dis-
tinctive feature of the Iranian participation insurance is that Islamic products, which are preferred in 
directing contribution premiums to investment. According to the data for 2020, there are 305 Taka-
ful operators of which107 of them are licensed for general insurance, 57 of them are approved for 
family Takaful, and 25 of them are repetitive Takaful operators in the country (Afshari, 2020, p.7). 
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The window system is a system in which traditional insurance companies can also offer participation 
insurance products (Laçinbala & Ünsal, 2019, .184).

Table 3
Country Practices Regarding the Window System in Participation Insurance

Source: Laçinbala, Y. & Ünsal, H. (2019). An Overview on Window Model in Participation Insuran-
ce (Takaful) System. Sosyoekonomi Journal, 27(42), p.188

For the window system in Turkey, this system has been applied by many companies until today. Ho-
wever, in the Regulation on Insurance and Private Pension Activities within the Framework of Parti-
cipation Principles, published in the Official Gazette on 19.12.2020, the window system is not going 
to be applied after 31.12.2021.

 
Table 4
Production Table of Participation Insurance Companies in 2021 and Total Shares in the Market

Source: Işık, M.A. 
(2021). A comparati-
ve analysis on parti-
cipation insurance in 
Turkey and England. 
(Publication No. 
672411) [Master’s 
thesis, İstanbul Tica-
ret Unıversıty]. p.59
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3.2. The Pakistani Model in Participation

The model applied in Pakistan is called the “foundation model”. Basically, there is an understanding 
of foundation and applied through Wakalah, Mudarabah and Hybrid methods. The Wakalah method 
is predominantly used, and in this foundation model, the participant is more prominent. Wakalah 
means an agent or representative (Khan, 2003, p.192).  In the model, it is thought that companies 
that risk as partners in the participant capital company, will evaluate their current investments more 
carefully (Işık, 2021, p.35). In addition, if the resources are insufficient, it is possible for the system 
to progress regularly by using interest-free loans (Yazıcı, 2015, p.50-51). This is an Islamic insurance 
model widely applied in countries such as Malaysia, Singapore, Indonesia, India, Pakistan, United 
Arab Emirates, Ukraine, Kuwait, United Kingdom (Aslan,2021, p.40).

Figure 1
Mandate – Foundation Model Flow Chart

Source: Işık, M.A. (2021). A comparative analysis on participation insurance in Turkey and England. 
(Publication No. 672411) [Master’s thesis, İstanbul Ticaret Unıversıty]. p.36

According to Figure 1, the company, which establishes a foundation, makes the initial investment, 
and collects the funds of the participants in the account it opens. In addition, a Wakalah fee is collec-
ted at predetermined rates on the contribution premiums collected from the investors. The company 
earns investment income by transferring the remaining contribution premiums to the foundation fund. 
After making certain deductions from these investment incomes and the funds collected in the foun-
dation, the remaining balance is shared between the participant and the company at predetermined 
rates, which is called the Mudarabah foundation method.
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3.3. The Saudi Arabian (Cooperative) Model

Saudi Arabia is the country with the largest share of the Takaful markets. It is possible to make this 
interpretation by looking at the ratios in Graph 1.

Graph 1
Development Rates in Participation Markets by Country

Source: Improving the Takaful Sector In Islamic Countries, (2019), Standing Committee for Econo-
mic and Commercial Cooperation of the Organization of Islamic Cooperation (COMCEC), p.13 

According to Graph 1, the country with the largest share of participation markets in 2019 is Saudi 
Arabia with a high rate of 93%, followed by Iran with a rate of 57%. In Turkey, the participation 
market shows a size ratio of 22%.

As a result of the research based on Graph 1, according to 2018 data, Saudi Arabia has the highest 
participation market share with 38% in the global economic participation market. A model called 
“The Cooperative Insurance Model” is implemented in Saudi Arabia (COMCEC, 2019, p.77).

Figure 2
General Takaful Components In Saudi Arabia (2018)

Source: Improving the Takaful Sector In Islamic Countries, (2019), Standing Committee for Econo-
mic and Commercial Cooperation of the Organization of Islamic Cooperation (COMCEC), p.77
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According to Figure 2, 67% of the participation components belong to property / fire types with 
a rate of 12% after the engine in 2018. These are also followed by accident, liability and others with 
7%, engineering with 5%, maritime with 4%, energy with 4% and aviation with 1%.

When establishing insurance companies in Saudi Arabia, only the cooperative model, which is 
not inconsistent and regulated according to the provisions of sharia, is allowed according to the royal 
decree dated 17.04.1405 and numbered m/5 (COMCEC, 2019, p.78). The companies are subject to 
the provisions of the National Company Articles of Association. Only the cooperative structures are 
allowed as company types. The cooperative insurance model in Saudi Arabia has the characteristics 
of Takaful insurance (AlNemer, 2013, s.248).   However, it is seen that there are no detailed guide-
lines on the models that the companies will implement in their internal transactions. Therefore, in 
practice, it can be said that the insurance companies are entitled to apply different models (Demirci, 
2019, p.31-32). There are three cooperative insurance models implemented in Saudi Arabia.

Figure 3
The Flow Chart Cooperative Insurance Model In Saudi Arabia

Source: Improving the Takaful Sector In Islamic Countries, (2019), Standing Committee for Econo-
mic and Commercial Cooperation of the Organization of Islamic Cooperation (COMCEC), p.84

In Figure 3, according to the first cooperative insurance model, the insured pay their contribution 
to the insurance operator. Then, some of the premiums cover operating expenses, while the remaining 
amounts are invested in the requested investment and risk funds. If any amount remains, the insurance 
company can assess it according to its own will. At the end of the period, it is calculated whether there 
is a surplus or a deficit in earnings. If there is a surplus, 90% is distributed to the insurance operator 
and 10% to the shareholders. In other words, the operator returns some of the earnings to the insured. 
If there is a gap, it is the responsibility of the insurance operator. In the second cooperative insurance 
model, the only difference from the first model is the 5% of the gross wage for the insurance opera-
tor. The only difference between the third cooperative insurance model from the first model is that 
operating expenses such as the receivables and the investment percentages are left to the initiative of 
the insurance operator.

3.4. The Takaful Model and Types of Takaful Management Methods

Takaful model is a form of insurance that consists of management models based on the Takaful 
system. The purpose of the Takaful model system is to bring together people in a certain risk group 
and to minimize the losses arising from the risks they will face (Wahab and Rahim, 2006). The pri-
mary purpose of this system is not to make a profit, but to minimize the losses of individuals through 
solidarity and unity (Çalık, 2011, p.31). The Takaful management models should not include some 
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elements (Yıldırım, 2014, p.50-51). In the Takaful model, interest (riba), excessive risk taking (mai-
sir), uncertain or unclear contractual aspects (gharar) are islamically unsuitable investments (haram).

Mudarabah Management Method: In the mudarabah management model, also known as “profit-
loss partnership” in Turkey, one of the parties reveals its capital and the other its labor, and accor-
dingly, a labor-capital or profit-loss partnership is formed (Öner, 2020, p.41 – 42). When any loss 
occurs, one party loses his labor and the other his capital (Usmani, 2007, p.82). If there is an increase 
at the end of the period at the time of policy issuance or when the contract is concluded, the amount 
of sharing will be determined clearly and unequivocally. In this management model, no Wakalah fees 
are charged. Since the dividends are clear from the beginning, the participants get rid of negative 
thoughts. Participants who want to leave the system are given the right to terminate their membership 
after deducting certain costs and sharing profits (Hacak & Gürbüz, 2021, p.311).

Figure 4
Mudarabah Management Method 

Source: Işık, M.A. (2021). A comparative analysis on participation insurance in Turkey and England. 
(Publication No. 672411) [Master’s thesis, İstanbul Ticaret Unıversıty]. p.32

According to Figure 4, contributions are collected from the participants. After deducting the ex-
penses from the contribution premiums, the remaining amount is invested. If there is a profit, both 
the participant and the company receive a certain share. However, in case of damage, only the par-
ticipants, not the company, are responsible for the damage. The most discussed feature of this ma-
nagement model is that the company is a partner in the surplus and does not participate in the loss. 
In this case, the understanding of participation is contradicted (Işık, 2021, p.31-33). In participation 
insurance, there should be no unfair or excessive use cases.

Wakalah Management Method: The word Wakalah is a word of Arabic origin that occurs several 
times in the Qur’an. This word has multiple meanings. FFor participation insurance it means “to rep-
resent another person”. This method became more popular in the 2000s (Alhabshi & Razak, 2009, 
p.286). This management model is mainly applied in Gulf Arab countries (Isık, 2021, p.33).
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Figure 5
Wakalah Management Model Flow Chart

Source: Işık, M.A. (2021). A comparative analysis on participation insurance in Turkey and England. 
(Publication No. 672411) [Master’s thesis, İstanbul Ticaret Unıversıty]. p.34

Figure 5 shows that the contributions are collected in a pool. The remaining amount is invested by 
taking the Wakalah (operation) fee at a predetermined rate over the accumulated contributions. The 
Wakalah varies according to the performance of the Takaful operator (Alnemer, 2013, p.244). If profit 
is made, it is shared among both the participants and the company. In case of damage, it is only the 
responsibility of the participants. The negative side of this management model is that the company 
does not share in the loss even though it receives Wakalah fees and shares in the profits. In this case, 
the concept of “gain” emerges. The meaning of gain in law is to take excessive advantage of a situ-
ation. Here, there may be an unfair benefit for the participants. Because the company both receives 
attorney’s fees and shares in the profit but does not support the participants in case of a loss (Dilek, 
2019, p.60). A hybrid management method, which is a mix of Wakalah and Mudarabah methods, has 
been developed, considering that the company’s reimbursement of the Wakalah fee may affect its 
efficiency in the fund management.

Hybrid Management Method: It is also referred to as the “mixed model”. It is implemented as a 
mix of Mudarabah and Wakalah methods (Htay & Zaharin, 2011, p.5). In this method, both Wakalah 
and Mudarabah contracts are made. This model also emerges as the most used management model 
in participation insurance. It is common in Middle Eastern countries, particularly in Malaysia, Indo-
nesia, and Sudan. In this management, insurance activities are carried out with a mandate contract, 
while the profit and loss to be obtained from the investment are made with a Mudarabah contract. 
The Participation Insurance Regulation emphasized that “the company receives aWakalah fee in re-
turn for the risk fund management and other technical and legal transactions related to insurance; all 
of the technical profits are distributed to the participants, but the investment profit should be shared 
between the participant and the company at a predetermined rate” (Başoğlu, 2020, p. 1053-1054). It 
is a method recommended to be implemented by the Accounting and Auditing Organization of Isla-
mic Financial Institutions (AAOIFI). It is also mandatory in countries such as Bahrain and Malaysia 
(Hacak & Gürbüz, 2021 p.312).
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Figure 6
Hybrid Management Model Flow Chart 

Source: Işık, M.A. (2021). A comparative analysis on participation insurance in Turkey and England. 
(Publication No. 672411) [Master’s thesis, İstanbul Ticaret Unıversıty]. p.37

Figure 6 shows that participants first pay their contributions. After deducting the operator’s fee at 
the predetermined rate from this payment and after other deductions are made, the contributions are 
evaluated by directing them to investment. If a surplus is achieved, only the participants receive a 
share of the technical profit, while the company and the participants jointly receive a percentage of 
the investment profit.

3.5. The Turkish Model in Participation

Participation insurance started in Turkey in 2010. Until today, it has been making rapid progress in 
the sector. Particularly at the end of 2020, a new Turkish model was created with the combination of 
public authority and the private sector in Turkey. The features of this model include the establishment 
of structures such as the advisory committee and the participation compliance unit, the provision of 
collateral in religiously halal areas, and the evaluation of investments in interest-free instruments. The 
personnels who want to operate in the participation insurance sector in Turkey are obliged to have a 
certificate issued in that field. In addition, this practice was supported by various training programs, 
helping Turkey to create a unique model and gain positive momentum for developing the participati-
on insurance sector. An important point to be noted is the window system, which has been banned in 
Turkey as of the end of 2021. While many participation insurance companies continued their activiti-
es according to this system, they had to end their operations as of 31.12.2021. It is not yet possible to 
make a definite comment about the effect of this application on the sector. Finally, it is possible to say 
that the Turkish model is a different model with the new participation insurance legislation and diffe-
rent criteria from other models, and it has a special place in the world participation insurance sector.
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4. THE ACTIVITIES AND THE APPLIED PARTICIPATION MODELS OF INSURANCE 
COMPANIES OPERATING IN TURKEY

In this section, the participation insurance models used by the participation insurance companies 
operating in Turkey and the data on the basis of companies in the sector are compared based on the 
years 2020 and 2021.

