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The Takaful business represents 
innovation in the commercial system 
by introducing the Shariah concepts 
and principles on the financial and 
commercial dealings of Muslims. 
Takaful also introduces the strong 
ethical concept of cooperation and 
risk-sharing as being the fundamental 
principles of its operation and services 
offered for the greater good of society 
and the environment.  

While the Takaful industry is progressing 
and embracing the evolutionary process 
of innovation, there are pressing 
challenges. The Takaful industry 
operates within the larger universe of 
conventional insurance in which it must 
compete. The regulatory environment 
has not been entirely conducive to 
Takaful businesses and thus has pushed 
Takaful operators to taking short cuts 
and bypassing the ethical aspects of the 
business.  

In view of such a challenge, the 
evolutionary innovation in Takaful, 
particularly in terms of its products and 
services, is critical. Innovative products 
and services are vital to bring the value 
and satisfaction that Takaful is supposed 
to bring to its customers. 

For many years, the Takaful industry has 
been a laggard in innovation compared 
to its conventional counterparts. There 

have been calls for Takaful players to be 
more innovative to embrace customer 
demands and market requirements. The 
Shariah advisors, being the custodians of 
Shariah governance and compliance, are 
also expected to participate in the efforts 
and initiatives undertaken by Takaful 
operators in driving innovation in their 
products and services.  

Acknowledging the importance of 
innovation in Takaful and the role that 
Shariah advisors have to play, this article 
explores the views of 11 Shariah advisors 
on the importance of innovation in 
Takaful. The Shariah advisors represent 
seven Takaful operators, 46.6% of the 
total number of Takaful companies 
operating a Takaful business in Malaysia. 
The interviews were conducted with the 
Shariah advisors to get their views on 
innovative aspects of Takaful that need 
to be embraced by the Takaful industry.  

Takaful aspects that require 
innovation  
Shariah advisors consider Takaful to be 
100% innovative by itself. However, they 
have different opinions when it comes 
to the Takaful industry in Malaysia. 
They believe that there are segments 
of the Takaful industry that need to be 
improved in terms of innovativeness. 
Those aspects are: 

i)	 products and services 
ii)	 marketing 
iii)	pricing 
iv)	 customer service  
v)	 reputation and branding  
vi)	 distribution channel, and  
vii)	regulations. 

From the collected responses, the Shariah 
advisors considered the distribution 
channel to be the most important 
segment that requires innovations. This is 
followed by products, marketing, pricing 
and customer service. Meanwhile, the 
reputation and branding segment and 
other segments such as regulatory 
were considered to be less in need of 
innovation. This is understandable since 
Takaful is already well known to the 
public and Malaysia has comprehensive 
regulations for the Takaful industry. 

It is interesting to note that the four 
aspects of Takaful operations — product, 
marketing, pricing and customer service 
— shared an identical percentage (55% 
or six out of 11) in terms of the need 
for innovation based on the view of the 
Shariah advisors. Similarly, the Shariah 
advisors were of the opinion that both 
reputation and branding, and regulation 
are the aspects that require less attention 
in terms of the need for innovation. 
Two out of 11 (18%) Shariah advisors 
agreed that even though these aspects 

Innovation in Takaful — what do Shariah 
advisors say about it?   
Innovation is an indispensable word in Takaful. Innovation here simply means the evolutionary process that 
alleviates the status quo of the industry for the better, offering a positive way on how things are done and 
uplifting the quality of life of people in general. Takaful is innovation in the field of insurance. It brings change in 
the status quo of insurance solutions for the people who previously had no other option other than conventional 
insurance. PROF DR RUSNI HASSAN and DR SYED AHMED SALMAN write.

Chart 1: Takaful aspects that require innovation 
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are reasonably good but innovation 
will surely further improve the Takaful 
industry. The most urgently needed 
attention is in innovating the Takaful 
distribution channel. Most of the Shariah 
advisors (64%) were of the view that 
Takaful practitioners need to put extra 
efforts into enhancing the distribution 
channel to ensure the Takaful industry is 
elevated to a higher level. 

