CHAPTER 2

LITERATURE REVIEW ('}
2.1 Introduction Q

This chapter introduces the concept of takaful, its growtq an elopment in the
e |ona'

global and local context and the difference between it and insurance. The

chapter further elaborates on the concept of MSMEs an ir status rla Also

elated [to takafill @tlon
S % i tak:{/mdoptlon

itionally, ths&;&r identifies

some research gaps and introduces th ra concept ame

S

2.2 Takaful: Concept andD%\ 0 <§)
Risk is a pervaswe%n '%J -@n beings are exposed to.
Instinctively, human t% m time im rh have sought means to protect

the chapter reviews the relevant studies and theo

Moreover, the chapter reviews some promine

which formed the basis for hypotheses deve

4
themselves from(@ affef r Ilvgand properties. The Islamic religion
requires Musli ept ' as t}évﬂl of Allah while exhorting them to take
all necessar tlve easu S 16 stfgalard themselves and their properties against
N . _
hazards ali gt 2; I\@aml & Williams, 2006). For instance, once a
Bed ft his camel untied QHe presence of the prophet Muhammad (SAW), the
p sked him: “Why do you not tie your camel?”” He answered: “I put my trust in

d .” The Prophet said: “Tie your camel first, then put your trust in Allah” (Jaffer,
mail, Noor, Unwin & Ajayi, 2010; Ayub, 2008).



Modern-day takaful has its roots in the pre-Islamic practices of the Arab

tribes. The concepts of “Agilah” (kinsmen) and “Hilf al fudul” (league of the vi )

were such forms of risk mitigation strategies that were established base@utua
solidarity, assistance, and cooperation (Ayub, 2008). Agilah was usedﬂ&rt the risk
of loss of lives and properties by mutually paying for the blood mow behalf of a
tribe member that committed a crime such as murder against a%rie. be. By mutually

protecting and supporting each other through Agilah, the ri tribal wars and conflicts

are mitigated. Hilf al fudul was another pre-Islamic ept We prophet
3

cept advocates 'o@%;lly

ral.@'sters and
08). \Aéf':{;e advent of

ore@‘ concept of wagf

j@tonomic needs of the

(endowment) was introduced in IsI@Ssuppor i %s
: y N,

society. Wagqf “refers to reten%a prgpert or tfg@nefit of a charitable or

humanitarian objective, or Mec group of “éple such as members of the

il'i\'
donor’s family” (Ayu .421).Wa
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formed the foundatio

The c %rary akaf riﬁin@ out of the need to find a Shariah-compliant
N
alternat% ventional i ?Jranc&vhich was deemed invalid due to the elements of

ribq.g&ar and maysir inher@w’it. To have a full Shariah-compliant Islamic finance
S x,\akaful was considered necessary (Ayub, 2008). Faisal Islamic Bank in Sudan

10meered the first takaful company in 1979. Subsequently, Malaysia promulgated the

rst takaful Act in 1984, which led to the establishment of the first takaful company in
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Malaysia (Nazarov & Dhiraj, 2019; Fadun, 2015). Today, there are more than 300
takaful operators worldwide operating in more than 30 countries (IFSB, 2020).

The basic idea behind the concept of takaful insurance is that of coo@ and
solidarity among contracting parties to protect each other against unarﬂ%ed perils.
Takaful is essentially a financial contract based on cooperation between two parties to

protect one of them from unanticipated future risk. In a typical tm contract, one of

the parties (known as the participant/policyholder) cont e ce'tain amount of

money specified in the contract (known as contributio the tWWn as the
23

arib is u ¢bl‘@bn to

uran\tfci Ios@-t'he event

ss, if 0ss does not

operator/mudarib) with a mutual agreement that th
financially protect the policyholder against pr
of its occurrence within the agreed contractyperi

occur to the participant within the co %ﬂ, the partigipant @ﬁves his total paid

contributions, inclusive of a share %umu%& a@based on Mudarabah
>

n

5)
principles (Billah, 1998). e

4]
\m &
Takaful in contrast w;i' g co enI in ran@ risk-sharing tool that pools

ate art'cip@ts in the event of the occurrence

financial resources to mpe
4 F &
of specified risks. “4Accor ingl i (%g;l,): “Takaful is a means by which
participants mutuall ree |bute(5%ﬁey into a pool of funds based on the
¢
principles o u (dgnatio thét @'Be used in mutually indemnifying members

NN
against %' ed 1gSs”. ful is%} Arabic term derived from the Arabic root word
X

“kaﬂ&hich means to guarko%e'. It is also derived from the Arabic verb “takafala”

%’ plies mutually guaranteeing and safeguarding each other (Hassan, 2019; Husin
tal.

d , 2016). It is essentially based on the spirit of cooperation, brotherhood, and
olidarity among members of a group (Nasir et al., 2021).
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The Islamic Financial Services Board (IFSB) defined takaful as "a mutual
guarantee in return for the commitment to donate an amount in the form of a sw
contribution to the participants’ risk fund, whereby a group of participants %&nong
themselves to support one another jointly for the losses arising from ified risks”
(IFSB, 2018). Additionally, the International Association of Insu&?Supervisors
(1AIS) and Islamic Financial Services Board (2006) defined takaful'as «.... the Islamic

me eral forms. It is

counterpart of conventional insurance and exists in life, fa

based on concepts of mutual solidarity, and a typical takaful unde awconsist of
23

mercial forn of (&Gn;z:ly”.

S t% s “t{?ﬁjl means
al ass\ista Which ides mutual

financial aid and assistance to the parti€i antan case 0 Wh@\/ the participants

mutually agree to contribute for tha%ose” @;&?Ol ) ,<\
% é S
'
221 Types of Takaf %’neil Aj $
f

Like convention% ce, takaful 'rls'istsb two main product lines: family
4
(life) takaful and ral ( aful.é?nﬁlly takaful is typically a long-term
contract that i I‘ula@&savi

!
¢
dependents '(!@ven of d h,"in(egjaity, or survival difficulties. While general
% NN
takaful % a shiort-t contrs&t\, typically a year, to provide insurance cover for
N

and liabilities aga@hnanticipated hazards. Basic insurance covers in

a two-tier structure that is a hybrid of a mutual and

Furthermore, the Malaysian Takaful Act, 1984

a scheme based on brotherhood, solidarity aw

%takaful include protection against fire, theft, natural calamities, accidents,
6 g others (Husin & Haron, 2020a; Aziz, Husin, Hussin & Afaq, 2019).
A family takaful scheme is a long-term contract that includes the elements of

savings and investment plans. It consists of products meant to provide financial
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assistance and protection to participants and their families against the risks of death and

survival difficulties. The scheme offers the participants and their families the
accrued from long-term savings and investment gains based on the @e of
Mudarabah. In the event of death, the participant’s family b rom the
contributions, and on survival, the participant’s survival problemsmleviated. In
family takaful, the contributions made by the participants i tMakaful fund are
credited to two separate accounts; Participants’ Specia &: SA), which is

designed based on the principles of tabarru (donation) used orWassistance

23
and support among participants, and Participants’ nt (PA), cl‘ i@d for
savings and investment purpose. The contributi to_thé ccount, are non-

refundable since they are considered as a chacity, articipants are entitled

to a share of surplus if no claim was & fo)[

products offered under the fami%kaful s\mT e~medical, education,

N
investment-linked and mortga rov% Dhiraj Z(L@Marifa Academy Team,
2014; Ayub, 2008). $

General Takafu c are tincaI short-term contracts providing non-life
4 F &

insurance coverag sed on ‘ \hn ples hariah. It is a mutual risk-sharing

mechanism in which™partici e pro@éd against financial losses, liability, or

!

¢

injury due t lsf@seen az:%v\ﬂicb(rﬁ?y affect their assets or persons. Like family
%f ! ; N

o

h@ﬁcy term. Typical

takaful, ributionsfa to the'takaful fund as tabarru (donations) which is used

s

to pj% mutual support an (E’js’lstance to participants who suffer loss. But unlike
@kaful, general takaful contributions are credited into only one account and are
G idered as tabarru. Furthermore, like family takaful, the policyholders and takaful
perators’ relationship are based on Mudarabah, Wakalah or a combination of both.

Profits accrued from funds invested are pooled back to the takaful fund. At the expiry
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of the contract, any net surplus remaining will be shared between the participants and
the takaful operator based on the Mudarabah principle. However, any parw
compensated for a loss during the contract period is excluded from the net p@\jmmg
Typical products offered under general takaful include motor takaful, e takaful,
fire and property takaful, miscellaneous & personal accident takaful,Miability takaful,
among others (Nazarov & Dhiraj, 2019; Marifa Academy Tea&~
2.2.2 Takaful Models '

The primary goal of takaful is that of mutu istance an upipe@fnong

participants, however, Shariah scholars have

the col 1al c@,{aonent of

takaful if done within the confines of Shakiah

Ayub, 2008). Since its inception, sevek &a&

Islamic finance jurisdictions to cat the gro %d o,i\trstomers for Shariah-
\

compliant insurance. There ar ad ?akaf mode practice today: takaful
ta'awuni (mutual cooperati e I raT andy taka @uam (commercial takaful).
Although, theoreticall tual/cooper ve't | is the most ideal substitute to

“

conventional insur w pracit e cogewtive takaful is not viable. The pure

cooperative takaful hani IIy o@!’d and managed by the participants alone

and therefori((@d in sco G‘ t@wty capital required for future expansion.