According to Table 5, the company that started its activities in the field of participation insurance 
in Turkey in 2010 and has the highest share in the participation insurance sector, is Neova Katılım 
Sigorta A.Ş. Secondly, the participation insurance company Bereket Sigorta A.Ş. On the other hand, 
it has the second highest share in the sector in the non-life segment, while it has the company profile 
with the highest percentage in the life and pension segments. While it is seen that the companies that 
mostly use the Hybrid and the Wakalah model are Bereket Katılım Sigorta A.Ş. and Bereket Katılım 
Hayat A.Ş. Two companies, founded in 2020, use the Performance Supported Incentive Wakalah 
Method. In addition, it is seen that the participation insurance sector has the highest shares in non-life 
branches.
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Table 5
Companies and the models in which they are used

Source: Insurance Association of Türkiye & Annual reports of companies
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5. CONCLUSION AND RECOMMENDATIONS

In the study, the evaluation of participation insurance and the examination of the models were 
made. Although participation insurance is a new sector in Turkey, the research shows it has develo-
ped. Among the reasons for its development is that it is resistant to crises and more suitable for people 
than traditional insurance since there are no interest and similar risks. The models carried out in ac-
cordance with Islamic rules, Iranian, Pakistani, Saudi Arabian cooperative, Takaful model and finally 
the participation model applied in our country, Turkey. The country with the highest share participati-
on market is Saudi Arabia. The model used in Turkey, is the participation model mainly characterized 
by three criteria. There are four different management methods within this model itself. Companies 
are free to choose and apply any of these management models. These methods are Waqf, Mudarabah, 
Wakalah and Hybrid. The first of the most used methods in Turkey between 2017 and 2020 has been 
the Hybrid (Wakalah + Mudarabah). As of 2020, the insurance company with the highest share in the 
participation insurance sector in Turkey, excluding life, is Neova Katılım A.Ş., while the insurance 
company with the lowest share, Unico A.Ş. Bereket Hayat ve Emeklilik A.Ş., represents the insurance 
company with the highest share in the Life and Pension Branches. As a result, it is possible to develop 
participation insurance within the scope of the following recommendations:

- It can be enlarged and expanded by making new trainings on participation insurance and explai-
ning it to the public. In this way, accurate data will be used through the most up-to-date sources.

- Companies can try to develop different models that are unique to them instead of preferring 
standard models. As a matter of fact, this has been made possible by the new participation insurance 
legislation in Turkey.

- It will be extremely beneficial to conduct research, prepare reports and provide trainings in the 
sector and in academia to increase the awareness of participation insurance. Especially in universities, 
it is possible to raise awareness by creating courses suitable for this.

- In addition, units (institutes) related to participation insurance can be established.
- Participation insurance products can be offered with different features according to each person. 

For instance, a share increase can be experienced in the sector by making some changes to low-
income participants and lowering them to their level or making changes to high-income participants 
in the same way.

- Strengthening the technological structures of the companies in the field of participation may inc-
rease the interest in the sector. If insurance companies develop their websites and mobile applications 
accordingly, a significant acceleration will be achieved.

- Customers’ access to the system can be further increased by developing special formulas at the 
rate of the customer that each customer will bring with them.
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Abstract
At the end of 2019, the world met a new type of 
coronavirus and faced a serious pandemic caused by 
this virus. In many areas of daily life, especially in 
health, it has been attempted to combat the effects 
of the pandemic in question. About 500 million pe-
ople worldwide have been infected with the virus, 
and about 7 million of them have died. The heavy 
disease process and the number of infected people 
negatively affected the health system of the countri-
es. Individuals expected to receive the best service 
from hospitals during the epidemic period. Of cour-
se, the monetary dimension of this service has also 
reached serious figures. This situation brings us pri-
vate health insurance as an alternative exit door.
The public or additional private health insurance 
that the individual has makes him/her feel somew-
hat comfortable. Especially with private health in-
surance or supplementary health insurance, policy-
holders feel more secure in such difficult situations. 
After COVID-19 was seen as the first case in our 
country on March 10, 2020, diagnosis and treatment 
services were carried out by public hospitals. Later, 
private hospitals were declared as pandemic hospi-
tals by the Ministry of Health and started to provide 
diagnosis and treatment services. Especially in ca-
ses where the treatment takes a long time and requ-
ires intensive care, the serious financial burden has 
created a problem for insurance companies and the 
insured. In this context, this study is aimed to in-
vestigate individuals’ perspectives on insurance and 
private health insurance in Covid-19 times. Data 
were collected and statistically analyzed through 
the questionnaire prepared within the scope of the 
study.
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1. INTRODUCTION

Coronaviruses, which cause many diseases, especially the common cold, can occur in different ways. 
Epidemics such as Severe Acute Respiratory Syndrome (SARS-2002), H1N1 influenza (2009), and 
Middle East Respiratory Syndrome (MERS-2012), which were effective all over the world for a peri-
od, are also caused by a coronavirus. This epidemic, named COVID-19 (CoronaVirus Disease 2019) 
by the World Health Organization, was first described in Wuhan Province of China at the beginning 
of 2020. Later, the epidemic spread first in the country and then all over the world and became a 
pandemic (https://covid19.saglik.gov.tr/TR-66300/covid-19-nedir-.html). About 500 million people 
worldwide have been infected with the virus, and about 7 million of them have died. The heavy dise-
ase process and the number of infected people negatively affected the health system of the countries. 
Individuals expected to receive the best service from hospitals during the epidemic period. Of course, 
the monetary dimension of this service has also reached serious figures. This situation brings us pri-
vate health insurance as an alternative exit door.

As it is known, health insurance is the first thing that comes to mind in cases of illness and disa-
bility. The public or additional private health insurance that the individual has makes him/her feel 
somewhat comfortable. Especially with private health insurance or supplementary health insurance, 
policyholders feel safe in such difficult situations. In Turkey, the first COVID-19 case was seen on 
March 10, 2020, where diagnosis and treatment services were carried out by public hospitals. Later, 
private hospitals were declared as pandemic hospitals by the Ministry of Health and started to provide 
diagnosis and treatment services. However, at this time, the answer to the question of whether the ex-
penses of the patients who were treated for Covid-19 in these private hospitals and who had a private 
health insurance policy would be paid by the insurance companies began to be sought. Especially in 
cases where the treatment takes a long time and requires intensive care, the serious financial burden 
creates a problem for the insured. It is known that epidemic diseases are excluded from coverage in 
policies under normal conditions. In this context, Covid-19 was excluded from the policy. However, 
insurance companies have decided to include the pandemic treatment under the policy to support the 
health system during the epidemic process. The inclusion of these payments in the policy has increa-
sed the demand for this type of insurance. Compared to developed countries, private health insurance 
in Turkey is still not at the desired level. One reason for this is the existence of public health insuran-
ce. However, recently, individuals have started to turn to private health insurance for reasons such as 
seeking better quality service (Özsarı and Güdük, 2020).

2. PRIVATE HEALTH INSURANCES

Private health insurance is a system that supports the public health insurance system and is widely 
used all over the world. Private health insurance is defined as “Regardless of whether they are re-
gistered with any social security institution, it is a type of insurance arranged to cover the diagnosis, 
treatment and medication expenses that the insured persons may need as a result of the accidents they 
may encounter or the diseases they will suffer.” (Kilic,2019).

Private health insurances can be classified in different ways, according to the way of purchase, 
according to the collateral structure, and the type:

• According to the way of purchase, we have individual and group health insurance,
• According to the collateral structure, we can classify in health insurance with only inpatient tre-

atment coverage or inpatient and outpatient treatment coverage,
• According to the type, we consider private health insurance, supplementary health insurance, 

international travel health insurance, and emergency health insurance.
The type of private health insurance that replaces public health insurance and undertakes health 

risks through basic coverage packages is the substitution insurance. The type of private health in-
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surance that covers the health expenses that are not covered or partially covered by public health 
insurance is the complementary health insurance (Öztürk, 2019). The type of private health insurance 
that protects the person against the health risks that may occur during their travels is the travel health 
insurance. In this type of insurance, health expenses incurred during the planned travel period are 
covered in proportion to the coverage amount (Ekinci,2018).

Private health insurance, which also provides treatment abroad, is generally made for one year. 
Private health insurances have two different coverages: “inpatient treatment coverage” and “outpati-
ent treatment coverage”. The inpatient treatment coverage is valid for inpatient treatments. This tre-
atment can be surgical or non-surgical. The main expenses to be paid by the health insurance within 
the scope of the insurance are related to:  doctor, intensive care, ambulance, surgery, hospitalization, 
etc.. The Outpatient treatment coverage is valid for outpatient treatments at the hospital. The main 
expenses to be paid by the health insurance within the scope of this type of insurance are related to:  
examination, laboratory tests, x-ray, MR, tomography, diagnostic, and drug expenses. If they wish, 
the private health insurance holders can also receive eyeglasses and dental treatment, provided that 
they pay an additional premium. Free tariffs are valid in private health insurance and each insurance 
company can freely determine its premiums. Premiums can be calculated based on factors such as the 
health history of the insured, the alcohol and cigarette use, the hereditary disease status, the age, the 
gender, the province of residence, and the occupation classes (Açıkol, 2019).

Health insurance has a share of 15% in the insurance sector in Turkey. Istanbul takes the largest sha-
re in private health insurance on a provincial basis, followed by Ankara and Izmir. Half of the market 
in this area is driven by two companies (https://www.sbm.org.tr//sbm_rapor/sagmer//2020/2020_9.
pdf). The development in private health insurance premium production between 2016 and 2020 is 
shown in Table 1.

Table 1
Distribution of the Number of Insured

Source: (https://www.sbm.org.tr//sbm_rapor/sagmer//2020/2020_9.pdf)

As can be seen from Table 1, while the number of health insurance holders was 2,483,928 in 2016, 
this number decreased to 2,095,722 in 2020. While the number of complementary health insurance 
holders was 660,424 in 2016, this number increased to 1,084,609 in 2020. The increase in health 
policies for foreigners is remarkable. Accordingly, while the number of health professionals for fore-
igners was 30 in 2016, this number reached 434,037 in 2020.

Private health insurance has some advantages such as reducing the health costs to be paid, recei-
ving treatment services under more favorable conditions, receiving similar services abroad, and de-
ducting the paid health insurance premiums from the annual income tax (Öztürk, 2019). However, the 
disadvantages of the system are different premiums, and prices for the same product, the fact that the 
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service received is free, in this context, the cost of insurance companies increases due to the high de-
mand for health services, unnecessary health services are offered by hospitals, the health status of the 
policyholder is different, the risk premium cannot be calculated correctly, and insurance companies 
are more concerned with prices than service quality. agreement with private hospitals (Keskin, 2019).

Regarding the field of private health insurance in Turkey, there are various problems such as the 
frequency of use of health services, the non-compliance with the principle of mutual goodwill, the 
initiative of physicians and health institutions, the problems with premium collection, the inability to 
enlarge the portfolio, the inadequacy of statistical data, the competition only on price and the socio-
cultural and economic structure. These problems are briefly explained below (Bitimli, 2019):

● The frequency of use of health services. If the person covered by the health insurance has not 
received health care, this situation leads the person to receive health care. The insured creates an un-
necessary demand with the thought that the premium has been paid anyway. For this reason, the costs 
of the insured to the insurance companies increase.

● The non-compliance with the principle of mutual goodwill, The person who will receive health 
care must have a real need for health care, and health care should be provided by the providers only 
in case of need. The idea of the insured’s willingness to take back the premium paid to the insurance 
company does not comply with the “mutual goodwill principle”.

● The initiative of physicians and health institutions. Examples of this are the extra costs incur-
red by hospitals to apply different prices to people who have health insurance, to prefer expensive 
diagnosis and treatment methods, to issue reports that fit insurance companies and to increase their 
commercial earnings.

● The inability to enlarge the portfolio and insufficient statistical data. With the increase in the 
number of people in the insurance pool, the money accumulated in the pool will also increase and 
it will be possible to purchase insurance at a more affordable price. However, this growth has not 
reached a sufficient level yet. In addition, the risk premium cannot be determined correctly due to 
insufficient and unreliable data on the sector.