Takaful products and services 
In relation to Takaful products, 55% of 
the Shariah advisors agreed that the 
said segment needs to be improved 
and innovated. Specifically, one of 
the Shariah advisors boldly said that: 
“There have been some innovations, 
but it is not enough and still behind 
the [conventional] insurance in terms 
of products. Takaful products are 
always being first introduced by the 
[conventional] insurance then mimicked 
by Takaful.” 

It is sad to see that most of the Takaful 
products are replicates of conventional 
insurance. Hence, Takaful operators 
must understand the unique concepts 
and attributes of Takaful and match them 
with the expectations of customers or 
the public at large. Takaful has unique 
features that surpass conventional 
insurance such as the concept of 
cooperation (Taawun) and Shariah 
compliance that can be innovatively 
embedded in Takaful products and 
services. Takaful products encompass the 
universal value propositions that appeal 
to all market segments regardless of 
whether one is a Muslim or not. 

Marketing  
Six out of 11 Shariah advisors (55%) 
agreed that innovation is also needed 
to improve the marketing of Takaful 
products and services. There is still a 
tendency among customers to treat 
Takaful and conventional insurance as 
the same. The advantages of Takaful 
products are not sufficiently highlighted, 
thus making Takaful products less 
competitive compared to conventional 
insurance. Takaful operators are 
expected to play their role effectively 
in promoting the distinctive features 
of the products that they are offering 
and also to be proactively involved 
in activities that increase the Takaful 
awareness level of the public through 
their marketing measures. In addition, 

the Shariah advisors also expect not only 
Takaful operators to play such a role, but 
also expect the regulator to drive such 
awareness activities and thus enhance 
the public’s level of awareness and 
understanding of Takaful. 
Pricing and customer service 
The pricing of Takaful products 
(specifically on benefits or coverage) and 
customer services recorded the same 
percentage of 55%, with six out of 11 
Shariah advisors agreeing that the said 
segments need to be further innovated. 
The pricing of Takaful products must 
be fair and acceptable based on current 
market pricing. It is unjustified for a 
Takaful operator to charge a price that 
is higher than the market price and 
inconveniently affecting consumers. 
Consumers must be briefed on the 
product’s features and its terms and 
conditions so that they have clarity of 
mind when subscribing to the Takaful 
products.  

Customer service 
A clear understanding of the prescribed 
products and services assures customers 
that they have been treated fairly. 
Customers are important aspects of the 
Takaful business and thus they need 
to be treated in a fair and responsible 
manner. Customers should not be 
restricted and should have freedom of 
choice. These are important aspects of 
customer service that Takaful operators 
must ensure to be part of their essential 
ecosystem and must be observed at the 
highest standards. 

Reputation and branding  
Good reputation and branding of Takaful 
products and services not only provide 
a functional benefit in terms of customer 
confidence to subscribe to the products, 
but also provide emotional satisfaction 
to customers. In spite of the fact that 
conventional insurance may be able to 
satisfy Muslims’ functional benefits, it 
is not able to provide emotional benefits 
which are measured in terms of the 
spiritual desire toward Shariah compliant 
products and services. Due to this reason, 
Takaful has a competitive advantage 
in terms of satisfying the spiritual 
needs of Muslims who are conscious 
of their religious obligations. As such, 
a distinctive branding strategy that 
complies with Islamic principles must be 
innovated to bring out the outstanding 
nature of Takaful. 

Regulations 
While the Shariah advisors 
acknowledged the need for innovation in 
Takaful, they however were concerned 
about the constraint from the stringent 
regulations issued by the regulator. Some 
of the regulations are unclear, leaving 
it open for different interpretations by 
Takaful practitioners. More often than 
not, they are left in a dilemma as to 
whether to follow the regulations literally 
or innovatively embrace the regulations 
based on their respective needs. To be 
safe, most of them just assume a ‘wait 
and see’ approach. 