Theref: takaftl.co nlesa?based on the commercial takaful (takaful tijari)
Y-
mo evertheless the con‘@fual takaful (takaful tijari) contains elements of

y and cooperation since at the expiration of the contract, surpluses are

6 tributed to the takaful participants (Sham et al, 2012).
Primarily, there are two basic models under the commercial takaful framework:
Mudarabah (profit-sharing) and Wakalah (agency) models. Though, recently, the waqf
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model has been introduced as an ideal alternative to conventional insurance (Sha’aban,
& Salleh, 2021; Ayub, 2008; Wahab, Lewis & Hassan, 2007). However, in pw,
there are several variants of these models which can be in the form of a mod@rsion
or a hybrid model. The modified versions typically entail the modim& of some
provisions in the original model. For instance, in a typical Mudarabah model,
investment profits are shared while in modified Mudarabah eriting surplus
(UWS) is shared between the takaful operator and parti %: brid models, a
combination of two models is involved, such as the Mu ah-W, kWel and the

X

Wakalah-wagf model (Ayub, 2008). { _\C}

The pure Mudarabah model (also know a% del){v% the first

Iaysia@g.is presently

dl Qharing agreement

commercial takaful model introduced in the, early °8

prevalent in the Asia-Pacific region. Itiis.t p'i}llly a profi

where the participants (owners of <@j) prowﬁ\h&Wn

(mudarib) manages the fund foné of p’?ofit, i

In this model, the takaful op§to\r‘r~@nud i9) and the participants (owners of capital) are
partners and share the ityfrom the t Paﬁ;éin@based on a pre-agreed ratio. The
stme

term profit in takafulinclu es‘) \n{M
the takaful fund@, i lt of g‘,'the participants bear the whole financial
loss, while ful o er;to oses (n?the time and effort spend in managing the
takaful % . Furtherm s, inc \ast with the Mudarabah contract in the banking

‘|\1'e the takaful operator

any, f the takaful investments.

(teturns and underwriting surplus from

seg rofits in takaful ar@ed only after all obligations and claims have been

s%*ﬁaeed, 2019; Sham et al., 2012; Ayub, 2008, Wahab et al., 2007; Wahab, 2006).

The second basic model is the Wakalah model (also known as the Middle eastern
odel) where the contract is based on a principal-agent relationship. The Wakalah

model is practised mostly in Middle Eastern countries. In this arrangement, the takaful
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operator acts as an agent (wakil) to the participants in the takaful business. The takaful
operator charges an agency fee for the services rendered in managing the takafw.
The agency fee is an agreed percentage of the total participants' contrib@ this
model, the participants are entitled to the whole underwriting surpluﬂ&eturns on
investment. Likewise, in the event of loss or deficit, the burdenY.sglely on the
participants. Likewise, as in the Mudarabah model, claims and obligations are paid first
before any profit is shared (Saeed, 2019; Ayub, 2008; Wa Y;)

Furthermore, a combination of Mudarabah and alah mo udarabah-
‘X

his arrangement, Ké%kaful

a% [ agenQ‘.;(I':ikewise,

the participants also play two roles: ownefs, of pitai\an rincip. the takaful

Wakalah hybrid) is used by some takaful practitioner

operator acts in two capacities: a mudarib (entr

operator (agent). The takaful operatorigentitled to an a fee@% wakil as well as

the share of profits as a mudarib ((pjtakafu \sm%

# S
Sham et al., 2012; Ayub, 2008 4 é}_
A more recent model*%as Ll i pul@n Pakistan and South Africa

is the wagf model. TM odel usuall uée@ybrid structure of Wakalah and
'3

F &
wagf. In this arr ent, \am nd ges{ablished by the takaful operators
(shareholders) througfwan inii 'tionéﬁﬁsequently, participants contribute to the
¢

wagqf fund b s&@ an uhconditional c&cgaion. The contributions to the waqgf fund are
o.%

NN
partfis.us ‘jor cIa& and obligations and the other part is invested.

pes

The&@l operator serves as an}éent to the waqgf fund and is paid an agency fee from
N

t@N fund. Additionally, unlike the other takaful models, any surplus or loss goes
0 the

split in

fund with no obligation to distribute the surplus to participants. The surplus or

Qs can be distributed, invested, or retained as a reserve in the waqgf fund. Guidelines
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and procedures for the management of the fund are decided in advance (Sham et al.,

2012; Ayub, 2008; Wahab, 2006).

2.2.3

Difference Between Conventional Insurance and Takafu

g
A

Notwithstanding the importance of conventional insurance t@day as a risk

management tool, it contravenes the Shariah principles and is
in Islam. Takaful has evolved as an ideal substitute to conv:
the same benefits while adhering to the dictates
conventional insurance are diametrically distinct with

investment rules and surplus/profit sharing.

Table 2.1: Difference BetweN;entional I

Mdeemed invalid

i n;inSL‘rance providing
e S awkaful and
@
Yw

ds to their ai slf@vork,

owing" a
\ X

rano?. 4&

rance@ Takaful

e c@me major

Conventional insurance is baﬁk

risk transfer mechanism. T,
policyholder transfers the risk'to the
insurance company i e fora

) \\T ):I;,Q\?aful

h a risk-sharing

risk is mutually
amcum articipants. The

rticipants eontribute to such a purpose
sed e principle of tabarru. The

erator (insurance company)

remium ’ 4 afaful
P ' \ onl nages the takaful fund either as
| repreneur, an agent or both.
L . 14
The primary goal of enventi N
insurance is gateri

of profits (forthe linsurer) and<la
benefits ( . Profi m:ﬁg'/
and materi i ventignal
ﬁb 7Y
N

N
benefits in ﬁtormg-#he primary objective in takaful is that

of mutual assistance, solidarity, and
cooperation. Profit and material gain are
secondary objectives.

insur
Theé&nt of gharar (excessiVe

N%inty) is present in conventional

in ce. The contract term is

biguous because of the uncertainty in
e occurrence of loss and the
ompensation amount.

In takaful, gharar is reduced since the
contributions are deemed as donations
(tabarru). The participants jointly share
the risk and profits and therefore the
element of uncertainty is considerably
reduced to acceptable levels.
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Table 2.1, continued
Conventional Insurance Takaful
?:\]Iz:tz r}\r/]eir;lttlgrréésllt_lgesgrri?]nC?r?t?gpany In takaful, all investments mu Mz
g devoid of riba (interest).

instruments.

The element of gambling (maysir) is The gambling element in tﬁa%is
present in conventional insurance. Either averted by the tabarru ( ion) rule.
the insured loses his premium payments  The participants contributégto mutually
if the loss does not occur, or the insurer  assist and support ea rin the
loses the promised indemnity amount if  event of a loss. T , the gambling
the loss occurs. element is av a takaful contract
]
participan

s beldngs ta the
licyh Iderofits
are shared between participan s&hd\\?
sharehol ' A")

N
N~ N %
2.3 Takaful: Global Outlook \) W é
Since its debut in the late 70s, th& Eaﬂ;)industry ain@‘ed a steady, albeit

slow growth rate especially in twslim-m\ﬁt\y co }@s like Saudi Arabia,

N

Malaysia, Iran, Indonesia, Un%b Emirate RJA atar and Pakistan. The
&
SD 5‘\I>I

industry global gross contri M ror lion in 2006 to USD 27.07
billion in 2018 (IFSB,%;IS). Flo

i . In takaful,
In conventional insurance, the surplus

and profit belong to the shareholders
and with-profit policyholders.

-9

m 2011 t@l& the takaful industry’s global
4 s
contributions Witne&Qn 8.59 nd ﬁ;e growth rate (CAGR) within the

eight-year period. HoWwever,unti e ba and capital market segments, takaful is

!
¢
the least cont&ﬂ)r to the tot Isrand'((‘;anance assets, having a meagre percentage

% N o
share o@ an 2% (IESB, 202@2019). Likewise, the takaful sector is heavily
con@e I

|§\&§ Five countries were identified as the major contributors to the takaful sector
G ly Iran, Saudi Arabia, Malaysia, the United Arab Emirate (UAE) and Indonesia
FSB, 2020). The strong government and regulatory support in these countries

contributed to the high growth rate witnessed in these markets (Global Islamic Finance

n few countries w@dh’ represented 91% of the global total contributions
N

31



Report [GIFR], 2016). These countries are in three sub regions of the world, namely the
Middle East and South Asia (MESA), Gulf Cooperation Council (GCC) and Sou

Asia. Sub-Saharan Africa is the least contributor to the takaful segment, @Jting
only 2% of the total market share for global takaful (IFSB, 2020, 2019&2018, the
GCC region accounted for 43.2% (USD11.7 billion) of the total indmntributions

followed by the MESA region with 42% (USD 11.36 bi|liMouth-East Asia
cont

contributed 11.2% (USD 3.02 billion) while the African re ribrted only 2.03%

(USD 0.55 billion) (IFSB, 2020). Table 2.2 presents the kd0\7\ eret share

L ]
of takaful by region. é
" 4

Region Takaful contribuition (USD) Of@l‘are
GCC 1 W ' C3<43.2
MESA 1:,%&"0 N RN
South-East Asia | billitbv L |
%5 illi *, 203
44

Africa

Others \ i | i ' § 1.57% : :
Source: IFSB (2020
(—}z , N
However, rece%r aveseé grd’v@of takaful in other countries such as
the United King UK), s@ica, @ia, and Turkey. Although the takaful

sector is still@l fraction jhle gkg?all insurance industry, it is rising to be a
. &E @

specializ se?

&2 1

C

nt i ei{hﬂstry. Over the years, the takaful sector has
experiepcedvexponentia grovvt@'terms of contributions, the number of takaful
O

0 Ms, and assets. This trend in the industry mirrors the rising support and

Z

eptance of the takaful sector in global markets, as well as its growing importance in
O

porting the full development of the Islamic finance industry. As of 2019, the number

of takaful operators (including windows) operating in more than 30 countries was



estimated at 336 (Islamic Finance Development Report [IFDR], 2020). Furthermore,

the total takaful assets grew from USD 46 billion in 2017 to USD 51 b||||0n

rate compared to conventional insurance is very low in most jurisdictl B, 2020;
GIFR, 2016). The market potentials of takaful remain largely untappe R spite the large
number of Muslims in countries like India and Nigeria (COMQ

2.4 The Insurance Sector and Takaful Industry in ria \d

Despite the long history of the Nigerian i ce indust p’e@ the

asl\agg mpa@* to other
The h@iﬁn insurance

i ion@ﬂ as: “A grossly
yl'\hnopulatlon (estimated
at 106 million in 2020) partici e insuran aect |ch further indicate the
huge market potential awaiti \nsu aﬁg é nA, 2020; Dias et al., 2013).
Although in recent ye% dustry has o‘rdeb:trong growth rates, it is still far

ﬁnc; I se |n terms of development, market

independence of the country from colonial r

components of the financial sector (Afrinvest;20

segment was identified in Nigeria’s mem plan,

untapped opportunity”. Only 2% I|on) o\eioYal

behind other seg of thf

penetration and nsityr In 2

density (USE%Nere mon
similar % S Sou@frlca (13.4%) and Kenya (2.3%) shows that the

Nig nsurance market is h@hﬂy underexplored. Likewise, the insurance density

r1a SA rance penetration (0.34%) and insurance

h(; Io@? globally. The insurance penetration rate in

f \ort of its peers such as South Africa (USD803.0) and Kenya (USD43.0)
d invest, 2020; Coronation Merchant Bank, 2019).