● Problems with premium collection; Insurance companies pay the majority of their expenses 
upfront and collect the premiums on a deferred basis. This situation disrupts the cash flow balance of 
insurance companies.

● Experiencing competition only on price.- The price competition in the sector negatively affects 
the insurance sector. The fact that competition is made only on price negatively affects the decrease 
in the quality of service and the outlook in the health insurance sector.

● The sociocultural and economic structure. The decision-making process of those who will claim 
insurance may be affected by economic and socio-cultural factors such as insecurity, education level, 
belief structure, high premiums, lack of insurance awareness, and income level

3. LITERATURE REVIEW

There are numerous studies on private health insurance in Turkey, but not at the desired level. A desc-
riptive study was conducted by Yiğit (2007) on the approaches to General Health and Private Health 
Insurance on 389 people living on the European side of Istanbul who do not have Private Health 
Insurance. According to the findings obtained, although the interest in public institutions is less than 
in private sector institutions, they show a certain potential. These days, when these organizations can 
also make additional payments to their employees from the revolving fund, it is possible to contribute 
to reducing costs by choosing the public institution of the members with certain agreements. Promo-
tional activities with on-site visits to potential customers show a situation that will help increase indi-
vidual sales. Integration with General Health Insurance on a more solid basis is a critical element for 
the future. To achieve this, the work of the government should be followed, supported and be given 
to the promotion and dissemination of General Health Insurance if cooperation can be established on 
appropriate grounds. At this point, the framework of supplementary insurance should be well defined.
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A study conducted by Tarım and Gütük (2019), was aimed to measure the knowledge level of 
individuals about private health insurance, to determine the reasons for not having private health in-
surance and to figure out the sources of information. A questionnaire formed by the researcher using 
the literature review and the expert opinions was used, and it was applied to a total of 852 people. 
While 46.13% of the participants have private health insurance, 53.87% do not have private health 
insurance. The knowledge level of private health insurance holders is higher than the other group and 
the most important source of information for both groups are the private health insurance companies. 
When asked about the reasons for preference for those with private health insurance, the highest res-
ponse with 59.54% was “receiving better quality service”. As the reason for not being preferred, the 
option “too high premiums” was marked by 53.81%. There is a need to inform the public more about 
private health insurance by using different sources.

In a study by Demirci (2020), the relationship between health insurance ownership and hospital 
selection and demand is tried to be understood by scanning the literature. Many factors affect the 
demand for healthcare services. These are age, gender, income level, transportation, price of health 
services, ownership of health insurance, level of health, and quality of health services. Having health 
insurance will reduce out-of-pocket payments and this will protect people from excessive costs. Se-
curing people in this way will increase the demand for health services. Having any health insurance 
will both increase the demand for health services and affect the choice of hospital.

Yılmaz et al., worked on revealing the opinions of the students, studying at Konya Selcuk Univer-
sity Faculty of Health Sciences in the spring semester of the 2018-2019 academic year, about general 
and private health insurance. (2019). The result of the study showed that the majority of the students 
(78.2%) had not heard of complementary health insurance before.

A study by Orhaner and Ekinci (2019) was carried out to reveal the perspectives of individuals 
aged 18 and over living in Ankara on private health insurance. The questionnaires, which got answe-
red by 394 people, were subject to statistical analysis. A regression analysis was used to analyze the 
obtained data. In the simple regression model, where opinions about private health insurance were 
the dependent variables, and education status or health insurance represented the independent vari-
able, showed that there is a significant relationship between these variables. Again, in the regression 
model, in which opinions about private health insurance were the dependent variable, the state of 
being informed about the health institution, or complementary health insurance was the independent 
variable, proved that there is a significant relationship between the said variables.

Even though Covid-19 has just entered human life, there are an increasing number of studies on 
it in the literature. The number of studies on this subject has increased significantly in the last year. 
In the study conducted by Serçemeli and Kurnaz (2020), it is aimed to determine the perspectives of 
the students who took distance education accounting lessons during the Covid-19 pandemic period, 
their perspectives on the distance education system, their self-efficacy regarding the distance educa-
tion system, and their views on the accounting lessons conducted with distance education. For this 
purpose, a questionnaire was applied to undergraduate students studying at Erzincan Binali Yıldırım 
University, Faculty of Economics and Administrative Sciences, Department of Health Management, 
and who had taken at least one accounting course before. The data obtained from the questionnaires 
were analyzed with the help of the SPSS 20 program with descriptive statistics such as frequency 
and percentage. As a result of the research, it was seen that the students did not adopt the distance 
education system very much and did not experience any problems in terms of self-efficacy regarding 
the use of the system. While watching the video recordings of remote accounting education, flexible 
training opportunities, and saving time were seen as positive, issues such as not being able to reach 
the internet and the instructor and feeling socially isolated were determined as negative aspects. As 
a result, it has been suggested that accounting education should be given through a flipped education 
system that blends traditional education methods with distance education methods.

Changes in the macroeconomic indicators stated by Soylu (2020) in the Turkish economy were 
examined. Changes in economic indicators, expansionary monetary and fiscal policies implemented 
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within the scope of the fight against Covid-19 make it possible to predict that the Turkish economy 
will have a “V” shaped trend. The necessity for the Turkish economy to relocate its investment func-
tion, in the long run, has once again gained importance under the influence of Covid-19.

According to Aydın and Doğan (2020), the uncertainty, risk, and fear created by COVID-19 and 
the New Normal Period measures have led to some changes in the touristic consumption behavi-
ors and in the tourism sector as well. From this point of view, within the scope of this research, the 
changing decisions and behaviors of touristic consumers and the changes in the tourism sector in the 
New Normal Period in Turkey after COVID-19 were examined and predictions for the future were 
determined.

The aim of the research conducted by Can (2020) is to evaluate the effects of the Coronavirus (Co-
vid-19) pandemic on open and distance education applications in Turkey and to make suggestions for 
future applications. A case study, one of the qualitative research methods, was used in the research. In 
this context, the Coronavirus (Covid-19) pandemic has important pedagogical implications. During 
this period, there was a significant increase in demand for open and distance education. In addition, 
the importance of open and distance education services in society has begun to be understood. This 
pandemic has shown that not only quantity but also quality is important in open and distance edu-
cation. The coronavirus (Covid-19) pandemic shows that the open and distance education system in 
Turkey needs to be strengthened in terms of infrastructure, access, security, content, design, imple-
mentation, quality, legislation, and pedagogy.

The aim of the study performed by Acar (2020) is to determine the possible effects of the epidemic 
on tourism activities in the current and future periods. For this purpose, the data, and instructions, 
which are constantly updated and instantly shared on the official website of the World Health Orga-
nization (WHO), regarding the epidemic, which poses a serious threat to international public health 
due to its effects, have been examined by document analysis method. Data on special measures that 
directly affect the tourism industry, such as bans on entry and exit from countries implemented as a 
precautionary measure by governments between 31 December 2019 and 10 March 2020, quaranti-
nes applied in regions where the epidemic was detected, international sports and arts events that are 
subject to cancellation, congresses and travel restrictions evaluated within the scope of the study. In 
addition, the report and warnings of the World Tourism Organization (WTO) on the subject are also 
included in the study. The impressions obtained as a result of the study findings are that the new coro-
navirus will cause damages that can be felt for a long time in the economies of the countries and the 
tourism sector will be directly affected by these damages.

Ozturk et al. (2020) aim to examine the psychological effects of the epidemic and quarantine in 
individuals between the ages of 18-65. The participants of the study consisted of 357 people, 251 
women (70.3%) and 106 men (29.7%). An information form including questions about pet and plant 
ownership and phone use, Intolerance of Uncertainty Scale, Leisure Boredom Scale, and Event Im-
pact Scale were given online to the participants. Bivariate correlation, t-test for independent samples, 
and linear regression analyzes were used in the analysis of the data. The scores of the individuals 
who do not have a pet on the Effect of the Event Scale and the Intolerance for Uncertainty Scale were 
found to be higher than the individuals who own a pet. There was no difference between the scores 
of individuals with and without plants from the scales used in the study. According to the correlation 
analysis, there is a significant and positive relationship between all scales. According to the standar-
dized regression coefficients of linear regression; The order of importance of the predictor variables 
on the effect of events was determined as intolerance to uncertainty, leisure time boredom, home 
environment, time spent on the phone, socioeconomic level, and Twitter use. As a result, it was ob-
served that having a pet, living home environment, socioeconomic level are protective factors, while 
intolerance to uncertainty and leisure time boredom levels, time spent on the phone, and high Twitter 
use may be risk factors. It is recommended to increase the number of studies using these variables.

The effect of the Covid-19 global epidemic on gold ounce prices and the dollar index was inves-
tigated by Şit and Telek (2020). The daily number of cases and deaths, gold ounce prices, and dollar 
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index data for the period 1 March 2020 - 7 May 2020 are taken into account. To investigate the stati-
onarity of the series, Narayan and Pop unit root tests, which are structural break unit root tests, were 
used. To determine the cointegration relationship between the variables, the Hatemi-J cointegration 
test was applied. In the findings obtained, a cointegration relationship between the variables was de-
termined and the causality relationship was examined with the Hatemi-J Asymmetric causality test. 
As a result of the analysis, there is a cointegrated relationship between the number of deaths and cases 
caused by the pandemic and the dollar index. As a result of the causality test, it was determined that 
the positive shocks in the number of cases and deaths caused by the pandemic caused shocks in the 
dollar index and the gold ounce price.

In the study conducted by Şahin and Uyar (2020), the effect of the pandemic on financial markets 
was investigated. It is important to research issues such as whether this effect is positive or negative, 
the level of impact, which countries are affected more or less, the effects based on sectors, whether 
the said effect is different in terms of developed and developing countries. In this context, in this 
study, the movement of various selected countries’ stock exchanges during the pandemic process was 
analyzed and interpreted.

In the study conducted by Bozkurt (2020), evaluations for education were discussed in the context 
of conceptual discussions. In this survey study, the concepts of emergency remote education and dis-
tance education are explained. In addition, according to the situations that arise during the pandemic, 
educational technologies, course design in distance education, measurement and evaluation, digital 
data, and ethics, new educational roles, digital competencies, and digital skills, digital transformation, 
digital division, philosophy of openness in education, social equality, trauma, and ethics. evaluations 
were made in the context of anxiety, concern, understanding and empathy pedagogy, support com-
munities and mechanisms, and the economic dimension in higher education. According to the results 
of this study, it has been seen that the coronavirus pandemic affects the field of education directly 
and indirectly in many ways, and there is a need for radical reforms and strategic planning to ensure 
continuity in education under all circumstances.

Baltacı and Akaydın (2020) The effects of the COVID-19 pandemic on consumers’ food purcha-
sing behavior were tried to be conveyed by using the deduction method with the literature review. 
As it can be understood from the scan, the tendency of consumers to stock up on cleaning materials, 
food, and similar basic needs may increase due to the economic and psychological uncertainties bro-
ught about by the isolation, quarantine, and curfew practices. It is also seen that this situation may 
cause supply/demand imbalances in the market and even prevent some consumers from reaching the 
products they need.

There are also similar studies worldwide. According to predictions made in a study by Woolhandler 
and Himmelstein (2020), many people will suffer from both losing a job and losing health insurance. 
In the study, the possible effects of current job losses on the number of uninsured people were estima-
ted. While the rate of unemployment among the unemployed who lost or quit their job was 26.3%, it 
was determined as 10.7% among those with a job. In this context, around 1 in 4 newly unemployed 
workers in countries are likely to lose insurance, increasing the overall unemployment rate to around 
40%. While the COVID-19 crisis calls for urgent action, it also highlights the imprudence of linking 
health insurance to employment and the need for broader reform. The current tsunami of job and in-
surance coverage losses and the increased risk of serious illness requires action.

