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Product Qualities and Product Pricing as Attractions for nonProduct Qualities and Product Pricing as Attractions for non--MuslimsMuslims

impact individual
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takaful as “ethical insurance” takaful as “best value for money”

composition and management of  investment funds in unit-linked family takaful

(‘ethics-sensitive’ customers) (price-sensitive customers)

customer satisfaction
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Ethical/SRI Qualities of Takaful: Claims and Shortcomings of Actual PracticeEthical/SRI Qualities of Takaful: Claims and Shortcomings of Actual Practice
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actual takaful practice does not meet SRI expectations 

� need to bring practice closer to expectations by

changing practice changing expectations

infusion of more SRI 

into takaful

down-scaling of takaful ideology,

reduction of too ambitious ethical claims

combination of both approaches

Bridging the Gap between Ideology and Practice of TakafulBridging the Gap between Ideology and Practice of Takaful

into takaful
(see next slide)

reduction of too ambitious ethical claims

presentation of takaful as

� good value for money, 

� focus on the individual benefits,

� emphasis on special features such as 

o “no harm screening”,

o surplus redistribution, 

o global asset management,

o advantages of unit-linked contracts.

probably not viable for 

‘mass-produced’ takaful, 

but at least some 

niche-products
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Improvement of Market Relevant Ethical/SRI Qualities of TakafulImprovement of Market Relevant Ethical/SRI Qualities of Takaful

SRI insurance 

as substitute

for takaful

product qualities:

takaful as “ethical insurance”

even more 

demanding/ 

advanced 

products in the 

conventional

ethical/SRI 

segment

compliance

transform 

Shari’ah 

boards into 

ethical 

guidance 

committees

solidarity,

cooperative

structures

parency,
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follow
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dations of

IFSB, Haw-
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Pricing of Takaful as an Insurance and UnitPricing of Takaful as an Insurance and Unit--Linked Investment ProductLinked Investment Product

product qualities 

competitive

pricing

compliance investment 

in “haram” 

business

industry and financial filter

leaves a wide 

global asset

universe

sometimes further 

restrictions of  the asset 

universe, e.g. in favour of 

papers of particular issuers 

– may adversely affect 

portfolio performance

asset 

selection

quality of  asset selection 

model crucial for portfolio 

performance

Shari’ah compliant funds (i.e. portfolios built out of a 

smaller asset universe) have outperformed 

conventional funds/indices (with an unrestricted asset 

universe) – selection is more important than restriction



A Market for Takaful beyond Muslims in EuropeA Market for Takaful beyond Muslims in Europe

tapping into 

the ethical/SRI 

niche market

offering a good product 

at competitive prices 

for the mass market

crucial success factortakaful is lagging behind,

in summary: Entering Western markets by

crucial success factor

is asset selection 

and management,

i.e. technology, not values

takaful is lagging behind,

the conventional sector sets 

the benchmarks

takaful operators face markets in which they to not have a 

‘natural’ competitive advantage or a unique selling point,

conventional competitors can imitate successful takaful 

(but only partially vice versa)
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