Notwithstanding the similarities in the economy and business development of

most African countries, Nigeria remains one of the countries in Africa with the least
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developed insurance industry (Afrinvest, 2020). Both life and non-life insurance
penetration remain very low. Low insurance subscription (in this case 1’?!!)
especially among the business segment, can be very detrimental to a countn(s% mic

growth and development. Therefore, this informs the need to investi e factors

influencing general takaful adoption in Nigeria (i.e., North-West Nim Below are

some key statistics of the insurance sector and the level of iqiquenetration and

density in Nigeria.

Category Indicator

Demographics Population Size
Adult Population

Insurance Uptake  |nsurance Uptake

Size of the Insurance Penetrati V ‘1 0.34% DP

Insurance Market  Insurance Densi % L{%D 0

Number of Com& urers O 3

Number of Life Insurers _\ 16

Number of C% Insurers T & 31

Number of‘Reinsurers N 3
SR A

NGIN490 Billion ($ 1.3 Billion)
dapt@‘from: Hougaard et al. (2018)

S

-
Kenya Egypt Nigeria

I 23%

0.3%
H B
Morocco

South Africa

§ Source: Afrinvest (2020)

Figure 2.1: Insurance Penetration Rate Across Peer African Countries in 2019
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Figure 2.2: Insurance Density Across Pe%vn Countries i 4)%&}

The Nigerian insurance industry is supe sed

Insurance Commission (NAICOM) w |w5ta i

ted e National

1997 the National
Insurance Commission Act 1997. The ssmn\s W'th responsibility of
administration, supervision, an d uI né) € 1Asu anc@)sector Furthermore, the
commission is also respo or safeguar, |ng rlghts of policyholders,

beneficiaries and third Ertl I surar’ce co r ct ICOM n.d.). The commission

is empowered by two Ieglsl ions: e 0 E}{];urance Commission Act 1997 and

the Insurance Ac 03 ef e||ts es b|ISh , insurance regulation was handled by
an insurance me t m?:ﬂ/ll of Finance (Ojo, 2012). Hence, the
establlsh e autu?ﬁ} sion (NAICOM) was a great milestone in the
devl fthe insu ncérsect&"

\ igerian msurance}(r'v?ustry broadly consists of life, general (non-life), and

ance companies. In 2016, the general insurance segment accounted for 48.7% of

0 total Gross Written Premium (GWP), followed by life insurance (30.1%) and

reinsurance (21.2%) respectively. From the NAICOM website, the industry consists of



67 companies divided into composite (13), life (16), general (31), takaful (4 with
composite authorisation offering both life and non-life policies) and 3 reinsurerQ
major product lines of general insurance include motor insurance, general a(cbsh fire,
oil & gas, and marine insurance (Afrinvest, 2018).

Since the establishment of NAICOM, several initiatives have been undertaken to
reposition the insurance sector and accelerate its growth, development, and market
penetration. The first of such initiatives was the series mli ation exercises
embarked upon by the commission in 2003, 2005 an@ythe r e.m\@talization

@

from compliance-based supervision (CBS) to i ( , but the

hese aé&g were taken

as @‘%s achieved in the

to develop and maximise the potentia Ee 'Dsurance S
c@enetration rate in line

banking segment. Furthermore, to %r boost \ﬂsvr
S
with the National Financial | i blu@print, speciatj* in the underserved and

N
segregated segments of the%\u'ﬂtiol M re e@d the operational guidelines

initiative was cancelled by a court ruling (Afei

for takaful and microii e in: 13 '('1129@' respectively (NAICOM, 2018;
NAICOM, 2013). Vision 1 anccﬁneﬁ?tration target was to achieve a 40%
market penetraé’ Sa \ﬁ}@rew@ goal remains elusive. The takaful and
micro insur &aeme int:o eJ to@%?easeinsurance penetration in the country are
yet to h$nifj& t impact %;- N insurance market. The two schemes combined,

contributed less than 1 per cen@He whole industry premium of about NGN490 billion

i%&(Anaesoronye, 2020; Okoye, 2020).
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24.1 Takaful in Nigeria

Islamic insurance (takaful) was first launched in Nigeria two decades am
first Shariah-compliant insurance was introduced in 2003 by a conventior@% ance
company: African Alliance Insurance Plc. Subsequently, two oth ventional
insurance companies, namely, Niger Insurance Plc and CornerstoWurance Plc,

introduced takaful products to the Nigerian insurance market in 2008/(Dandago et al.,
I z

2020; Yusuf & Babalola, 2015; Maiyaki & Ayuba, 2015 ree ':ompanies were
motivated by the huge market of the Muslim populationdthat w glmed‘averse to
conventional insurance. Conventional insurance igeria Is p ueﬂ ‘@’r‘?low
consumer patronage reflected in the insurance io% nce@gity rates

reported recently by the industry. Thus, th&iry rer o?mp ies sa@g. prospect of

takaful in increasing and deepening tw ce penetration in @‘country (Yusuf &
A

Babalola, 2015). & &>\YT gg;\&

However, the operations ed regulatoryysupport which might have

&

caused the low uptake of t MOC:IC n countly: The first takaful regulation

was issued in 2013 by . In line with it memate of developing and deepening
4 ’ &
the insurance secwcoﬁ the g;vational guidelines for takaful which
served as the fir% ehe elin ’f&/takaful business in Nigeria (Dandago et
¢

!
al., 2020; N %@/I 2013). S ce"th@}(,?m commission had licensed 4 full-fledged

N
takaful % . JaiZ Ta and@or Takaful were granted license in 2016, while

Corng&le Takaful and Sala@lzaful companies were granted approval in principle
@ 2019 (Dandago et al., 2020; NAICOM, n.d.). All four takaful operators are
& osite insurance companies providing both life and general takaful services. The
kaful model presently used in Nigeria as stipulated in section 2.2 of the Takaful

guidelines include Mudarabah, Wakalah and hybrid of Mudarabah-Wakalah models.
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Thus, takaful operators have the freedom to choose any of the stipulated models which
must be ratified by NAICOM (Dikko & Bakar, 2018). The Products offere
general takaful scheme include motor, fire & special perils, Agricultura aful,

Burglary, Goods in Transit, Marine Takaful, among others (NAICOM; "

In recent times, there has been an increasing inte inpthe ,jevelopment of

2.5 Overview of MSMEs

MSMEs globally. MSMEs are now recognised as key onents I ri)wth and
development of an economy. The MSME sector cont s significa t') @;rall
performance of a country’s socioeconomic indi t play! Ive @Tn all the
key indicators of a sound and viable economis, M jobwr\ployr&portunities

are created by the MSME sector in %oped an eIop@%conomies. They
are key drivers of innovation, socio@%omic B\;&aﬂ n fhd the springboard for
the industrialization of a coun%alus i et .,&Ol(&:.:}s%IEDAN & NBS, 2017;
Abor & Quartey, 2010). Fu e}bre, Tﬁz@nnels through which wealth

i created in an econo income ire-di riﬂumbﬂ/ithin the pyramid of the social
4

F &
\de\ re thES (Hussaini & Muhammad, 2017;

IoucEtz%Q'009). In the African continent, MSMEs

structure. Most bu NS\%S wo"
World Trade Omébion, .
et oo

!
n 90% of aneaste?(Hussaini & Muhammad, 2017; African

make up mE
\
Develo t 'Bank, 201 ,I\ASM% provide stability to the economies of both

devﬂg&and developing co@ (Hussaini & Muhammad, 2017; World Bank, IDB

%2015; Ali, 2013). The importance of MSMEs is visible in the contribution they

to GDP, employment opportunities and job creation. Formal and registered

GSMES only, contribute about 33% of GDP in developing economies and 51% in



developed countries. Worldwide, MSMEs contributions to total employment and job
creation are 43.5% and 57.8% respectively (World Bank, IDB & IRTI, 2015).
Moreover, MSMEs are the basis upon which large firms are founde@ also
provide big firms with the necessary material inputs for their smooth f ing (Oke,
2019; SMEDAN & NBS, 2017). The significant role played by S in socio-
economic development and transformation have prompted po 'cwrs worldwide to
initiate several policies and programs to support this im %s:ct')r of the global
economy (Abor & Quartey, 2010; SMEDAN & N 2017). Wents and

@

multilateral agencies worldwide have advocated for a rted effort i el/el gthe
4
(\»: T
N ®)

The MSME sector in Nigeria i(ﬁifferen \movuer @I-oping economies and

MSME sector (AFDB, 2017).