Wu et al. (2020) conducted a study in which systematic review of the role of private health insu-
rance in China was carried out. The review focuses on the effects of private health insurance on broa-
dening coverage, increasing access to health services, and financial protection. In the study, refereed 
articles published in Web of Science, PubMed, and China Knowledge Resource Integrated Database 
between March 2018 and January 2000 were searched and a total of 31 articles were reached. Ac-
cording to the findings, the prevalence of private health insurance increased gradually, without being 
uneven across regions. The expansion of social health insurance increased the total premium for pri-
vate health insurance but had a mixed effect on private health insurance adoption. We could not find 
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any data on the limitations of private insurance holders in benefiting from health services.
According to King (2020), about half of Americans obtain health insurance through their employers 
and have filed for a record number of unemployment insurance applications due to the pandemic. 
Millions of people find themselves deprived of health insurance during the pandemic period. Even 
those who have health insurance cannot benefit from the said health service adequately. Research be-
fore the pandemic shows that more than half of Americans with employer-sponsored health insurance 
delayed recommended treatment for themselves or a family member because of costs in the previ-
ous year. Several private insurers, including Humana, Cigna, UnitedHealth Group, and Blue Cross 
Blue Shield, have agreed to waive cost-sharing payments for plan members undergoing treatment for 
Covid-19. The federal government will reimburse providers at Medicare tariffs for the treatment of 
uninsured patients. As a result, the state’s surprise billing protections, cost-sharing bans, and coverage 
powers will not apply to the approximately 60% of Americans (about 30% of the population) with 
employer-sponsored health insurance. Never before has the interdependence of all our health, finan-
ces, and social fabric been more visible.

4. METHODOLOGY

4.1. Purpose and Scope

The main purpose of the research is to determine individuals’ perspectives on private health insurance 
in Covid-19 times. Within the framework of this purpose, the study was carried out to reveal how 
much information people have on private health insurance and whether there has been a change in 
their perspectives on private health insurance with COVID-19.

The research was conducted in the internet environment. It has been determined as all individuals 
over the age of 18 that we think may be interested in private health insurance. The questionnaire was 
applied to 468 people.
 
4.2. Research Method

Within the scope of the research, data were collected by questionnaire method. It was assumed that 
the answers of the participants were correct and they were not guided. In the survey, there are 27 state-
ments addressed to the participants to determine individuals’ perspectives on private health insurance 
during Covid-19 times. The statements in question were asked to be answered as “Strongly Disagree, 
Disagree, No Idea, Agree, Strongly Agree” using a 5-point Likert scale. Eymen (2007: 88) stated that 
the two conditions necessary for the application of parametric tests in studies are that the sample size 
is greater than 30 and that the data is homogeneous and normally distributed. In this study, the sample 
size was 468 and the first condition was met. After analysis of normality, Kolmogorov-Smirnov test 
p values (p=0.000) and Shapiro-Wilk test p values (p=0.000) were found to be less than 0.05, kurto-
sis, and skewness values were between -2.0 and +2.0 (George and Mallery, 2010) so the data were 
accepted to be normally distributed. In this context, parametric methods were used for the data in the 
study. The data collected within the scope of the survey were evaluated with the SPSS 22.0 program. 
In this context, frequency analysis, independent t-test, and ANOVA tests were performed and only 
data related to those with significant differences are given in the tables.

Uzunsakal and Yıldız (2018) described the Cronbach Alpha values between 0.60-0.80 as highly 
reliable. If the number of questions is small, 0.60 and above can be accepted as the limit value (Kayış, 
2008:405). The Cronbach’s Alpha value of the judgments used in this study was 0.841. In this con-
text, it can be said that the scale used in the study is quite reliable.
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Table 2
Reliability Analysis

4.3. Findings

4.3.1. Demographic
Demographic findings obtained from the study are shown in Table 3.

Table 3
Demographic Variables
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According to table 3, considering the gender distribution, 52.8% of the participants are female and 
47.2% are male. In terms of marital status, 343 (73.3%) of the participants were single and 125 
(26.7%) were married. It can be said that the majority of the respondents are single. In addition, the 
majority of the respondents received undergraduate education (263 people, 56.2%). The number of 
education areas at the associate degree level is 94, the number of education areas at the postgraduate 
level is 67, and the number of education areas at primary and secondary education levels is 44. 

Considering the age distribution of the participants, it is seen that 46.8% (219 people) of the parti-
cipants are in the 21-35 age group. 40.2% of the participants do not work in any job, 16% work in the 
public sector, and 19.9% in the private sector. In addition, it is seen that 8.2% of the participants are 
housewives, 10.7% are self-employed and 13.2% are students.

Participants were asked with whom they lived, and according to the findings, those living with the-
ir parents and siblings constitute 35.3%. 23.5% of the participants live with their mother and/or father. 
It was asked whether the participants had chronic diseases, and according to the findings, 86.8% of 
the participants did not have any chronic diseases. The rate of people living together at home who do 
not have chronic diseases is 66.9%.

At the time of the survey, the rate of participants who had Covid19 was 8.5%. 8.1 percent of those 
who had the disease received their treatment at home, 4.7 percent had moderately severe disease. The 
rate of those who have Covid19 in the vicinity of the participants is 83.1%. It is seen that most of the 
respondents (326 people-69.7%) do not have private health insurance. 

4.3.2. Parametric Tests

In Table 4, frequency analysis, average and standard deviations of the answers given to the questions 
asked to the participants are given to determine individuals’ perspectives on private health insurance 
during Covid-19 times.

Table 4
Answers to the Questions Asked to the Participants
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As can be seen from table 4, the three expressions that the participants most agree with are; “Covid-19 
is a serious health problem”, “I took the necessary precautions against Covid-19” and “I will consider 
taking out private health insurance if my income increases”. The three statements they disagree with 
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the most are:; “Covid-19 is not an important health problem and is exaggerated”, “There is enough 
information in the media about private health insurance to enlighten the public” and “The insurance 
provided by the state is sufficient and there is no need for private health insurance” thoughts.

4.3.2.1. Independent T-Test

Table 5 shows the Independent T-Test results between demographic factors and 27 statements given 
to the participants.

Table 5
Independent T-Test Results
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As can be seen from the table: by gender, “I do not trust private insurance companies” (p=0.007 
p<0.05), “I am satisfied with the health services provided by my social insurance” (p=0.011 p<0.05), 
“I intend to have private health insurance” (p=0.001 p <0.05), “I recommend to others to have private 
health insurance” (p=0.000 p<0.05), “I think I have taken the necessary precautions against Co-
vid-19” (p=0.037 p<0.05) and “Covid-19 - Significant difference was found between the statements 
“19 and my interest in private health insurance has increased” (p=0.042 p<0.05).

By marital status, “I know about private insurances” (p=0.000 p<0.05), “I do not trust private in-
surance companies” (p=0.007 p<0.05), “I have knowledge about private health insurances” (p=0.000) 
p<0.05), “I find private health insurance useful” (p=0.034 p<0.05), “The state-provided insurance is 
sufficient; I don’t think there is a need for private health insurance” (p=0.029 p<0.05), “Private health 
insurance is a competitor to the social security system” (p=0.046 p<0.05), “I am considering get-
ting a private health insurance” (p=0.016 A significant difference was found between the statements 
p<0.05) and “My interest in private health insurance increased with Covid-19” (p=0.002 p<0.05).

“Do you have a chronic illness?” with the question “I find private health insurance beneficial” 
(p=0.047 p<0.05), “I am satisfied with the additional coverage provided/will be offered by my priva-
te health insurance” (p=0.039 p<0.05), “Private health insurance-related media coverage I think that 
enough information has been given to enlighten the public” (p=0.027 p<0.05), “I would recommend 
to others to take out private health insurance” (p=0.016 p<0.05) and? “I think it is exaggerated that 
Covid-19 is not an important health problem. There was a significant difference between the expres-
sions ” (p=0.000 p<0.05). 

“Do You Have Chronic Discomfort in Your Living At Home?” With the question “I have informa-
tion about private insurances” (p=0.001 p<0.05), “I have information about private health insurances” 
(p=0.028 p<0.05), “I know in which cases private health insurance will pay compensation” (p=0.003 
p<0.05), “I know in which cases private health insurance will not pay compensation”(p=0.052 
p<0.05), “I know which services I have purchased/will receive with private health insurance”(p=0.030 
p <0.05), “I am satisfied with the additional coverage provided/will be offered by my private health 
insurance”(p=0.017 p<0.05), “I think that enough information is given in the media about private 
health insurance to enlighten the public”(p=0.045 p<0,05) and “I think I have taken the necessary 
precautions against Covid-19” (p=0.001 p<0.05), a significant difference was found.

“Have you had Covid?” with “I know private insurance” (p=0.002 p<0.05), “I know which servi-
ces I buy/will receive with private health insurance” (p=0.027 p<0.05), “The premium I will pay to 
private health insurance; A significant difference was found between the statements; “I think that it 
will remain high compared to the service I will receive” (p=0.017 p<0.05) and? “I think I have taken 
the necessary precautions against Covid-19” (p=0.004 p<0.05).

“Does anyone near you have Covid?” There is a significant difference between the question and 
the statement “I am considering getting private health insurance” (p=0.028 p<0.05).

Finally, “Do you have Private Health Insurance?” With the question “I have knowledge about 
private insurance” (p=0.011 p<0.05), “I have knowledge about private health insurance” (p=0.000 
p<0.05), “I find private health insurance useful”(p=0.000 p<0.05), “I know in which cases private 
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health insurance will pay compensation”(p=0.000 p<0.05), “I know when private health insurance 
will not pay compensation”(p=0.000 p<0.05), “ I know which services I have purchased/will receive 
with private health insurance” (p=0.000 p<0.05), “I am satisfied with the additional coverage pro-
vided/will be provided by my private health insurance”(p=0.000 p<0.05), I think it provides better 
quality service”(p=0.038 p<0.05), “The state-provided insurance is sufficient; I think there is no 
need for private health insurance” (p=0.000 p<0.05), “If my income increases, I would consider 
taking out private health insurance” (p=0.002 p<0.05), “I do not receive service from private health 
institutions”(p=0.000 p<0.05), “I am considering getting private health insurance”(p=0.000 p<0.05), 
“I would recommend getting private health insurance to others” (p=0.000 p<0.05), “Private health 
insurance with Covid-19 Significant difference was found between “My interest in health insurance 
has increased” (p=0.008 p<0.05) and “I think that the interest in private health insurance has increa-
sed with Covid-19” (p=0.027 p<0.05).

4.3.2.2. ANOVA Test

The results of the ANOVA test applied to the data obtained from the study are explained in detail 
below.

4.3.2.2.1. Education

The results of the ANOVA test, which reveals the relationship between the statements about the edu-
cational status of the respondents, are shown in Table 6.

Table 6
Education & ANOVA
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According to the table, the educational status of the participants, “I have knowledge about private 
insurance” (p=0.000 p<0.05), “I do not trust private insurance companies” (p=0.022 p<0.05), “I have 
knowledge about private health insurance” (p= 0.001 p<0.05), “I know in which cases private health 
insurance will pay compensation” (p=0.044 p<0.05), “I know when private health insurance will not 
pay compensation” (p=0.018 p<0.05), “Private health insurances are complementary to the social 
security system” (p=0.026 p<0.05), “Private health insurances also provide services not covered by 
social insurance (such as the payment of unpaid medication)” (p=0.039 p<0.05), “I am considering 
getting private health insurance” (p=0.003 p<0.05), “I would recommend getting private health insu-
rance to others” (p=0.000 p<0.05), “My interest in private health insurance increased with Covid-19” 
( p=0.000 p<0.05), “I think that the interest in private health insurance has increased with Covid-19 
in society” (p=0.000 p<0.05) and “Private health insurance premiums of Covid-19 A significant diffe-
rence was found between the expressions “I think it increases the blood pressure” (p=0.024 p<0.05).
The participants who agreed with the statements “I know about private health insurances” and “Pri-
vate health insurances also offer services not covered by social insurance (such as payment of unpaid 
medicine)” are people with doctoral degrees. “I know in which cases private health insurance will pay 
compensation”, “I know in which cases private health insurance will not pay compensation”, “Priva-
te health insurances are complementary to the social security system”, “I am considering taking out 
private health insurance”, “I recommend private health insurance to others”, It has been determined 
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that those with associate degree degrees are the most agreeing with the statements “My interest in 
private health insurance has increased with Covid-19” and, “I think that the interest in private health 
insurance has increased with Covid-19 in society”. The statements “I have knowledge about private 
insurance” and “I do not trust private insurance companies” were mostly attended by people at the 
master’s level. The statement “I think that Covid-19 increased private health insurance premiums” 
was attended by people with primary and secondary education levels.

4.3.2.2.2. Age

The results of the ANOVA test, which reveals the relationship between the statements about the age 
of the respondents, are shown in Table 7.