Distribution channel 
The distribution channel captured 
the attention of the Shariah advisors, 
particularly the agents and online 
services, with 64% of them (seven out of 
11) agreeing that the distribution channel 
needs to have innovation. Distribution 
channels are important in reaching 
customers of the Takaful industry. 
Agents are the prime distribution 
channel in both the Takaful and 
conventional insurance industries. They 
also have important roles in increasing 
the knowledge about Takaful.  

One of the Shariah advisors mentioned 
that: “As for the distribution channel, 
agent development must also be taken 
into consideration … because most of the 
TOs [Takaful operators] are subsidiary 
to their parent company which provides 
insurance products. Thus, their agents 
are promoting both products in the 
market. They need to be educated or 
trained on the features and importance of 
Takaful.” 

Takaful agents, being an essential part of 
this ecosystem, must embody their role 
as the ‘Wakeel’ and Da’i (missionaries) of 
Takaful to uphold the Takaful values to 
the highest standards. Indeed, the very 
existence of the Takaful industry lies on 
the ultimate objective of attaining the 
well-being and goodness of mankind. 
Confidence and trustworthiness must 
exist within the agents themselves 
toward the Takaful company and 
its products so that the same will be 
reciprocated by customers.  

Conclusion and 
recommendations 
In relation to the Takaful industry in 
Malaysia, Shariah advisors believed that 

Continued
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there is still a lot of potential that needs 
to be explored. One way to discover 
the potential is through innovation. 
However, there are certain segments 
of the Takaful industry that need to be 
improved, such as products, marketing, 
pricing, customer service and the 
distribution channel.  

The lack of awareness of Takaful among 
customers gives rise to many problems 
and issues. Bank Negara Malaysia needs 
to improve Takaful awareness. If the 
promotion measures are taken to the 
next level, Takaful would be known by 
the public at large. Certain parts of the 
regulatory regime in Malaysia need to 
be carefully considered such as taxation, 
corporate and Shariah governance 
and other regulatory aspects. Such 
consideration must be given to facilitate 
and enhance the progress of the Takaful 
industry.  

Additionally, Takaful practitioners 
including Shariah advisors must not 
confine their knowledge to Shariah-
related aspects only but must also ensure 
good knowledge of operational aspects 
such as underwriting and product 
development. On the other hand, Takaful 
practitioners shall not compromise their 
Shariah knowledge. The operational gap 
between Shariah advisors and Takaful 
operators should be minimized.  

The Takaful industry has been operating 
on the ‘push’ basis through promotion 
toward potential customers by their 
agents. To be more innovative, the 
Takaful industry needs be on a ‘need’ 
basis. This means Takaful is able to react 
with the current needs of their potential 
customers. Since agents and front office 
employees deal with customers directly, 
they need to be trained not only on how 
to market the products successfully, but 
also on how to convince potential clients 
as to their ethicality.  

The most important initiative must be 
taken by Takaful operators because the 
thing that has the most impact on the 
image of the company is the interaction 
that takes place between employees and 
customers. Marketing strategies used in 
the Takaful industry should aim to win 
the confidence and trust of customers by 
offering products that meet their specific 
needs and also promote the ethical code 
of conduct used in Takaful products such 
as reliability, transparency and no unfair 
or unjust activities. Therefore, it is crucial 
for management to carefully choose a 
strategy that utilizes all these elements. 
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Retail Sukuk: A worthwhile exercise?
 nance provider in the UAE recently 

 rst ever 

corporate Sukuk directed at retail investors, in a 

pioneering move that could open up a whole new 

pool of liquidity for issuers seeking to diversify their 

funding sources and widen their investor base.  4

 nance balance, creates opportunity for 

 nance The low price and high supply have turned the oil market 

into a buyer’s paradise, which in turn has created a 

paradigm shift for the wider market that is a�ecting the 

traditional forms of trade �nance – and pushing them in 

favor of the corporate buyer rather than the cash-poor 

seller.  

 5

So how are Sukuk performing so far 

this year, and how does this compare to 

previous years?

Year to date (as of the 19th  December) 

Sukuk volume for 2017 stands at US$49.17 

 ot gnidrocca ,secnaussi 421 morf noillib
data from Dealogic; while Islamic loans 

for the year have reached US$15.68 billion 

from 33 deals. 