25.1 MSMEs in Nigeria

N,

is bedevilled with several chall%espit@the ort OI(/ federal government and

its agencies to develop it. A rece su] y & NBS (2017) revealed that
at4

g
m
éo

ith 99.8% been micro firms and

ia Stoo

PN
£r

jum enterprises. This shows that the
\ im;@éﬁshed and underdeveloped to contribute
significantl tg*@indu ria'liz 'oﬂ' ofé:I}%Qeria’s economy. The survey further brought
to light %turﬁ f }\ASM&ctor in Nigeria. The majority of MSMEs (91%)
werﬂﬁj to be concentrated @e (5) major economic sectors thus: Wholesale/Retail

t .3%), Agriculture (20.9%), Other Services (13.1%) Manufacturing (9.0%) and
d mmaodation & Food Services (5.7%). The ownership structure was predominated
y Sole Proprietorship (97.1%) and the dominance of male ownership (51.3%). The age

range of most MSME owners was between 26-50 years (70.4%). Furthermore, the
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survey disclosed that the educational level attained differs among the three groups of
MSMEs (i.e., micro, small & medium). The micro-enterprises have a low WW!
educational qualification compared to the owners of small and medium eft s of
which more than half (56.3%) have university degrees. Very few terprises
operate formally (2.1%) contrasted to the bulk of small and medium figms that are duly
registered (71.9%). Additionally, the MSMEs predominantly s UMH’ raw materials
and machinery locally (indicating a lack of access to fu mll' enable them to

source raw materials and machinery from internatio arkets). “Moreover, most
.y

rts of their dljc@very

is% ter @E MSME

sector in Nigeria. About 85% of the MSMEshave art-nﬂ) capital of 7\@@50, 000 (i.e.,

less than USD250) and below. Inforwae of fina
only 5.3% of micro firms and 21.60/@57‘@" an

formal credit. Additionally, the i eu

MSME products are sold locally. MSMEs engaged in

few (7.6%). This also indicates the immaturity

rev@%n the sector with

;@rises having access to
N,

MESusvery low as was reported

Ro

e@t on financial inclusion and

by the CBN (2018) and 3545}»4

MSME survey, respec% "' 0‘

Thus, haviwediiﬁl rview%éﬁ%\e MSME sector in general and in
Nigeria particularly, Twis n 0 ur@land and conceptualize the meaning of
Micro, Sm@ediu Ent rigesél_\(}/I?MEs).

Y
Wy

2.5. Defining MSMEs , Y
S
\ﬁere is no universal agreement on what constitutes an MSME. Definitions of
MSMEs are varies across industries, countries, and regions. Even among academic
searchers, several definitions have been enunciated. Furthermore, the definition of an

MSME may vary based on the environmental context and research setting. The concept
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of MSME is contextual, heterogeneous, and based on the size and developmental stage
of an economy (Oke, 2019; Al Balushi et al., 2019; Abor & Quartey, 2010).
have been categorized and defined based on both quantitative (i.e., th@er of
employees, capital base, annual turnover, asset size, market share) and%tive (i.e.,
ownership, legal status, mode of production, industry type, relatiY?lze within a
particular industry) measures (Oke, 2019; Etuk, Etuk & Mich elm.

In advanced economies such as the US, Japan, and qX.I\IS Es are defined

based on annual gross income and number of employees.®khe me niWMSME is

. Y
countfies e'dl@n the
ar% ives pu@gd by the

institutions assigned to oversee the development of the M? ctor @3; al., 2014).

A medium-sized firm in a developixary will b eme@uall in advanced

economies such as France, the U Brltal t|o qk@\a large firm in one

usually subjective and varies with time within and a

role played by MSMEs then and based on the

industry might be deemed s oth& ind tlzy w the same country. For
example, an MSME in the \« I )i g&mess enterprise with annual
und or'eq@alent and with less than 200 paid

s Fregocl
workers. While |:§ M@ atego based on three measures: industry
type, capital base (i I) a e number of paid employees. Based on

industry ty, p nuf turm md’ustjleISMEs are those with 100 million Japanese

gross revenue of fewe illion

Yen ca aI b e oyeesé} the wholesale trade industry, MSMEs are those
Y-
|t illion Japanese Y@pltal base and 100 employees, while MSMEs in

r V|ces trade are those with a capital base of 10 million Japanese Yen and 50

6 oyees (Oke, 2019).
Moreover, the European Commission (EC) classified MSMEs based on the

number of employees. An MSME with 0-9 employees is deemed micro, 10 -99
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employees as small and 100-499 as a medium enterprise (Abor & Quartey, 2010).
Additionally, The United Nations Industrial Development Organization (UNIDT&
conceptualized MSMEs based on the number of workers employed. T@Wever
grouped MSMEs into two categories: MSMEs in industrialized count MSMEs
in developing countries. MSMEs in both categories were defined dww (Abor &
Quartey, 2010). Below are the classifications for advanced ec@ and developing

countries respectively:

S/IN Number of employees sification
1 500 and above arge enterpris
2 100 to 499 dium €n
3 99 or less SmalUEMQ

urc

Table 2.5: MSME Class tiQin Develo
SIN Number of e ges  NO asSifi
100 andeabov. arge enterprise
2 @ edi@_ nterprise
% S enterprise
Less than 5 teroenterprise
I ~<Source: Abor & Quartey (2010)
S
4 ¢ &
In developin QQomiei out%(afnca, MSMEs are grouped based on
annual gross sa\;&vver 'umb@( employed workers. A small firm is an

¢
enterprise wit al gross re nde of not more than 13 million South African Rand

% N
(R) Wit% e shgetva ’(exclu&mg land) of R5million and having employees less

~

A WN B
=

L »

than,50.%A medium enterprisei\e}sdnsidered to have not more than R51 million annual

\venue with a balance sheet value of R19 million with employees between 51-

6 Oke, 2019).
From the above, it can be seen that the definition of an MSME is contextual and

subjective and no one definition can accommodate the heterogeneous nature of MSMEs
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across the globe. Consequently, it is therefore pertinent to examine the definitions of

g
A2

MSME conceptualization in Nigeria as in other countries i efinite with

MSMEs in the context of Nigeria.
2.5.3 The Concept of MSMESs in Nigeria

various governmental agencies having different definitions_and measures of what

constitutes an MSME. Various government agencies have ;’ffer t definitions of

what an MSME is. For instance, as far back as three des, h(.a\ﬂqdﬂ Bank of
L 2

Nigeriain its Monetary Policy Circular No. 22 of 198

ined MSM siir‘rf-g\:ing

. a% N)\s/‘ﬁilarly, in
ed on@sgnnual sales

Io@hd not more than

an annual sales turnover of not more than 500,
1990, the federal government of Nigeria w
turnover of not more than NGN500,0@T\

NGN2 million (exclusive of land) @ﬂerchan \TKWa &(\&maximum of NGN5

million (inclusive of land) (O .In fhe sameuyear Companies and Allied

Matters Act 1990 (CAMA

annual sales not excee% 2mi Ilwﬁe t value of not more than NGN1
ndu

million. In 2003, the®National CIO NCI) classified business enterprises

| busj as an enterprise with gross

in Nigeria |nto bro gro on umber of employees and capital assets

(excluding | uk e aI 2 4)" ouplngs are given below:

abl! wssﬁ ion of MSMEs in Nigeria by NCI

F egory Number @hployees Total capital base (exc. land)
1-10 Less than NGN1 million
aII 11-35 NGN1 million — NGN40 million
edlum 36-100 NGN40 million — NGN200 million
Large 101 and above NGN200 million and above
Source: Etuk et al. (2014)
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Furthermore, the Small and Medium Enterprises Equity Investment Scheme
(SMEEIS), an initiative of the CBN and Bankers’” Committee, which was lau
2001, defined MSME as any business enterprise with an asset base not exc@«lzoo
million (excluding land and working capital), and employees b 10-300
However, this definition excludes most small businesses in the cou Wose number
of employees ranges from 0-9. Finally, a more recent classifica nd definition of
MSMEs in Nigeria was given in the National Policy on Mi mn Medium Scale
Enterprise (MSME) by SMEDAN in 2015. The classifigation aWon a dual
criterion: the number of employees and total asset luding lan n¢ @ngs).
However, the employment measure is preferred en@ on Q&flcatlon
The table below shows the classification: ,é\

R
Table 2.7: Classmcatlonw sin ng yS@DAN

Ae“cs (exc. land and
Ailldlng) (N million)

S/N Firm category r of i

1 Micro 7 ss than 10
2 Small A"Olo to less than 100
3 Medium . 100 to less than 1000

buildings) not exceedh ion an&a workforce of fewer than 10 employees.

Small enterpr(ﬂj nd, aii'those firms with total assets (excluding land
and bw% eed‘a l Mugon but below NGN100 million and a total number
b

of emp etween 10-49. W_)hggas medium scale enterprises are those with total

a xcludmg land and bU|Id|ng) exceeding NGN100 Million Naira, but not

eding NGNL1 Billion and a total number of employees between 50-199.
0 Having gone through the divergent propositions of what MSMEs are in Nigeria,
the current study adopts the definition of MSMEs proffered in the National Policy on
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MSMEs issued by SMEDAN in 2015. The definition giving by SMEDAN is the latest
of all the definitions advanced earlier. Before proposing their definition, SMEDA
into cognizance the prevailing reality of the country’s socio-economic c@, the
views of stakeholders in all the 6 geopolitical zones of the countryﬂM—\e global
standards for the classification of MSMEs (Oke, 2019; SMEDAN, ZOQ.;.
254 Current Level of Affordability and Adoption aCfuI’amongst
MSMEs
23
» YN
Based on extant statistics, the market penetra ate offinsur c's L@Tgerla

o

200 million

stands at 0.5% as at March, 2022 (Leadway Ass?@ 20%- : ha@apulaﬂon

of over 210 million as at 2022 (Worldometet*d). Thiﬁme that

Nigerians have no any form of insu%ﬁ)icy. Equ the@i contribution of
insurance to the nation’s GDP is 0\@52% ( s\nﬁﬂ 4 ,@Ts is considerably low
D y N,

taking into consideration the%nce %f insurance dé?economic development.