Table 7
Age & ANOVA



International Journal of Insurance and FinanceŞAHİN and UYAR 51

According to table 7, with the age of the participants, “I have information about private insurances” 
(p=0.000 p<0.05), “I have information about private health insurances” (p=0.000 p<0.05), “I know 
in which cases private health insurance will pay compensation” (p=0.001 p<0.05), “I know in which 
cases private health insurance will not pay compensation” (p=0.002 p<0.05), “I know which services 
I buy/will receive with private health insurance” (p=0.001 p <0.05), “The premium I will pay to the 
private health insurance; I think it will remain high compared to the service I will receive” (p=0.036 
p<0.05), “I am considering taking out private health insurance” (p=0.008 p<0.05), “My interest in 
private health insurance has increased with Covid-19” (p =0.039 p<0.05), and “I think Covid-19 inc-
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reased private health insurance premiums” (p=0.017 p<0.05).
While the people between the ages of 21-35 mostly agree with the statement “I am thinking of 

getting a private health insurance”, the participants who agree with the statements “I have informati-
on about private insurance” and “I know under what circumstances private health insurance will pay 
compensation” are in the age range of 36-50.

 “I know in which cases private health insurance will not pay compensation”, “I know which servi-
ces I have purchased/will receive with private health insurance”, “The premium I will pay to private 
health insurance; I think it will remain high compared to the service I will receive” and “The premi-
um I will pay to private health insurance; I think it will remain high compared to the service I will 
receive” are the expressions that people between the ages of 51-64 mostly agree with. People aged 
65 and over mostly agree with the statements “I think Covid-19 increased private health insurance 
premiums” and “I think Covid-19 has increased private health insurance premiums”.

4.3.2.2.3. Profession

The results of the ANOVA test, which reveals the relationship between the statements about the pro-
fessions of the respondents, are shown in Table 8.

Table 8
Profession & ANOVA
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According to the table, by professions of the participants, “I know about private insurance” (p=0.000 
p<0.05), “I do not trust private insurance companies” (p=0.011 p<0.05), “I know about private health 
insurance” (p=0.001 p<0.05), “I know which services I buy/will buy with private health insurance” 
(p=0.031 p<0.05), “I would consider getting private health insurance if my income increases” (p=0.048 
p<0.05 ), my interest in private health insurance has increased with Covid-19” (p=0.008 p<0.05) and 
“I think that the interest in private health insurance has increased with Covid-19” (p=0.006 p<0.05) 
significant difference was found.

While those who work in the public sector mostly agree with the statements “I have information 
about private insurance” and “I have information about private health insurance”,more private-sector 
employees agree with the statements “I don’t trust private insurance companies” and “I would con-
sider getting private health insurance if my income increases”. Self-employed workers mostly agree 
with the statement “I know which services I have purchased/will receive with private health insuran-
ce”. The statements most agreed with by the students are “My interest in private health insurance has 
increased with Covid-19” and “I think that the interest in private health insurance has increased in 
society with Covid-19”.

4.3.2.2.4. Who do you live with in your home?

“Who Do You Live With At Home?” The results of the ANOVA test, which reveals the relationship 
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between the questions and the statements, are shown in Table 9.
 
Table 9
Who Do You Live With At Home? & ANOVA
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As can be seen from table 9, the participants’ question “Who do you live with at home” was answered 
by “I have information about private insurance” (p=0.000 p<0.05), “I have information about private 
health insurance” (p=0.000 p<0.05), A significant difference was found between the statements “I do 
not receive service from private health institutions” (p=0.021 p<0.05) and “I think that the interest in 
private health insurance has increased in society with Covid-19” (p=0.015 p<0.05).
While those who live alone mostly agree with the statement “I know about private insurance”; Those 
who live with their spouses mostly agree with the statement “I have information about private health 
insurance”. Those who say that they live with my spouse, children, mother, and/or father mostly agree 
with the statement “I do not receive service from private health institutions”. Finally, those who live 
with their siblings at home think that the interest in private health insurance in society has increased 
with Covid-19.

4.3.2.2.5. Where did you receive the treatment?

“Where did you receive the treatment?” The results of the ANOVA test, which reveals the relationship 
between the questions and the statements, are shown in Table 10.
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Tablo 10
“Where did you receive the treatment?” & ANOVA

According to the table; The participants’ question “Where did you get the treatment?”, “I know pri-
vate insurance” (p=0.047 p<0.05), “I would recommend getting private health insurance to others” 
(p=0.000 p<0.05), “Covid-19’ There was a significant difference between the statements, “I think I 
took the necessary precautions against the disease” (p=0.034 p<0.05).

While those who received hospitalization at least agree with the statement “I know about private 
insurance”; Those who receive outpatient treatment at least in the hospital agree with the question “I 
would recommend to others to take out private health insurance” and those who receive at least home 
treatment to the statement “I think I have taken the necessary precautions against Covid-19”.

4.3.2.2.6. How severe was your illness? 

“How severely did you have the disease?” The results of the ANOVA test revealing the relationship 
between the questions and the statements are shown in Table 11.
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Table 11
“How severe was your illness?” & ANOVA

According to table 10, the participants’ question “How severely did you have the disease” was answe-
red by “I know which services I have purchased/will receive with private health insurance” (p=0.042 
p<0.05), “I am satisfied with the additional coverage provided/will be offered by my private health 
insurance” (p=0.042) p<0.05), “The premium I will pay to the private health insurance; A significant 
difference was found between the statements “I think it will be higher than the service I will receive” 
(p=0.008 p<0.05).

While those with severe illness least agreed with the statements “I know which services I have/will 
purchase with private health insurance” and “I am satisfied with the additional coverage provided/
will be offered by my private health insurance”, “The premium I will pay for private health insurance; 
Those who did not have the disease agree least with the statement “I think it will be higher than the 
service I will receive”.

4.3.2.2.7. “How many people near you have had COVID19?” 

“How many people are near you with Covid19?” The results of the ANOVA test, which reveals the 
relationship between the questions and the statements, are shown in Table 12.
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Table 12
“How many people are near you with Covid19?” & ANOVA

“How many people are near you with Covid19?” A significant difference was found between the qu-
estions “I think that enough information is given in the media about private health insurance to enligh-
ten the public” (p=0.048 p<0.05) and “I am considering getting private health insurance” (p=0.029 
p<0.05). has been done.

5. RESULT

The Covid-19 epidemic, which influenced the whole world since 2019, has affected our lives and bro-
ught changes in all areas of our lives. Especially remote working and distance education are among 
the most important of these effects. During the pandemic, many people have been infected with the 
virus. While some of those infected with the virus recovered at home, some were treated in hospital, 
some remained in intensive care, and some, unfortunately, lost their lives. Treatments in the hospital 
have created serious costs for individuals.

As it is known, health insurance is the first thing that comes to mind in cases of illness and disa-
bility. During the epidemic, the public or additional private health insurance were adopted making 
individuals feel somewhat comfortable. The inclusion of payments made to hospitals in the treatment 
of pandemics within the scope of the policy has increased the demand for health insurance. For this 
reason, private health insurance has become a preferred instrument in the relevant period.

The following evaluations can be made from the findings obtained from this research:
• Participants generally see Covid-19 as a serious health problem. Private health insurance is not 

very common among participants. If there is an increase in their budget, the participants are positive 
about taking out private health insurance. Accordingly, the most important reason for choosing priva-
te health insurance is the financial situation.

• Younger populations are more likely to consider taking out private health insurance. The reason 
for this is thought to be that the young population has more information about private health insuran-
ce.

• A significant difference was found between the sentences given as expressions in the research and 
the participants’ gender, marital status, whether they have chronic illnesses, whether there is a chronic 
illness when they live together at home, whether they have Covid-19, whether someone close to them 
has Covid-19, and whether they have private health insurance.
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• In the context of the Anova test results, with the sentences given in the research, the educational 
status of the respondents, their age, profession, people they live with at home, the place where those 
who contracted Covid-19 were treated, the level of severe illness of those who contracted Covid-19, 
and the level of their relatives with Covid-19 A significant difference was found between the number 
of people who had

The results obtained from the study will guide those who are interested in health insurance and 
insurance companies. This study was conducted on a limited sample. Questionnaires can be applied 
to more sample groups in future studies. Since the pandemic process continues, healthier results can 
be obtained from similar studies to be carried out in the coming years.
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Abstract
The COVID-19 pandemic, which has affected both 
human and economic life since the first half of 
2020, has significantly affected the insurance sector 
as well as many sectors in the economy. The im-
pact of this change on the insurance industry has 
not yet been clarified. In the limited literature, there 
are claims that this situation may have different con-
sequences on the insurance sector in the short and 
long term. For this reason, this study measures the 
economic effects of the COVID-19 pandemic on the 
insurance industry.
In this study, which investigated whether the eco-
nomic effects of the COVID-19 pandemic on the 
insurance sector cause different results in the short 
and long term, it was determined that there exists 
an asymmetric linkage running from COVID-19 
pandemic to the performance of the insurance sec-
tor. On the other hand, an increase in the number of 
cases would not affect the insurance sector neither 
positive nor negative. Furthermore, findings de-
monstrate that the COVID-19 pandemic caused sig-
nificant effects only in the short and medium term 
by using advanced causality analysis methods.
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1. INTRODUCTION

When the historical development of the insurance sector is examined, it can be said that it is generally 
associated with economic growth, that is, the development in the insurance system interacts with 
economic development. In this context, the contraction and expansion periods in the economy and in 
the insurance sector are directly and indirectly related to each other.

It can be said that the impact of the COVID-19 pandemic, which affects the whole world in socio-
economic terms, on the insurance sector is due to both its specific effects on the insurance sector and 
its economic effects. For this reason, the measurement of the impact of the COVID-19 pandemic on 
the insurance sector has a certain importance, both in terms of sectoral and economic outputs.

According to Uniyal (2021), the COVID-19 pandemic has had significant effects on the insurance 
industry all over the world. The sector has been subject to new working rules and changing regulati-
ons with digital initiatives, and regulations have been made to reduce costs while reducing profits. At 
the same time, it is aimed to increase performance by increasing efficiency. The pandemic has also 
caused a shift/change in customer preferences. Indirectly, the insurance system has also been affected 
by the course of the economy. On the other hand, while the pandemic caused an increase in compen-
sation claims in certain sectors, the digital economy offered promising opportunities for the growth of 
the sector in the post-pandemic period. Therefore, determining the net effect is not easy.

Uniyal (2021) divides the effects of the pandemic on the insurance sector into two as direct and 
indirect. First of all, the pandemic has had a negative impact on health, travel and accommodation. 
This effect is obvious. New measures need to be taken for insurance activities in these sectors. On the 
other hand, demand for health insurance is expected to increase after the pandemic. Some companies 
have added new questions to the questionnaires asked during the policy process for health insurance, 
and some are planning to lower the upper limit for health insurance.

The pandemic caused the cancellation or postponement of many global events, and although the 
industrial sector was relatively less affected by this situation, the losses exceeded hundreds of milli-
ons of US dollars. The pandemic has also directly affected the cyber security part of the industry. The 
growth in the dimensions of the digital economy has also caused the cyber insurance sector to show 
a strong growth performance.

Losses are expected to increase due to disruptions in the supply chain, payment delays and bank-
ruptcies during the pandemic process. However, due to the nature of increasing risks and threats, 
losses in the insurance sector are also expected to increase. Because, with the increase in claims over 
commercial credit insurances, it is certain that there will be deterioration in the basic indicators such 
as the profitability of the sector.

Finally, it is possible to say that the pandemic has a direct impact on the liquidity of insurance 
companies. For example, some institutions, such as the Australian Prudential Regulatory Board, have 
taken initiatives to accelerate the demands for early access to pension funds for individuals adversely 
affected by the COVID-19 pandemic. This situation causes insurance companies to review their liqu-
idity status and reserves (Uniyal, 2021).

When the indirect effects of the pandemic on the sector are examined, the change in customer be-
haviors and preferences is striking. Online sales and insurance processes have started to be demanded 
by customers in the post-pandemic period. On the other hand, the increase in unemployment rates 
changed the spending priorities of the insurance customers. In this case, the amount that individuals 
plan to make for different types of insurance also decreased.

The pandemic period, which caused a decrease in the distances traveled due to mobility restricti-
ons, also caused a decrease in vehicle sales. All of these have led to a decrease in claim inquiries after 
an accident and a decrease in loss rates in vehicle insurance. This can be seen as the positive effect of 
the pandemic on the insurance sector.