The year has been dominated by sovereign 
 morf slaed kukuS suomrone htiw ,ecnaussi

 ooded 

the market with its debut US$9 billion 

issuance on the 12th  April and has followed 

up with regular domestic issuances that 

have been consistently and impressively 

oversubscribed. 

Prevailing subdued oil prices of US$45-

 scal 

 cits for GCC nations, which in turn 

necessitates government borrowing. This 

has led to about US$90 billion of total 

GCC capital market issuance (bonds and 

Sukuk) across all sectors (governments, 

 nancial institutions, and corporates) as of 

the 30th  September 2017, compared with 

US$54 billion of issuance over the same 

period last year, with most of the increase 

attributed to government Sukuk issuance.  

But what impact will these huge sovereigns 

have on the corporate market? At the 

moment, corporate issuance still remains 

just a fraction of total GCC bond and Sukuk 

 rst nine months 

of 2017, up from 5% during the same 

period in 2016. 

Nevertheless, the market is growing, as 

 dent on the 

back of sovereign entry. 

 nitely on the rise 

across the world for corporate and 

2017: An exceptional year for corporate Sukuk 

This year has seen the Islamic debt capital market grow from strength to strength, as the continued 

economic and geopolitical pressures push issuers towards alternative capital sources and mammoth 

sovereign issuances drive the development of brand new yield curves in a range of new markets, 

encouraging a multitude of corp

 nal issue of 2017 we take a look back at 

how the Sukuk market has performed over the past 12 months — and examine what we might expect 

for the coming year. 

continued next page…
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Buying real estate with Islamic cryptocurrency now a 

reality
 rst, individuals are now 

able to purchase properties in Dubai using 

OneGramCoin (OGC), the in
 rst 

 ed cryptocurrency, 

 ecting the growing acceptance of virtual 

currencies in the real estate market globally 

 erent regulatory treatments across 

jurisdictions.

While bitcoins have been used to purchase 

properties in California, New York and Miami in 

the US and Bali in Indonesia, this is not quite the 

reality in the UAE.  Several real estate players 

did announce plans to begin accepting bitcoins 

as payments for real estate projects in Dubai 

including Knox Group of Companies (based in 

the Isle of Man), however, these are still under 

negotiations or involve projects to be launched 

over the next few years. Knox for example, is 

pricing its planned Aston Plaza and Residence, 

valued at GBP250 million (US$332.97 million), in 

bitcoins. The Dubai venture, co-led by Scottish 

parliamentarian Baroness Michelle Mone, is 

expected to be completed in 2019. A Dubai real 

estate company, Fam Properties, in October 

began facilitating a select number of landlords 

to accept bitcoin rental payments. The company 

also revealed earlier in September that it was 

in discussions with two developers to begin 

accepting bitcoins as a method of payments for 

their projects. – page 3

Hada DBank to launch beta version in 2018

An Islamic digital banking start-up is in 

the process of securing licenses in Switzerland 

and the UK while preparing for its pre-initial 

 ering (ICO).

A casual conversation between friends 

several years ago about the impact of banking 

on society particularly after
 nancial crisis of 

2008 is now gradually culminating into a digital 

 nance principles 

and blockchain technology, known as Hada 

DBank. – page 7

Band of banks: Overcoming the curse of ‘too small to 

succeed’

Islamic banks may be viewed as too 

small to succeed as far as driving new 

 ntech innovation is concerned, but would 

Shariah banks be able to break free from the 

constraints of the lack of economies of scale 

by joining forces to act as a sing
 ed 

 ntech force?

Likely. And the industry would  nd out 

sooner rather than later with the emergence of 

 ntech consortium of 

Islamic banks anywhere in the world designed 

with the purpose of overcoming the barriers of 

cost, scale and expertise faced by most Shariah 

 nancial institutions, which in general, are 

believed to be at a competitive disadvantage as 

compared to their conventional counterpart due 

to their non-mainstream status and therefore 

smaller resource base. – page 4
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