&
Additionally, looking at th 'mcl ibution o @er peer African countries to
GDP, the level of insu tribution as peﬂce@e of GDP is substantially higher
4 F &
than Nigeria notwithstanding trle m pop@n. For example, in South Africa it is
about 16%; Namibia“8:9% 'a 3. %%énd Kenya 3.4%, respectively (Usman,
2017). Num S@ctor have nlrib(tg to the low insurance penetration in Nigeria
NN
and one/of thewmajorfobst PS to @/entional insurance uptake especially in North-

s

We eria is religious mqt\@s’ Conventional insurance is seen as non-Shariah
@nt specifically with regards to the elements of uncertainty (gharar), usury

& ), gambling (maysir) and investment options (Usman, 2017).
Takaful and micro-insurance schemes were among the main strategies introduced

by NAICOM to boost insurance penetration and density in Nigeria, especially among
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low income households and MSMEs. Takaful, in particular, was established to woo
individuals and businesses that have reservations in using conventional ms?ﬂ
However, even with the introduction of takaful and micro-insurance \& the
insurance penetration rate is still very low. According to Mr. Zubairu Sdf&n Darazo,
the Head, Takaful Unit at the NAICOM Takaful premium contributionwvas only NGN4
billion out of NGN514 billion as of 2020 (Peter, 2021). This figure represents only
0.78% of the total insurance industry premium (Vanguard yirete , 2021; Usman,
2017). This figure reveals the low uptake of takaful am ouse OWA‘SI\QES in
Nigeria. J _\‘-}

Furthermore, despite the affordability ul % S segj("rom the

50 Ué)) for fire and
aﬂ@':mlted n.d.), most

minimum annual contribution of NGN5000,(eq aleuﬁ

special perils takaful and third party taaful (Sala
MSMEs still have not adopted tak% Nigeria: gov

monthly sales turnover of mosl%s in ﬂlgerl whlch NGNlOO 000 (equal or

'Bh5|der|ng the average

above 235.12 USD) (SME 1 products are affordable and
within reach of most Hence the d tebvestlgate the factors influencing
general takaful ado amongi aI su tor

(.z

2.6 Theor!i% Co epts dgr[tjrang the Study

In% t of uhder Pdmg@world and the myriads of observed phenomena,
Y-
r@&ngs have generate@ﬁumerable propositions and hypotheses in various

f life. Some of these hypotheses have been tested and confirmed and have

6 med the basis for further scholarly and professional enquiry, thereby extending its
p

plicability and verifiability in different contexts. These tested and confirmed theories

have been utilized by academicians and researchers to guide research endeavours and
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inform practice. In simple terms, a theory is a structured, organized, and comprehensive
means of explaining a given phenomenon. Explanations on such things as: Vm
people drink intoxicants? Does the consumption of intoxicants influenc(m%le of
crime in society? What factors influence the adoption of Islamic bond k)? Does
the level of education determine income? And many more could be ered through
the help of theory, either by theory generation or theory testing and Validation. Theory,

as defined by Kerlinger (1973), is: “a set of interrel rnlcts (variables),

definitions, and propositions that presents a systemati¢_vie Wmena by

"Ax
specifying relations among variables, with the@gose of e ir'in@atural
4
% 4

Vgt

The ultimate objective of purely academic réseareh iste, creat knowledge,

increase awareness, expand understwa phenom of @est and generate
theories based on findings. These t@?s de\@;\gter 1;0@'!7 the basis for further

N
academic research on various the phenamena &Q ran & Bougie, 2016). In

the quantitative research desi hk WT esearch g the foundation of a theory,
which will be tested al 'Zted at the
8 442

e
men tained and predictions of outcomes

Through theory, un tandirm %Jl
can be made. T /S,QtHb(ele Ies r%}éﬁd to this study are elaborated below.
¢ I (.)
:
) &
2.6.1 heery ofjReas .gd Acﬁ% (TRA)
Y-

theory of reasoned @ﬁ (TRA) was propounded by Fishbein and Ajzen in

1% explain how behavioural intention (BI) and subsequent behaviour of an
indivi

phenomena”.

of rbbesearch quest (Creswell, 2014).

Q ual are formed (Amin et al., 2011). The theory seeks to establish the relationship
tween beliefs, attitudes, intentions, and behaviour. The theory postulates that actual

behaviour can be predicted by an individual’s intention to perform the behaviour.
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Furthermore, the intention is determined by two factors (1) the attitude of an individual
towards a given behaviour, and (2) subjective norm (i.e., the influence ofv)
(Fishbein & Ajzen, 1975). (ﬁ\
Attitude is defined as an “individual’s positive or negativ@%ation of
performing the behaviour” (Fishbein and Ajzen, 1975; Ajzen anmein, 1980).
Additionally, attitude is formed based on an individual’s beli% t the behaviour

and his assessment of the resultant outcome of performin hav"our/action. The

theory hypothesizes that a positive attitude towards a viou strengthen the
L ]
individual’s intention and a negative attitude will w an indivi ’s’ir&\on to
s b 4§
N

perform the behaviour (Ajzen, 1991). \
int ;io jecti

The second determinant of behaviou )
th@kormance or non-

norm refers to an individual’s percepti@al influen

performance of a specific behavio(ﬂbjective Ts m@)sed of (1) normative
N,
beliefs about a specific behavi%Z) m%tivat' n«to (20
(Fishbein & Ajzen, 1975). wﬁ(%ve I s refer t(@dividual’s perception of the
influence of the opini ion of relevant 6th®' Whereas motivation to comply
4 ’ &
denotes the degree WCh a@ wagm:omply with the opinion and actions
of reference gr% or, ; 'athieég‘,' 1991). The theory postulates that an
¢

individual’s vioural intenti aﬁd@ quent action or behaviour are influenced by

NN
the opi% actioh .of others d%ned important by the individual. Hence an
X

2

y with reference groups

indiyi s decision to adopt @ a certain product or service can be predicted by the

a tioned factors (i.e., attitude & subjective norm).
Q TRA has been widely employed in various academic fields to explain the
eterminants of adoption and use of numerous innovations in various contexts. In the
Islamic finance/banking adoption studies, TRA has been utilized as a framework in
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understanding the adoption and use of diverse Islamic finance products and services.
Aminetal., (2011) used an extended TRA to examine the behavioural intention W
Islamic personal financing in Malaysia. The study confirmed the predicti@er of
the TRA model. Also, several studies have confirmed the predictiv ity of the
TRA model (Effendi, Murad, Rafiki, & Lubis, 2020; Janah, Medias & Pratiwi, 2020;

Adnan, Nordin, Bahruddin & Tareq, 2019; Maryam, Me (M Khalig, 2019;

Echchabi & Olaniyi, 2012; Amin, 2012). '
Nevertheless, TRA has one main drawback, the asstimption aWidual will

@
always act based on his volition. However, ob realities n'ra‘{e}such

assumptions. Even Ajzen (1985), one of th S Q ry @rﬁed this

deficiency. A person may have a favourabl&{it’ e and thedesire to@:{ply with his

reference groups in adopting a certai@on but may.be pr@%ﬂed by situations

outside his control. Factors such ﬁﬁ-availaﬂy;o?r \a resources, distance,
S targhors

)<

government support, natural di , @among many;oth ay inhibit adoption.

2.6.2 Theory of %;Behavilur Pé)

(/4,/1/

4 $ &
The Theory o%ned Ble (TP%Gs/a revised version of the TRA which
was formulated %&jﬂ (1 i ZOOE)Eﬁ/address the limitation of the TRA. Ajzen
¢
(1985, 1991 g@ added a_third ¥a

account%hd acttal b ?/iour«i&tuations where a person’s self-control is limited

or aQAjzen (1985) propo@ improvement on the BI power in predicting actual
N&ur through the addition of perceived behavioural control (PBC) as an

r@;@ (perceived behavioural control [PBC]) to
N

o

ndependent variable. PBC “refers to the perceived ease or difficulty of performing the
ehaviour and it is assumed to reflect past experience as well as anticipated

impediments and obstacles” (Ajzen, 2005 pg. 111). Ajzen contends that PBC affects
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both Bl and the actual behaviour of an individual. He further argues that an individual
may not even form an intention to adopt a certain innovation if he perceives trwme
impediments to adopting the innovation. These obstacles can be internal su@\jhck of
requisite skills (self-efficacy) or external such as the availability rces and
support (facilitating conditions). T

The TPB postulates that Bl and actual behaviour are a function of three main
factors, one related to attitude, one associated with social Xe.(s'bjective norm),
and a third connected with control factors (PBC) (Ajzen%005). fTh rflme

work
is generic and has been applied in various academic studying zin‘lié%nour
us

and decision making. The TPB has proven to % i redlq/m Bl and

to, A@&;h, Ghofur,

Z@Sayuti & Amin,

actual behaviour in many academic rese studies

Abdullah & Elizabeth, 2022; Abdull\%awan &

2019; Ramayah, May & Omar, Z%Taylor \‘Fo?d » Teo & Pok, 2003;
>
Venkatesh, Morris & Acker : I\/ﬂthie glg% In the Islamic finance

adoption literature, several resea eri e used th@B to study the adoption of

various Islamic financ% s and servic

}ﬁun@nto et al., 2022; Abdullahi et al.,
2021; Ibrahim, Fis %aji-Oih 17, glani & Kasim, 2014; Jaffar & Musa,

K
2014; Echchabi& A

2012). ent s&%f by Al Balushi et al., (2018) utilized an
[
extended ve TPB to st

towards&l{, finamggad tivesé?'he study found support for the predictive power
k3
of t)@ model. >
S

spite the strength of the TPB model over the TRA model, researchers have

d' ized the monolithic and unidimensional nature of the TPB constructs (Badaj &

di, 2017; Taylor & Todd, 1995; Bagozzi, 1984). The constructs are too broad and

!
the {aja)rs influencing MSME owner-managers Bl
NN

therefore suffer from operationalization problems (Bagozzi, 1984). Utilizing the TPB
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model in understanding Bl and actual behaviour may only provide a shallow view or
even a misleading conclusion if applied in the practical arena (Taylor & Toddw.
Decomposing the TPB constructs provides explanations that are clear, @ and
focused which could inform practice (Taylor & Todd, 1995). Taylor‘&&gdd (1995)
introduced a decomposed variant of the TPB model and compared its predictive power

to TRA and TPB. The Decomposed version of the belief strchrovided several

benefits over the traditional TPB and TRA such as op,erationalization,

specification, focus, enhanced explanation, and superi edicti eWTaylor &
23

I_ST

0 pfe i me@products

Todd, 1995; Mathieson, 1991).