Finally, it is possible to talk about the negativities in the sub-sectors related to commercial insu-
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rance. For example, air transport and maritime transport have been affected by reduced travel, while 
other sectors such as energy and construction have also decreased in the volume of the insurance 
sector due to low economic activity, labor restrictions and mobility restrictions. Therefore, there has 
been a decrease in the income and profitability rates in the sub-sectors.

The insurance sector in Turkey was also affected by the pandemic conditions. According to Me-
ral (2021), business interruption, receivables and unemployment insurance stand out as sub-sectors 
where catastrophic damages may occur due to the pandemic. The share of these products in the total 
insurance sector in Turkey is low, and therefore, the risks arising from the pandemic have been limi-
ted. The biggest threat for the Turkish insurance sector is the weakening in consumer demand that 
may occur after the slowdown in economic activity (Meral, 2021: 444).

In the light of statistics published by the Insurance Association of Turkey, we evaluate performan-
ce of the insurance sector in Turkey through years 2019 and 2020. According to the results, it is seen 
that performance of the life and non-life insurance sectors are very different. Accordingly, the sector’s 
premium production grew by around 4% in real terms, while life insurance grew by 10% and  non-life 
by 2.7%. In terms of profitability, it can be said that although there is an increase in the operating pro-
fitability of the sector, it is at a lower level compared to previous years. Looking at the determinants 
of profitability, it can be said that the non-life insurance sector is successful in terms of profitability.

Similarly, when the insurance sector is evaluated in terms of sales methods, it is possible to say 
that traditional sales methods are still valid in the non-life sector and almost 99% of sales are made 
through traditional sales methods. In life insurance, it is seen in the statistics published by the Insu-
rance Association of Turkey that traditional marketing methods had a share of 94.6% as of 2016, and 
by 2020, sales through e-commerce were realized with a share exceeding 12%.

In the light of all these explanations, it is seen that it is very difficult to express clearly how the 
insurance sector was ultimately affected by the COVID-19 pandemic. Therefore, empirical analysis 
is needed. Because, seeing the net effect of the pandemic on the insurance sector, it is likely that it 
will be a guide for both sector players and policy makers who design policies related to the sector. 
Because the development of the sector is important for developing economies from different aspects. 
For Turkey, the insurance sector has important duties in terms of both maintaining the socio-econo-
mic balance and ensuring financial stability. For this reason, in the study, the change in the insurance 
sector during the pandemic period in the Turkish economy is tested with econometric methods. Both 
cointegration and causality tests show how the COVID-19 pandemic drives the Turkish insurance 
industry.

In the next part of the study, in order to better understand the interaction of the pandemic and the 
sector in a theoretical sense, how the subunits of the insurance sector are affected by this situation is 
briefly explained. In the third part of the study, the literature on the subject is summarized. In the fo-
urth section, empirical analysis is given, and in the last section, the results are interpreted, and policy 
proposals are included.

2. THEORETICAL INTERPRETATION OF EFFECTS OF COVID-19 PANDEMIC ON SUB-
SECTORS OF INSURANCE INDUSTRY

In this section, theoretical explanations are given about how the insurance industry is affected by the 
COVID-19 pandemic in general, and how life and other sub-insurance areas can be affected by the 
pandemic. These disclosures are summarized from the Deloitte (2020) report.

First of all, when the insurance system is examined in general, it is possible to summarize the 
results as follows. Undoubtedly, the pandemic has negatively affected new premiums in certain bu-
siness lines such as travel, event and trade credit insurance, and losses from these business lines may 
become significant. Vehicle and home insurance remained relatively stable. Because the travel rest-
rictions due to the closure led to a decrease in compensation claims for motor vehicles.

However, it is not the same in the commercial part of the insurance sector. In the perspective of the 
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continuity of commercial transactions, there has been a significant increase in claims. For this reason, 
insurers demand some conveniences from policy makers.

When the life and pension insurance sector is examined, it is seen that the spending power of con-
sumers has decreased, at least in the short term, with the effect of the COVID-19 pandemic’s decline 
in economic activity and therefore employment. Insurers responded to this situation with payment 
deductions (customers’ fees) in order to avoid possible major payment delays.

The decline in willingness to spend coupled with uncertainty has caused life insurers to prepare for 
a significantly lower volume of business during this period of uncertainty. In addition to low volume, 
increased payment delays caused a decrease in market values and interest rates. The impact of this on 
the income of life insurers has in some cases resulted in financial strain and unpleasant spending cuts.

Although there is loss of life in the society in general, from the insurance perspective, since most 
of the deceased were not covered by insurance, they did not face a large amount of life insurance 
claims. However, for other age groups, there is a risk of increased mortality from hospital or self-
isolation stress.

Finally, it is possible to conclude that there are very important differences in the world in terms of 
the global health insurance system. So, the impact of COVID-19 on health insurers is not the same. 
For example, in Ireland, the government directed private hospital services to serve COVID 19 pati-
ents, while in other countries private hospitals provided their services voluntarily. Therefore, testing 
the interaction on a country basis will lead to a more accurate result (Deloitte, 2020: 3 – 5). Because 
the depth of the insurance sector of each country is different. Moreover, the role that each country 
imposes on the insurance sector and the demand for products may differ.

3. LITERATURE SURVEY

The number of studies investigating the economic effects of COVID-19 pandemic in the literature is 
increasing very rapidly. When we take a look at the related literature, it is possible to conclude that 
initial studies are written at the end of the 90’s, but they are related to different kinds of pandemics 
such as AIDS, SARS etc. (Bloom and Mahal, 1997; Loh et al., 2006; Chen et al., 2009; Chen et al., 
2018; Edu – Afful, 2019).

Studies related to COVID-19 pandemics focus on different dimensions of economics. Several 
studies take stock exchange indices into account. On the other hand, initial studies analyze the case 
by employing macroeconomic indicators such as unemployment and gross domestic product. One 
of them belongs to Luo and Tsang (2020). They analyze Chinese and global economic conditions. 
According to the authors, output loss in China will be 4% and hence global output would lose around 
1% due to supply chain connection.

Kılıç (2020) examined the impact of the pandemic on the economy through the change in Borsa 
Istanbul. The author tested the movements of eight different indices in the stock market through desc-
riptive statistics, and investigated which index moved positively or negatively, and which index was 
more volatile. According to the results of the study, it was found that the tourism and textile sectors 
were the sectors most negatively affected by the pandemic, and the trade sector was the most positi-
vely affected sector. The insurance sector, on the other hand, is positively affected by the pandemic 
but the level of effect is very low.

Çetin (2020) tested how the economic activities and the stock market behaved on March 23 - April 
24, 2020, period. The curfew and social distance practices in this period affected the economic acti-
vity by -0.7 units, on the other hand, there was no negative effect on the stock market index. Evidence 
has been obtained that international travel practices affect the stock market index by -0.058 units.

Şenol and Zeren (2020) aimed to test the effect of the pandemic on the economy through stock 
markets. The stock market indices of both developing and European and G-7 countries, they used. As 
a result of their studies, there is a long run relation between stock market performances and pande-
mics in all markets.
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Şenol and Otçeken (2020) investigate possible effects of pandemics on BIST in the context of sub-
indexes. According to cointegration analysis techniques, financial and industrial indexes were mostly 
affected by pandemics in the long run.

Demirhan (2020) examined the impact of the pandemic on stock markets and CDS premiums. 
While examining the relationship between the volatility and returns in the stock market index in the 
Turkish economy in the analysis, he concluded that the epidemic affected the volatility, and this situ-
ation is also related to the mobility in CDS premiums.

As it can be seen, in the studies carried out to measure the impact of the COVID-19 pandemic 
on the economy, it has been tried to analyze the interaction through the movements of stock market 
indices in general. However, there are few studies analyzing the impact of the pandemic on the insu-
rance sector. In these studies, the impact on the sector was measured through indicators such as policy 
volume and/or the number of policies. The literature investigating pandemics and the insurance sector 
is summarized in the below.

Kılıç (2020), on the other hand, examined the progress of stock market indexes of many sectors 
through descriptive statistics, in which he considered stock market indices. One of these sectors is 
the insurance sector. The author concluded that the insurance sector was relatively unaffected by the 
pandemic. Although the author’s statistical analysis method provides very limited information, it is 
thought that using stock market indices to evaluate the course of the sector in macro terms would be 
healthier in order to see the net effect. Because, while the number of policies or the policy amount 
may be good for the relevant sub-sector, it will not represent the negativities related to trade recei-
vables insurance, for example.

Babuna et al. (2020) investigated Ghana in the context of the insurance sector - COVID-19 pan-
demics interaction. They analyze the March 2020 – June 2020 period and employ qualitative and 
quantitative interview methods. According to the results of the study, insurers should adapt to wor-
king from remote locations, train and equip staff to work under social distancing regulations, enhance 
cybersecurity protocols and simplify claims/premium processing using e-payment channels.

Richter and Wilson (2020) developed a scenario analysis in which they evaluate and summarize 
the lessons learned from the pandemic crisis by baselining actual developments against a reasonable, 
pre‐COVID‐19 scenario. Their results support the hypothesis that financial market developments do-
minate claims losses due to the demographics of pandemics (Stojkoski, et al., 2021: 224).

Wang et al. (2020) investigated the Chinese insurance sector by employing data belonging to 29 
preovidences. Panel data analysis results imply that insurance density, insurance depth and commer-
cial insurance premium income all decreased in the pandemic s time yearly, 2019, 2020 and 2021.

Acs and Karpman (2020) investigated the unemployment insurance situation in the United States. 
According to the authors, the number of claims for unemployment insurance has increased. Even 
though some workers turned to their jobs, it is still high due to COVID-19 pandemics.

Pulawska (2021) analyzed European insurance companies by investigating their financial state-
ments. According to the results, the pandemic has negatively affected the functioning of the insurance 
sector in Europea. In particular, the return on assets decreased in German and Italian insurance com-
panies during the pandemic. Furthermore, the solvency ratio decreased in the Belgian, French, and 
German insurance sectors. Conversely, the Polish insurance sector was unaffected.

Nebolsina (2021) measured the effect of COVID-19 pandemics on the economics of the United 
States. The time period covers from January 22 2020 to June 28 2020. According to panel autoregres-
sive model results, the demand for insurance services due to the COVID-19 outbreak in the United 
States can be expected to increase 2–6 times, with the total amount of the incurred costs for the eco-
nomy due to the virus ranging from 0.3 to 7 percent of the US-2019 GDP.

In the light of the explanations above, the contribution of this study is twofold. In the literature 
there are limited studies investigating effects of pandemics on various economic indicators. So it will 
contribute to the COVID-19 pandemics literature. Secondly, advanced econometric methods emplo-
yed to understand symmetries and to see differences in the short and long run relations would imply 
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robust results at the end of the study.

4. DATA AND EMPIRICAL FINDINGS

In the empirical part of the study, the relationship between the number of cases and the BIST Insu-
rance index, which is formed by the stocks of insurance companies traded in Borsa Istanbul, from 
the beginning of the COVID-19 pandemic on March 11, 2020, to the present day. In this context, the 
analysis covers the dates between 09.03.2020 and 20.02.2022. The frequency of the data used is we-
ekly. BIST Insurance data is obtained from Bloomberg data terminal. Case data from the COVID-19 
pandemic were obtained from the “Our World in Data” database published by the University of Ox-
ford and Global Change Data. While the data related to the stock market is defined as the closing data 
of the week, the case and death data are obtained from the total of the week. Graphs belonging to the 
series are presented in graphs below.

Graph 1
The Number of COVID-19 Case (Weekly)

Source: Our World in Data (Access date: 20.02.2022)
 
Graph 2
BIST Insurance Index

Source: Bloomberg (Access date: 20.02.2022)

Although the hypotheses to be used in the analyzes are not clear, the theoretical explanations are cont-
roversial about the direction and existence of the relationship. The ultimate impact of the pandemic 
on the insurance sector is related to which of the different factors drawn in the theoretical framework 
is dominant. If the dominance of losses related to commercial insurance in the non-life insurance 
segment increases, the increase in the number of cases will cause the profitability of the insurance 
companies and therefore the stock market index to decrease. On the other hand, an increase in the 
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profitability rate with the digitalization in the insurance sector and an increase in life insurance with 
the regulations made may cause a possible positive relationship between the number of cases and 
the stock market index. In the light of these explanations, the course of the pandemic may also have 
an impact on the values of the stocks of insurance companies traded in the stock market through the 
channel of forward-looking expectations in the economy.