Although the TRA, TPB and DTPB have

adoptions, the models do not take into siderati

religiosity and uncertainty. The modelS'also danot tak

of moderating variables that may a he rela \Sﬁlg
# S

dependent variables in a study. “« Q-
N \{o
[ 3) $

2.6.3 Unified Th% cC
Another cow and
particularly in w rmati

al/adoption models. \L%mkatesh et al. (2003) synthesized different constructs
N

X&to be similar from 8 behavioural/intention theories to form 4 consolidated
G tructs that will diminish the weakness found in previous models. To further
rengthen the model’s predictive capacity, Venkatesh et al. (2003) incorporated 4
moderators (Dwivedi, Rana, Jeyaraj, Clement & Williams, 2019). Venkatesh et al.
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(2003) argued that by unifying similar behavioural theory constructs the dilemma of
choosing one behavioural theory in preference to another is resolved. Addiﬂ?ﬁ,
UTAUT explanatory power surpassed previous behavioural models in ex@??%
of behavioural intention and 52% of actual usage variance (Venkatesm;vwg & Xu,

2016, 2012; Venkatesh et al., 2003). ?
The UTAUT has four key constructs derived from thi Mf sis of previous

competing models, namely (1) performance expectancy ( ch i,s comparable to
relative advantage in DOI and perceived usefulnessin T. 2)e oWancy (EE)
3

(PEOU) in TAM @Yc;:im

i% B/D@E and (4)

d fnﬂm in T@TPB. Three

out of the four core constructs were an} as direct rmi@g of Bl while the

fourth construct (i.e., facilitating%wlitions \S\Vyp tj{éi'zed to be a direct
N,

determinant of actual usage. Fu%re, fﬁ the

main constructs will be mo hy g,

(Venkatesh et al., 200 ' 0’
4 ’ &
UTAUT has@ ext\eg:\éw\ tiliz y researchers, particularly in the
Information Temq ad i ldin @rge contexts. Studies have applied the full

which is like complexity in DOI and perceived ease

influence (SI) which is comparable to subjecti

facilitating conditions (FC) which are part

ostu.élzs that the effect of these

E=]

, experience, and voluntariness of use

¢
model (Buh ick, 2013), hJs @ studied only the main effects (Odeh, 2019;
NN
Seid & W€ssa, 2012; Byno I, 26@, some have modified and extended it (Ebrahim
& Nai , 2019; Raza, Shah @1‘ 2019; Martins, Oliveira & Popovic, 2014; Borrero,

%ai, Javed & Page 2014; Liew, Vaithilingam & Nair, 2014; Dasgupta & Gupta,
6 ), while another group have integrated UTAUT constructs with other
ehavioural/adoption theories (Ikumoro & Jawad, 2019; Abbas, Hassan, Asif, Ahmed

& Haider, 2018; Oliveira, Faria, Thomas & Popovic, 2014; Miltgen, Popovic &
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Oliveira, 2013). In the Islamic finance adoption field, researchers have employed
UTAUT to examine Information Technology adoption (Igbal, Jose & Tahir,

Raza, Shah & Ali, 2019; Kholid, 2019; Thaker et al., 2019) as well as info sin
other Islamic finance settings (Bouteraa, Hisham & Zainol, 2020; ka et al.,

2020). Y'

In sum, most studies that have employed UTAUT have fmits validity and
|K B

predictive power, particularly the core constructs, in ex I'and actual use.

in p dw and use
@
9
hers

((Dwivedi et al. 2019; Venkatesh et.al., 2016). A pla reason cit b)' r&@?c

Nevertheless, fewer studies have applied the full mo

for modifying, extending, and integrating UTA rutS\igt e @E original

2

all r ch contexts.

hip@t were confirmed

ﬁts main constructs to

hypothesized relationships of UTAUT lw t

Furthermore, the model overlooked s S|gaficant relati

previously (i.e., facilitating conditi%fect (ﬁc&i

technological and contextual = egle%tmg kson lings such as religious

&

orientation and risk percepue' ; th ma’ vide a r@xplanation of user adoption
and use of innovations% i etal. 2019; ehkv@h et.al.2012).
2

F &
In recent ti w@earcrl shif%l.heir attention from strictly applying
general theorie |o ‘H&e co cific &%ﬁ’ries that focus on detecting appropriate
predictors agag@ide

P |
- \ - -
enrich % the' theo&. New research contexts can alter the original

/

o

in-d th"un@(aanding of a vital phenomenon and thereby
_ L 9

thearized, associations betwp@{%éonstructs by making certain relationship paths

i% uential, inverting the relationship paths, moderating the strength of theorized
atns,

adding new relationship paths to the original model, and even removing

onstructs deemed irrelevant to the specific research context (Venkatesh, Thong & Xu,
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2012). Hence, based on the above-mentioned reasons, this study integrates a subset of

constructs from UTAUT with other relevant behavioural/adoption theories (i.e.w

Diffusion of Innovation theory (DOI) was first propounded bRogers in 1962.

2.6.4 Diffusion of Innovation Theory (DOI)

DOl has been applied in a wide range of research settings and Qad E en to be a robust
noy Ba

model in predicting the adoption of innovations (Talukder, (1& Hayat Malik,

al., 1.7,\1\34 Yahya &
Yw

-3
3: Gefrar C]un ham,

2019; Al-Rahmi et al., 2019; Wang et al., 2018; Mahdz

Junaina, 2017; Yahaya et al., 2014; Thambiah et al.

2003; Tan & Teo, 2000; Moore & Benbasat, 1 1).T\h€t pos@ﬁes that it

s ogers@&} outlined 5
ple>@%bservability and

is the features of an innovation that affect

key features as follows: relative advanNapatibility,

trialability. The first three main featge genen\'r&%p go@\/ariety of innovations

N,
both tangible and intangible on% 26 ; rnatzk@ Klein, 1982). However,
the last two attributes mos m tc, and o@rvable innovations (Rogers,

w

-

(
2003). (') p . %Q

DOI has bee ed by [ s to y innovation adoption both at the

individual (Mahdzan"et a ip, @é & Junaina, 2017; Jamshidi & Hussin,

I,
¢

!
2015; Yaha % 2014; Tha iaﬁ e@cl;,)sz%; Gerrard & Cunningham, 2003; Moore
%v N
& BenbaSa 1) and ';atio level (Hsu, Kraemer & Dunkle, 2006; Zhu, Dong,

Xu &emer, 2006; Bradfor Florin, 2003). The original DOI theory has rarely
Y

b%%@lied by researchers without some form of modification, extension (Mahdzan et

G 017; Latip, Yahya & Junaina, 2017; Jamshidi & Hussin, 2015; Yahaya et al., 2014;
hambiah et al., 2013; Gerrard & Cunningham, 2003; Moore & Benbasat, 1991), or

integration with other behavioural/adoption theories (Jamshidi & Hussin, 2018, 2016;
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Zhu, Dong, Xu & Kraemer, 2006; Bradford & Florin, 2003; Tan & Teo, 2000; Moore
& Benbasat, 1996). Generally, most studies have shown that the DOI co ?EK
particularly relative advantage, compatibility, and complexity are consiste dto
innovation adoption decisions (Jamshidi & Hussin, 2016; Gerrard &'&@nlngham,
2003; Moore & Benbasat, 1996; Tornatzky & Klein, 1982). AIthouMDOI model
has been used extensively to explain innovation adoption bMur, it has been

criticized for considering only the attributes of innova % iti perception by

potential adopters. External influences such as socialpressu Wernmental
support that have a significant influence on potential ers are not ns’dg@n the

model (Lippert & Govindarajulu, 2006; Al-Zouki

Y, h@bl model

cannot sufficiently explain innovation adoption

present study integrates DOI i E )ppropria from  other
behavioural/adoption theories and cﬁgﬂts (i.e., ) t |;Q}stlgate general takaful
adoption among MSMEs owne ers i mNort est N{(Eé

.‘
Diffusion of l vatlon tr sele as the main theory for the study due

2.6.4.1 Justlflcatl% oos:JDiff S|dn novation Theory (DOI)

to the foIIowin (J

o FISL(‘@ stu y er EJ aful as a new idea relative to conventional
% nce if textﬂh\llgerla Rogers DOI theory is the most widely

Aused to study new@ uct adoption across many fields (Jamshidi et al.,
‘%\ 2015). Furthermore, Eastin (2002) recommends that the concept of
0 innovation should be investigated based on its characteristics. Consequently,
this study will use DOI constructs to establish the concept of takaful (as a

new idea) in the Nigerian context. Additionally, the researcher believes that
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takaful benefits (relative advantage), the lower level of understanding
(complexity), the fulfilment of current needs and values (compatibili?ﬁl
influence the adoption of takaful among MSME owner-manageeq\

e Second, although, theories such as TRA, TPB have been use y takaful
(especially family takaful) the constructs are consideredftoo broad and

general. The theories do not specify specific operatignal faetors to be applied
;d t

practically in addressing adoption behaviour as c' DOI (Mandari,

2017; Husin & Rahman, 2013). .\d‘
Yv

<D | S
265  Religious (Shariah) Principles 4 \,‘T

The influence of religion on finance@n-g i nd co@;‘u;s to play a

major role in the financial choices 'muals, organi
ckﬁaw financial activities
N

across the globe. Historically, reIi@s‘actors @\d. ta

were conducted. The emergenc-%ﬂode n secular eczi'@ies, particularly those of
e

Europe and the US diminis? anT e ofreligi nﬁh financial activities globally

(Alderman, Forsyth , 2017). riﬁg@ heydays of each of the three
4 ¢ &

Abrahamic religio wigionl \rhe don&m force regulating and influencing

; to@&he influence of religion on financial

financial activities. twit

NK :
decisions a Eﬂm’es isjon
e

el

isef p(rzi?ularly in the Muslim population around the
world. 0 ve prs.&\pted new banking and finance models, products
and ices that will cater @fe rising demand for religion-compliant financing
( \han, Forsyth & Walton, 2017). The Islamic Shariah (law) principles prohibit

ertain financial activities considered legal in conventional finance such as charging of

terest, excessive speculation, gambling, investing in unethical business ventures,
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among others. Therefore, a religiously minded business owner may be inclined to
patronise financial services compliant with his religious principles.

Furthermore, several scholars have underscored the significance (of ying
Muslim consumer behaviour through the lens of an Islamic Worldview&qa, 1980;
Kahf, 1980; Naqvi, 1981; Khan, 1984; Choudhury, 1986). For instmahf (1980)

highlighted the strong positive correlation between Iman (i.e., levelhot faith or belief)

and consumption behaviour. Additionally, Naqvi (198 ;d that the Muslim
usli iw by three

"2y
ariah. Sec ,ﬂo@ption

du{ I cons@ﬁption of
, Khau@gg'@ contends

that a Muslim consumption and spendi eﬁaiour ental 0 as@fs. First, a Muslim

consumption behaviour in stark difference to the no

principles. First, the compliance of products/service

behaviour are not based on greed for e

products/services should have good effect amn,oth

spends and consumes for his indivi@ﬁeeds an Wd, &4p ds to meet the need

N,
of others. This second aspect i%y errf'phasi in <Iﬁ;ﬁic-based insurance (i.e.,

/t

takaful) where participants Mtet ually assist.gach other in the event of loss.

%: (]ed |mp£10e of an Islamic worldview

guided by “taqwa”& an @1 aspect of a Muslim’s consumer

behaviour. Her\éﬂﬂ [ @ﬁer behaviour without considering the
Islamic worl gﬁ@mll i @ete picture.

S@ﬁiri@%s in b%vioural/adoption literature have confirmed the

imp&re igion on individ@hd corporate financial behaviours and preferences

( Hati, 2017; Baxamusa & Jalal, 2016; Obeid & Kaabachi, 2016; Abdesamed,

& d Wahab, 2015; Jaffar & Musa, 2014; Sun, Goh, Fam & Xue, 2012; Abd Wahab

A

bdesamed, 2012; Amin et al., 2011). Organizations are formed by individuals with

different religious biases and commitments. Those at the helm of affairs in such
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business enterprises determine the financial preferences and choices of the business. An
MSME owner-manager’s religious bias can influence financial decisions rel?’o
sources of finance, method of financing, capital structure, investment, @ncial
services preferences (Alderman, Forsyth & Walton, 2017; Mansour i, 2014).
Therefore, this study examines the moderating influence of religiasity on MSME

owner-managers behavioural intention towards general takaful iM—West Nigeria.

2.7 Studies on Takaful Adoption .\d
Y
i the

Recent developments in the Islamic finan ustry 'hav prbq@

h% ew d‘zﬁterest in
: theTas cade @‘;n the most

pse @e global financial

% eral organizations and
N,

proliferation of research studies. The past thir

Islamic finance by researchers worldwide. W
dramatic increase in research works in leld” With t
system in 2008-2009, the interest@jolicyma\&,
researchers were kindled to an gltern ive ﬁ(y
sustainable, robust, and resi 'hhus, im rtanc% the Islamic financial system
was noticed during t@nciﬁl"cris'
NN

various aspects of t stem. l

al system that will be

thes@ triggering research studies on

atter&iaﬁ( in the Islamic finance literature is the

!
adoption, pEﬁG@ and use_of Iaﬁiiﬁ?ance products/services. As the development

N
and gro% he Islamic Pance@ket hinge on its adoption and use; it warrants

Yv
speq’;&ention by practitione\ns}rld researchers alike.

\hkaful (Islamic insurance) is one of such Islamic finance products that have only

ecently gained scholarly attention, particularly related to its adoption and acceptance
y customers. In recent years, there is an increase in the number of studies in takaful

adoption and acceptance. These studies can be classified into three main research
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streams: the first stream of studies applied economic and socio-demographic factors to
study takaful demand and acceptance, the second group studied customer perw
and awareness of takaful, while the third group employed marketing and \oural

theories to investigate factors influencing takaful adoption (Khan et al.ﬁ;@.

2.7.1 Studies on Economic and Socio-demographic Fagtmluencing

l

This research stream concentrated mainly on the ence ofWic (macro
23

| | | M
&micro) and socio-demographic factors on takaful d. These s |e' f&@us don
the factors influencing takaful demand from the ic % aph irwﬁ-rspective
if & aairi_élg;' Gustina &

Abdullah, 2012; Redzuan et al., 2009; id aal., 2009): nifi@%factors related to

takaful demand identified in this str include |@\ne

%s 'E\banking development,
N,

n&;@/ size, tax consideration,

, education, urbanization,

Takaful Demand

(Akhter & Khan, 2017; Sherif & Hussnaini2017;"Sh

inflation, young population, un

bankruptcy cost, compa
dependency ratio, GD%;ita, a
4

family takaful dem (Sherif

ng t;érs@me of these studies focused on
Ny

in, gp Sherif & Shaairi, 2013; Gustina &

Abdullah, 20123Re net:

¢

(Salleh et al Q@ lbrahim et 4l
takaful (d((),kentiqﬂ

wh@(hers focused on general takaful demand
.,'EOJé(;;aamid et al., 2009). Other studies compared
NN
Pnce and (Akhter & Khan, 2017; Akhter et al., 2017).
hermore, some stu@éxamined both demographic and macroeconomic
f%NAkhter & Khan, 2017; Sherif & Hussnain, 2017; Sherif & Shaairi, 2013;
Gustina & Abdullah, 2012; Yazid et al., 2012), some investigated microeconomic

ctors (Salleh et al., 2018; Ibrahim et al., 2015; Hamid et al., 2009), while others

focused only on macroeconomic factors (Redzuan et al., 2009). Moreover, quantitative
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method and secondary data were used predominantly in this research stream (Akhter &
Khan, 2017; Sherif & Hussnain, 2017; Sherif & Shaairi, 2013; Gustina & A ,
2012; Redzuan et al., 2009; Hamid et al., 2009). Most studies were empiri@ few
exceptions (Salleh et. al., 2018; Yazid et.al., 2012 Rahman, 2009). Belm&summary

of relevant studies on takaful demand based on economic and demom variables.
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Table 2.8: Summary of Relevant Studies on Takaful Derrw
N,

Author/ Country/ Takaful . . Nl o
SIN Year Region Type Main Variables ;Ké@dology Findings
g Income has a positive
uarRa?ve Secondary data  INluence on family takaful
Redzuan et al. . . Macroeconomic (external) y demand while interest rate &
1 Malaysia Family takaful ries data 1985- -
(2009) factors stocks have a negative
Multlple regression. . . S
significant relationship with
family takaful
Income, education, Muslim
2 Rahman (2009) USA N/A population & social struct C n::%tf‘ p&g?r N/A
, ?‘ A’ Leverage, bankruptcy cost,
. . L titamX’ . Secondary data tgx con3|derat|o_ns, company
Hamid et al. . Microeconomics (inter I) size & managerial
3 Malaysia General takaful anel a). General least s
(2009) factors \, °\ s Seqression ownership influence
Co) q g ' corporate demand for
@) takaful,
; ; Y
4 Yazidet. al Malaysia Family takaful Socio- demoﬁgﬂc &3376%¥'°)@ev.ew paper N/A
(2012) factors e )
& GDP per capita, education,
Gustina & . . Socio‘:—se graphi co@c Quantitative. Secondary saving & religion are
5 Abdullah (2012) Malaysia Family takaful faetor r I 0 data. F-test & T-test. significantly related to
t\ - family takaful demand
4 \V" 'C}/ Quantitative. Secondary Income, education, Muslim
Sherif & Shaairi io-adm hioBreconomic data. Ordinary least square population, Islamic banking
6 (2013) Malaysia Family takaful clors P o (OLS) & generalised method  development & dependency
(\: ‘,' of moments (GMM) ratio are positively related to
- () technique family takaful demand
Malaysia \:' l /7 N General takaful demand was
7 Ibrahim et. al Gener &ul ‘E. ofal fagtors Quantitative. 278 SMEs influenced by tax
(2015) (Microee_q;omlc variables) sampled. SEM technique. considerations, growth,
N N leverage & bankruptcy cost
‘
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Table 2.8, continued

Author/

Country/ Takaful

ﬁgy
L

SIN Year Region Type Main Variables Findings
s Islamic banking deposits
ua e. Secondar ; ’
. c? ta gzltivariate anaI;//sis education, dependency rate,
Sherif & . Socio-demographic & economic ' . L female life expectancy &
8 . MENA Family takaful bootstrapping & generalised - )

Hussnain (2017) factors od of moments (GMM) Muslim population are
positively related to family
takaful demand.

itative. | data . L .
_ etii @ross 14 mflatl_on, income, education,
9 Akhter & Khan ASEAN & N/A Macroeconomic & dem i s from 2005- urbanization &dependency
(2017) middle east factors ® (haviftg takaful & ratio are significant factors
Y. S na? insurance) influencing takaful demand
South Asia, 8 I Factors related to takaful
10 Ak?ztgrl%. al ASEAN & N/A llc\;l;%rroseconom@mgrap Q@sﬂj%ﬁ? Panel data include income, education &
Middle east c ‘2\? 'é% savings rate.
-_ L]
Capital g%ﬁciﬂg m a &Q“_}
expectN'ty th &
11 Sal(l;zgltg). al Malaysia General takaful Conceptual paper N/A




From the summary of studies on takaful demand certain patterns emerge. First,
studies on takaful demand emanate from regions where the takaful sector is de
such as the Middle East and ASEAN regions. About 70% of these studies @ne in
Malaysia. Second, more than 90% of the studies used secondary data&Lhird, both
economic and demographic factors are significant determinants of takaful demand.
Fourth more than half (55%) of the studies are on family tak%@nd. Finally, the

studies neglected to include behavioural factors to examine akafrl demand and

acceptance. \d
23
N4
| S
2.7.2 Studies on Perception, Awareness feren{ afl.lk‘/msurance
The second research stream focusedson gusto eptiong;reness, and

by 2@Ustaoglu, 2015;

Kamil & Nor 2014; Ismail et al., Zoehyatsawa 301 ,@hter & Hussain, 2012;
5. 0
Swartz & Coetzer, 2010; Maysami illﬁms, ). of the literature in this

&
research stream is explorat }One 1 lest @s in this stream, Maysami &
Williams (2006) founr%; awareness }dka@among Muslims in Singapore is

d &
very low. They awnd cl wargss of takaful is related to religious

perception. Muslims with [} 'iefs é%nore aware of takaful than those with

conservative &@. Ad pti‘ng si&iltr)) sition, Swartz & Coetzer (2010) argue that

the Iow% ss of tak nega@y influences its growth. Similarly, Akhter &

Hussain(2012) and Ustaoglu Q@S) reported that there is low awareness of takaful in

‘%\ and Turkey, respectively. The study by Akhter & Hussain (2012) also revealed
G ducation is strongly related to perception and awareness of takaful.