To test the validity of all these possible explanations, the first step in the empirical analysis is the 
unit root test. Results of Augmented Dickey – Fuller unit root test developed by Dickey and Fuller 
(1981) are presented in Table 1. According to the results, the insurance variable has a unit root in its 
level value and becomes stationary when its first difference is taken. The number of cases, on the 
other hand, carries a unit in the level value in the constant term model, but does not carry a unit root 
at the 5% significance level in the constant term and trend variable model. When the first difference 
of the number of cases variable is taken, it does not carry a unit root. Therefore, it is appropriate to 
continue the analysis by taking the first differences.
 
Table 1
ADF (1981) Unit Root Test Results

Note: ***, ** and * values indicate the stationarity of the series at 1%, 5% and 10% significance 
levels, respectively.

In the second step, we employ an asymmetric causality analysis method developed by Hatemi J and 
Roca (2014). In conventional causality analysis methods, it is not possible to obtain asymmetric rela-
tions. In the case of pandemic and insurance sector development relation s, there is possible asymmet-
ric interaction. That is why it is necessary to be able to obtain asymmetries between series. Results 
are presented in table 2. According to results, there is no symmetric relation between variables. On 
the other hand, an increase in the number of cases does not affect the BIST INSURANCE index, but 
a decrease in the number of cases increases BIST INSURANCE index.

Table 2
Hatemi J-Roca (2014)Asymmetric Causality Test Results

Note: The ≠> notation indicates the null hypothesis of no causality. Values in parentheses show pro-
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bability values asymptotically. ***, ** and * values indicate causality between variables at 1%, 5% 
and 10% significance levels, respectively. Bootstrap count is 10,000. The optimal lag length obtained 
from the vector autoregression model was chosen as 3.

In the next step, frequency domain causality test is employed. According to results presented in 
table 3, causality relation running from number of cases to BIST INSURANCE index exists in the 
short and medium run. That means causation linkage disappears in the long run.
 
Table 3
Breitung and Candelon’s (2006) Frequency Domain Causality Test Results

Note: The table value of F with degrees of freedom (2.N-2p) is 4.835, 3.092, and 2.359 for approxi-
mately 1%, 5%, and 10%, respectively. 0 and π.ω ∈ (0,π) for each frequency domain (  ) in between. 
. ***, **, and * denote statistical significance at the 1%, 5% and 10% level of significance, respec-
tively.

In the last step, we investigate the exact timeline of causality by employing the Rolling Windows 
causality analysis method developed by Balcılar et al. (2010). According to results, causation linkage 
occurs on March 19th 2021 – April 14th 2021 and June 25th 2021 – August 13th 2021 periods.

Graph 3
Balcılar et al. (2010) Rolling Windows Causality Analysis Test Results

5. CONCLUSION

In this study, we aim to investigate possible relation between pandemics and insurance sector perfor-
mance via empirical tests to see whether COVID-19 pandemics affect the insurance sector negatively, 
or not. To do so, we employ stock market performance of insurance companies via BIST INSURAN-
CE index and pandemics via daily number of cases in Turkey. We investigate the relation by the 
beginning of pandemics in the second week of March 2020 till the second week of February 2022.
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Results imply that there is an asymmetric relation running from pandemics to insurance sector 
performance, a reduction in the number of cases would accelerate insurance sector performance in 
the stock exchange market. On the other hand, an increase in the number of cases would not affect 
the insurance sector neither positive nor negative. Moreover, causal relation appears only in short 
and medium run. It disappears in the longer period. Lastly, causation linkage from pandemics to the 
insurance sector occurs on March 19th 2021 – April 14th 2021 and June 25th 2021 – August 13th 
2021 periods.

Empirical findings imply that the effect of pandemics in the insurance sector of the Turkish eco-
nomy is less than expected. At least, its net effect on the sector is not negative. It is found that the sole 
effect of pandemics is in the case of decrease of the number of cases via expectations channel. Periods 
where causation linkage appears are spring and summer times in which the number of cases decreases 
relatively. So, it might give courage to have new businesses such as buying new cars, expanding trade 
and buying new policies for health and/or life. In this regard, it is not necessarily important for the 
insurance sector to get help from governmental policies.

When we compare results with the existing literature, it is possible to conclude that the impact 
of the insurance sector in Turkey to pandemics is not simple. Studies in the existing literature imply 
the negative effect of pandemics on the insurance sector in different economies. But they analyze the 
relation quantitatively, but analysis methods are not complicated. This paper reveals asymmetries in 
interaction between variables. Moreover, relationships disappear in the long run. Although existing 
studies did not take time frequency into account, this study might be one of the initial studies conclu-
ding that the insurance sector would keep up with pandemic conditions.
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Abstract
Insurance provides risk management by providing 
compensation for potential losses of people. The 
insurance sector, which is an important part of the 
financial sector, can have a positive impact on eco-
nomic growth. This effect is mainly due to the re-
liability and stability of the insurance, the private 
savings, and the resource-increasing feature of the 
financial sector. In recent years, it has been given 
importance to investigate the relationship between 
insurance and economic growth. In Turkey, which 
has a significant potential in terms of economic 
growth, there is a limited study on the relationship 
between insurance and growth, since the insurance 
activities have just started to widen. Accordingly, 
the aim of this study is to fill in this gap and exp-
lore this relation between the insurance sector and 
economic growth for Turkey. For this purpose, by 
applying annual data between 1983-2020, the rela-
tionship between insurance premiums, penetration 
rate and economic growth in Turkey is analyzed by 
Pesaran et al. (2001) ARDL method. The Bound test 
results show that there is a long-term relationship 
among the variables. According to the ARDL re-
sult, while a significant relationship was measured 
between the total insurance premium and economic 
growth in the long run, no significant relationship 
was found between the penetration rate and econo-
mic growth.
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1. INTRODUCTION

Insurance activities create a sphere of effect in various ways in maintaining and sustaining economic 
development. The primary field of effect emerges with the reduction of economic losses in risky as-
sets. Insurance services provide economic stability by compensating the losses which may be caused 
by the events which bear a risk factor. Therefore, insurance systems play an essential role in providing 
protection for the country’s wealth (Hussein and Alam, 2019:356). Efficient utilization of the sources 
is of great significance in terms of economic sustainability. The second is, the insurance sector has 
the potential of transferring accumulated sources from various sectors and contributing to economic 
growth (Musurmanovich, 2020:512). Prevalence of insurance activities has a positive effect on eco-
nomic growth by increasing the amount of savings. The increase in savings creates a source providing 
potential for investments. The third positive effect is that the increase in economic efficiency results 
in a significant increase in employment. When these effects are taken into consideration, it becomes 
obvious that the insurance sector is one of the supplementary elements of the real economy. For this 
reason, insurance activities are becoming more widespread. The share of the insurance sector varies 
according to economic conditions (Figure1). More premium production is made during expansion 
periods when economic conditions are good. On the other hand, negative economic development 
creates a disadvantage for the insurance sector. 

Figure 1
Direct premium production real increase (World, %)

Source: KPMG, 2021:4.
 
As of the end of 2019, the total premium production is 6.3 trillion USD. Global premium production 
grew by 2.9% in real terms in 2019 (KPMG, 2021:4). Trade tensions between the USA and China, the 
weak performance of the Eurozone and uncertainties regarding Brexit have led to the relatively slow 
growth of the global economy. In addition, due to macroeconomic imbalances in developing countri-
es, decreased investments due to tight credit policies in China, monetary normalization in developed 
countries and declining global demand, world growth in 2019 was at the weakest level observed after 
the 2008 global financial crisis (TSB, 2020a:10). The negative impact of the sectors from the Co-
vid-19 epidemic caused a serious contraction in policy production. The technological breakthrough 
process of the sector has turned into a necessity with the effect of the epidemic. While struggling with 
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the negativities that occur, companies have made an effort to keep up with the increasing competition 
and changing customer preferences (KPMG, 2021:4). The technology-oriented development of the 
insurance sector will become widespread in the coming years.

International insurance markets have a high degree of heterogeneity because of the diversity of 
damage making events and the activities that may affect them. Every single insurance market is 
characterized by the dominance of certain insurance categories such as presence of different insu-
rance and reinsurance intermediaries, norms and special rules, different coverage, and exclusions. In 
developed countries, the insurance sector is pretty much developed, too. In terms of accumulating 
total insurance premium, the USA and European countries take the lead (Cristea et. al., 2014:228). 
On the other hand, the ratio of the accumulated insurance premium in developing countries is rather 
low (Outreville, 1990:487). When the development of the insurance sector in Turkey is taken into 
consideration, excluding the obligatory insurance applications, it can be seen that the amount of pre-
mium is at a real low level. The slow development of the insurance sector can stem from the lack of 
insurance awareness, insufficient savings, and cultural factors (Yenisu, 2019:207). This difference is 
clearly seen in figure 2.
 
Figure 2
Direct Premium Market Shares, 2019

Source: KPMG, 2021:6.

The United States ranks first among countries in terms of market share. The total market share of the 
top ten countries in the world is around 80%. Although rising unemployment and falling household 
incomes in 2020 due to Covid-19 will significantly reduce premiums produced in the life insurance 
branch, this outlook is not expected to change in the short term. On the basis of countries, Turkey 
ranks 39th with a market share of 0.2%. The key to the strong long-term potential in the insurance in-
dustry; is due to the increase in disposable income levels in developing economies (KPMG, 2021:6).
When the potential in economic growth is considered, the significance of insurance activities stands 
out even further (Kugler and Ofoghi, 2005:1). There is a common consensus that it constitutes an 
important factor for growth in both management of risk factors and the accumulation of savings. In 
this study, the relationship between insurance and economic growth in Turkey is evaluated. In the 
first part, the relationship between insurance and economic growth is studied. In the second and third 
parts, literature studies and econometric analysis are included. 
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2. THE INSURANCE AND GROWTH CHANNEL

Social and economic life involves risks. Human beings tend to take precautions to avoid losses. Ho-
wever, taking extreme measures to avoid risk will cause significant economic loss too. Especially, 
the absence of risk transferring institutions such as insurance companies, stock market and banks, 
will reduce the volume of economic activity. The orthodox perspective of insurance sees insurance 
activities as an important medium for risk transfer, compensation, and brokerage (Din et. al., 2017:2). 
In general terms, insurance types are classified as life insurance, non-life insurance and reinsurance. 
While life insurance stands for long term funds, non-life insurance represents short term funds. On 
the other hand, reinsurance can be defined as insuring insurance companies for loss (Mall, 2018:85). 
The insurance sector is an important part of the financial sector which contributes to the growth 
of national economies. Many economic benefits are achieved by insurance activities. With a well-
functioning insurance market, financial stability, increase in trade volume, effective management of 
risk, utilization of savings and effective allocation of capital are maintained. Furthermore, insurance 
activities can compensate or complement the social security systems of states (Skipper, 2001). The 
existence of a well-functioning insurance system is an important element which maintains efficient 
use of sources. Therefore, the existence of insurance activities will provide a significant advantage in 
terms of increasing the general welfare level and ensuring its continuity (Din et. al., 2017:2).

The relationship between insurance and the real sector leads us to take a closer look at it. Increases 
in insurance activities in an economy reduce the probability of uncertainty and volatility. Within the 
scope of insurance activities, protection is provided against financial losses that may stem from na-
tural disasters, accidents, and criminal activity. Thanks to the indemnity, the activities of purchasing, 
holding, and selling of products and services increase. Insurance provides coverage against threats 
arising from the business activities of companies such as debts, equipment failure, shipping risks and 
more. Besides, different types of insurance provide incentives for the individuals who are hesitant to 
make investments. In this respect, insurance plays a significant role in reducing the various effects of 
a crisis which can be experienced by many economies (Haiss and Sümegi, 2008). Insurance system 
is part of the financial system, and it decreases asymmetric information and thus, moral hazard and 
adverse selection problems and then, increases efficiency in the financial system.

On the other hand, insurance activities create employment increasing effects directly and indi-
rectly. Insurance activities result in a significant amount of fund accumulation. Utilization of the ac-
cumulated funds in the real sector increases the number of investments. Increased investments make 
the production stronger and increase the labor demand. Similarly, the labor demand of insurance 
companies results in a direct increase in employment. With the widespread insurance activities, new 
jobs will be created for a lot of people in the insurance businesses (Orhaner, 2013:44).

3. REVIEW OF THE EMPIRICAL LITERATURE

In the literature, there are many studies which evaluate the indicators of economic growth. However, 
the number of studies which take the relationship between insurance sector and economic growth 
under scope is so few. Fortunately, the number of such studies is increasing. One of the pioneering 
studies, which focus on the effects of the insurance sector on economic growth, belongs to Outreville 
(1990). In his study, Outreville (1990) analyzed insurance premiums, financial and economic growth 
of 55 developing countries. In this study, Outreville (1990) emphasized the significance of financial 
development in accordance with empirical outcomes. He stated that the supply sources in the insuran-
ce markets of developing countries should be watched carefully. When the share of the total premium 
is taken into consideration, the economic value of the sector is still insignificant, he says. Another 
study about the topic belongs to Ward and Zurbruegg (2000). In their study, Ward and Zurbruegg 
(2000) analyzed the short and long run relationship between economic growth and development of 
the insurance sector of 9 OECD countries for the years between 1961 and 1996. The results of the 
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analysis showed that the development of the insurance business contributed to the economic growth 
of some countries. Results showed that the relationship between these two variables is an indicator 
of a different factor among countries. In addition, he also stated that country specific factors affect 
the growth of the insurance market. In another study, Haiss and Sümegi (2008) analyzed the effect of 
insurance investments and premiums on GDP growth for 29 European countries during the 1992 – 
2005 period. Life insurance was proven to have a positive effect on the growth of the EU-15 countries 
such as Switzerland, Norway and Iceland. The liability insurance was also proven to have a bigger 
effect with the Middle and East European EU member countries. It emphasized the contribution of 
the insurance companies to the economy, the expansion of investments, the increase in the market 
volume and better efficiency of the market can be provided. It was also stated that the insurance sector 
is important for economic growth as it provides saving and investment channels as well as maintai-
ning risk transfer. Arena (2008) studied the causal relationship between insurance activity (life insu-
rance and non-life insurance) and economic growth in both developed and developing countries. He 
analyzed 55 countries for a period of 28 years (1976 – 2004). The results showed that life insurance 
and non-life insurance policies and economic growth have a positive causality relationship. In their 
study which covers the data of 20 countries for the years 2006 – 2015, Din et. al. (2017) discovered 
a positive relationship between life insurance and economic growth for developed countries. They 
determined that the relationship between non-life insurance and growth is significant for developing 
countries, while there is a significant relationship in developing countries only when insurance den-
sity is taken into consideration. They also emphasized that non-life insurance is of significance for 
developing countries when they are compared to developed countries. Using the annual data of The 
European Union countries which are affiliated to the European Insurance Federation for the period 
2004 – 2015, Peleckienė et. al. (2019) investigated the relationship between insurance and economic 
growth. The study provided several significant results. One of the results shows that the development 
of the insurance sector is so strong in countries like England, Denmark, Finland, Ireland, France, 
and the Netherlands. A positive correlation between insurance use and economic development was 
discovered for Finland, Luxemburg, Denmark, and Netherlands. On the other hand, negative corre-
lation was discovered with Austria, Belgium, Malta, Estonia, and Slovakia. According to the results 
of Granger test, while one way causality from GDP to insurance was observed in Luxemburg and 
Finland, Netherlands, Malta, and Estonia had a one-way causal relationship from insurance to GDP. 
The test also showed that there was bidirectional causality for Austria while Slovakia had no causa-
lity. Bayar et. al. (2021) studied the relationship between insurance sector development and economic 
growth of 14 middle and east European countries (CEE) for the period 1998 – 2016. The findings are 
as follows. Neither for the group of countries nor for the individual countries, no positive effect of 
life insurance could be seen for economic growth. On the other hand, non-life insurance was found to 
have a positive effect over economic growth. Dumitrescu and Hurlin causality test showed a one-way 
causality relationship from economic growth to life insurance and non-life insurance. 

There are also studies analyzing the relationship between economic growth and the insurance sec-
tor for single country cases. Ching et al. (2010) analyzed the relationship between life insurance and 
economic growth for the period 1997:Q1 – 2008:Q2 in Malaysia. They used the total assets of the life 
insurance sector as an indicator for life insurance. They found the multiple cointegration relationship 
among the total assets of the life insurance sector and real GDP. Furthermore, they also showed a cau-
sal relationship between real GDP and the total assets of the life insurance sector. Horng et al. (2012) 
analyzed the relationship between insurance claim, financial development, and economic growth in 
Taiwan between 1961 and 2006. He found that there is causality from economic growth to insurance 
demand, from financial development to economic growth in the short run. Hussein and Alam (2019), 
who studied the role of the insurance sector in the Oman economy with the data of 2008 – 2017, fo-
und a positive relationship between growth and the insurance sector. Yenisu (2019) found a negative 
short term relationship between the insurance premium and economic growth for the period 2010:Q1 
– 2018:Q4 in Turkey. In the studies conducted for Turkey, it has been determined that the sectoral 
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dimension of insurance is generally examined. For this reason, studies that relate insurance sector 
indicators and economic factors are important. The aim of this study is to contribute by investigating 
the relationship between the insurance sector and economic growth in Turkey.

4. ECONOMETRICS PRACTICE

This study analyzes the relationship between economic growth and the insurance sector utilizing 
annual data of the period 1983 – 2020. The limitation of this study is that 27 samples were used due 
to lack of data availability due to data being only available annually. Jenkins and Quintana-Ascencio 
(2020) recommend that minimum sample size should be higher than 25, with more variance so that 
the regression assumptions are met. Nevertheless, we can expect a slight bias in the results of this reg-
ression analysis since the generally accepted minimum sample size should be 30. The data was taken 
from OECD and World Bank databases. In the model, economic growth            is used as dependent 
variable, and total insurance premium           and insurance penetration            which is the ratio of 
insurance premiums to GDP, are used as independent variables. The insurance premium variable was 
included in the analysis after logarithmic transformation. In the model used in the analysis, the work 
of Okonkwo and Eche (2019) is utilized. The pattern used in the analysis is given in equation 1. 

For the sake of avoiding spurious regression problems in regression analysis, unit root tests should 
be performed. The stationarity of the series is analyzed through the Augmented Dickey Fuller (ADF) 
(1981) unit root test. Unit root test results are given in table 1. 

Table 1
ADF Unit Root Test 

    *** indicates stationarity at the significance level of 1%

According to the unit root test results, the growth variable is stationary I(0), and insurance premium 
and penetration variables are unit root I(1). ARDL bound test (Pesaran et. al., 2001) can be applied in 
case of stationary I(0) and I(1) series with unit root. It determines the existence of a long-term relati-
onship between the variables and the bound test. Bound test results are given in table 2. 

(1)
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Table 2
Bound Test Results

The F statistic (13.96059), which was calculated according to 1% significance level after the bo-
undary test, is greater than the upper limit value. This finding shows that there is a long-term rela-
tionship between economic growth and insurance premiums and insurance penetration at all levels 
of significance. ARDL (4,1) model was estimated to determine the long and short-term coefficients. 
ARDL estimation results are given in table 3. 

Table 3
ARDL (4,1) Model

    *** indicates 1% coefficient is significant respectively

The ECM coefficient (-0.900284), which is the error correction coefficient of the ARDL model given 
in Table 3, was statistically significant. This coefficient shows how many periods after the short-term 
deviations will return to the long-term equilibrium. In the pattern, a short-term deviation is expected 
to return to its former equilibrium after approximately 1.1 periods. The results of the analysis showed 
that there is a positive and significant relationship between total insurance premiums and economic 
growth in the long-term. As a result of the relationship between insurance premium and economic 
growth, Yenisu (2019) supports the result found in his analysis but does not support the result of a 
negative relationship. In this study, any significant relationship between the insurance penetration 
variable and growth was not found. The analysis results obtained are similar to the study of Okonkwo 
and Eche (2019). Diagnostic tests such as the Breusch – Godfrey LM test to check the existence of 
autocorrelation in the estimated ARDL pattern, the Breusch – Pagan – Godfrey Test to analyze the 
variable variance problem, the Ramsey reset test for pattern building errors and the Jarque – Bera 
test to analyze the normal distribution of error terms were used. Table 4 shows that the pattern does 
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not have autocorrelation (LM), changing variance (BPG) and normality (JB) issues according to the 
probability values of the diagnostic tests. With the Ramsey reset test, it was found out that there were 
not any pattern building errors. 

Table 4
Diagnostic Test Results

Brown et. al. (1975) recommended the CUSUM and CUSUMQ tests to determine the stability of the 
short and long-term coefficients in the ARDL model. In the CUSUM test, the graphics of the short-
term and long-term coefficients are provided in the confidence distance at the 5% significance level 
according to the error terms. In the CUSUMQ test, in the other hand, the graphics of the short-term 
and long-term coefficients are given at the 5% significance level according to the squares of the error 
terms. CUSUM and CUSUMQ test results showing the stability of the long and short-term coeffici-
ents are given in figure 3. 

Figure 3
CUSUM and CUSUMQ Graphics

According to the results of the CUSUM and CUSUMQ test which are shown in Figure 1, the long-
term coefficients do not exceed the 5% confidence distance. This shows that the parameters are stable 
and there is no structural break. Therefore, the probability of a structural break in the period under 
consideration is so low, thus parameter stability has been achieved. This result shows that the policies 
which are thought to be implemented will be efficient. 

5. CONCLUSION

Insurance activities have an important role in increasing economic efficiency. In addition to risk ma-
nagement and loss compensation, insurance activities have many macroeconomic benefits. Depen-
ding on the amount of the increase in savings, it constitutes an important source for increasing invest-
ments. The effect of investment increase can be directly seen in economic growth and employment. 
Insurance activities have a positive contribution to the fast recovery of economic crisis periods. When 
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all these effects are taken into consideration, insurance can be said to have a complementary role in 
the real economy, as a part of the financial sector. Therefore, developments in the insurance sector 
are considered to be important for economic growth. In this study, the relationship between economic 
growth and the insurance sector in Turkey is analyzed with the data of 1983 – 2020. The results of the 
boundary test showed that there is a long-term relationship between the variables. ARDL test results 
showed the existence of a positive significant relationship between total amount of insurance premi-
um and economic growth. Insurance premiums contribute positively to economic growth. However, 
no significant relationship was found between insurance penetration and economic growth. The fact 
that the penetration rate variable is insignificant indicates that there is no efficiency in the conversion 
of the collected premiums into savings. On the other hand, the fact that the penetration rate coefficient 
is insignificant may be due to the fact that the penetration rate in Turkey is considerably lower than 
the world average. According to TSB Strategy Report (2020b), in the last five years, the ratio of the 
insurance sector to GDP has been about 2%, and this ratio has remained low compared to penetration 
rate in the world (around 7%) and even lower than that of countries with the similar income level of 
Turkey. Therefore, the share of insurance premiums in GDP remains low. The results reveal that the 
insurance sector in Turkey is not fully functional yet. 

Şıkyazar and Meriç (2018) attributed the lack of high concentration in the insurance sector in 
Turkey to the excess of foreign companies. This situation stems from some sectoral problems such as 
lack of development of the institutional structure of insurance companies in Turkey, weak insurance 
awareness and financial insufficiency of the insurance companies. In addition to sectoral problems, 
structural factors like inflationary trends, low-capacity utilization, insufficient amount of savings and 
insufficient investment amount also have an impact over the size and efficiency of the insurance sec-
tor in Turkey (Güvel and Güvel, 2018:262). However, when the economic growth potential of Turkey 
is taken into consideration, it can be estimated that the insurance sector will perform more efficiently 
in the following years. Better efficiency of the sector can be achieved by providing institutional deve-
lopments and increasing insurance awareness via training. That’s how the insurance sector in Turkey 
will be a complementary part of the real economy. Furthermore, the insurance sector has a crucial role 
in sustaining economic growth. 

In order to maintain the contribution of the insurance sector to economic growth, an increase in the 
level of personal income, which limits the increase in the penetration rate at the macro level, must be 
ensured. Taking measures such as regulations in the insurance market, increasing insurance aware-
ness and perception, distinguishing life and non-life insurance and determining premiums according 
to structural, managerial and risks will also positively affect both the profitability of the sector and the 
economic growth (TSB, 2020b). Asymmetric methods can be used in future studies investigating the 
relationship between insurance and economic growth. In addition, separate research can be conducted 
for life and non-life insurance branches by including the branch specific factors in the model.
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