Equally, other researchers in this stream focused on factors related to takaful

preference. For example, a study by Matsawali et. al (2012) revealed that takaful
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awareness is low in Brunei, however, the majority prefer takaful over conventional
insurance. Furthermore, Ismail et.al (2013) used a case study approach to exp

awareness level of takaful among micro-enterprises in Malaysia. The stu out
that a strong relationship exists between takaful awareness, education IeﬂA,qcertainty,
perceived benefit and takaful uptake among micro-enterprises. The SWSO revealed
that micro-enterprises have low awareness of takaful. Howev. er & Nor (2014)
using in-depth interviews found out that takaful custome mi'h awareness of
takaful. The study also revealed a strong relationship b en a a:bnegderception,

ce. Likewj ,W:@YUI-

invesfi ctorsﬁ"luencing

, reli@'orientation,

is <<r'nmary of studies
O

religious motive, the role of agents and takaful ac

Hameed et. al (2017) employed a quantitative
takaful awareness in Pakistan. Findings revealed
and distribution channels influence ta %@reness.

on takaful perception, awareness, arﬂgsference.\T

e,
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Table 2.9: Summary of Relevant Studies on Takaful perception, Aware

& Preference

N
SIN Author/Year ng;ggl Main Variables MethodologyAc*) Findings
S -
Maysami & . Awareness & religious Quantitative survey. Contingency Ta!<a_fu| AWareness 1s rglated o
1 Williams (2006) Singapore perception table religious perception with conservatives
having low awareness
5 Swartz & Coetzer N/A Awareness Conceptual pa i Low awareness impedes the growth of
(2010) \l 2 takaful
.
Akhter & Hussain . Awareness & demographic Quantitatigg. 150 inqura g Education influences income,
3 Pakistan . custom crlpt e statigti \
(2012) variables Chi- squ ost. perception & awareness of takaful
2o/ X
4 Matsawali et al Brunei Awareness .D i Although takaful is preferred there is
(2012) low awareness of the concept
Awareness, uncertainty Awareness, education, uncertainty &
5 Ismail et.al (2013) Malaysia education & perceived percilvedhbenegts |:1fluence It agz?ful
benefits uptake. The study also revealed low
; awareness of takaful.
Y Q\"V Findings showed high awareness of
Kamil & Nor awareness, perception, I % takaful customers. The study showed a
6 (2014) Malaysia religious motive, of Q Iifan@‘ In-depth interview. strong relationship between awareness,
agents \" "Co perception, religious motive, the role
\ ] \ — of agents and takaful acceptance
& Findings showed low awareness of
7 Ustaoglu (2015) Turke Awarenes ’?ucat l ‘%uantltatlve survey. Chi-square & takaful. Religiosity was positively
& y rellglos 4 bc o0ss-tabulation associated with takaful while education
) was inversely related to takaful.
Waseem-UlI- Aw SS9, dIStI; buion’ YS Quantitative survey. Questionnaire. A Takaful awareness was positively
8 Hameed et. al Pakistan ch Is, education & c.,\’ sample of 300 respondents. Multiple  related to distribution channels,
(2017) LQLQO sorientation regression. education & religious orientation

hd

S



From the above table, the summary revealed that 6 (75%) out of the 8 studies

reviewed were conducted in South Asia and Southeast Asia. Other less explored
where takaful has made in-roads need to be studied. Furthermore, most o(%hudies
are exploratory (88%). A mixture of research methods has been use rising of
quantitative (62.5%), qualitative (25%) and review paper (12.5%). Me'quantitative
studies only 1 study (Waseem-UIl-Hameed et. al., 2017) used a more*sophisticated data
analysis technique (multiple regression), the rest employ: ms tistics for data
analysis. A more rigorous data analysis approach is needed to e aw‘ction and
inform practice. Additionally, religious factors, edu , distributi ct'ar@were
reported to have a strong relationship wit I % pre@ﬁgﬁce, and
acceptance in most of the studies. Howew er p@{tin consuéervbehavioural
: &

factors were not considered in these s S. O

\ Y
&

2.7.3 Studies on Behavio%tors’?nflu cing @ful Adoption

The third research Sliihed e co¥ and behavioural intention
theories to investigat% adc:i#;ebro@s in this research stream have

4
applied various be N{ral facit mark
t

across a variety,0f settings:

&
ﬁng concepts to study takaful adoption

fes applied in this stream include TRA

!
(Hasyim, 2018;"Siala 2013; Ra G:A@(}RZOM), TPB (Kazaure, 2019; Mas’ud, 2017;
% N
hman 20£6a; ‘sin ettl?2016) and DOI (Ali et.al., 2019; Shaikh et.al.,
201@habi & Ayedh, ZOlwinde & Echchabi 2012). Notable factors influencing

t \hadoption include attitude, subjective norm, perceived behavioural control,

d eness, religiosity, uncertainty, trust, relative advantage, and compatibility. Below
a

summary of relevant studies on takaful adoption.
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Table 2.10: Summary of Relevant Studies on Takaful Ado

N,
Author Country/  Takaful/Insurance Theory/ &@? .
SIN [Year Region Type Main Variables Meti& y Findings
e Findings showed that subjective norm
Y. significantly affects life insurance
omar & Quantititive, uptake. Also, the difference_was _
: observed across demographic variables.
Owusu- Nigeria  Life insurance TRA uzwmlre. 240 non- Besides, perceived unreliability
Frimpong uofasampling. T- o e bias, fatalistic belief,
(2007) t and multiplé regression p S '
W. affordability, lack of knowledge and
\‘Z' reliance on external support negatively
é qy | ._{') affects life insurance uptake
T \,‘C Specifically, age, marital status,
tat escriptive educational status, profession,
2 Yusuf et. al Nigeria Insurance DV (atitude) Iv (demow st tlcs ‘g\estlonnalre household income—all have a
(2009) variables) d A . .
ents. T-test significant impact of varying degrees on
attitudes towards insurance.
\—) o ,37 ' gﬁ%ltatlve survey.
Rahim & . TRA+ Amo nformatio stionnaire. sample of TRA constructs & AOI influence
3 Amin (2011) Malaysia  Takaful (AOI) Uﬂ\ 6 bar}k customer§. Islamic insurance acceptance
convenience sampling.
‘ .T I ( Q Multiple regression
7 & "Co Quantitative survey.
Ayinde & Mo MDOI' a ness Questionnaire.66 Findinas showed onlv compatibilit
4 Echchabi Malaysia  Takaful C ibili , Q«x respondents. Probability Was Si gnificant y P y
(2012) e%utai ty, S lnfLLgemce sampling (not elaborated). g
., 7 - (. SEM. One sample t-test
\kf | ) The study revealed the need for
5 Usman (2012) Nigeria Micro takaful % s f 4 N/é\ Conceptual paper awareness and customized takaful
N \ AN products
‘“ \"7

N
N
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Table 2.10, continued

Author Country/ Takaful/Insurance Theory/ ggy _—
SIN /Year Region Type Main Variables Methﬂ Findings
g Factors affecting insurance penetration:
Abdullahi N Quantitativ?ﬁscriptive illiteracy, religious beliefs, social
6 (2012) Nigeria  Insurance N/A statistic influence, affordability, uncertainty,
income & perception
Husin & The review identified the most \< The review proposed a decomposed
. relevant constructs based on g version of TPB and identified potential
7 Rahman N/A Family takaful d daf K tUre review d ligiosity. knowled
(2013) DTPB and proposed a framewor w mo erators_(re |g!05|ty, nowledge,
to be tested. ¢ v demographic & situational factors).
TRA: attitude dimension with Quantitati r(/ey\i" F|r_1d|ngs ShOW?d ’gh_at the antecet_jents of
L 3 . attitude were significant, and attitude
. L antecedents of religiosity & .208/Muslim .
8  Siala (2013) UK Islamic insurance i - further influences the endogenous
Religious centrism and 2 DVs ts. @f for data .
. constructs (price tolerance & word of
word of mouth & price tol S
B mouth)
& —
Coolen- N nitaive survey. sl inurance 1 low & porcived
9 Maturi UK Islamic insurance Awareness &perceivgd benefit \ bility sampling benefi her th liai P )
(2013) oorive statistics benefits rather than religious motives
6 o ¥, influence demand.
—— Qe - - -
- Marketing and N dame <<, Ma_rkepng and advertisement, image,
Arifin et. al . . social influence, products & services
10 Malaysia  Family takaful image, social nce, products terature review .
(2013) . were proposed to affect family takaful
& service S
z demand
\‘V C}/ Findings showed that personal
Turner et al . Lo Behavi condepts-and % Quantitative survey& field  experience significantly influences
11 Pakistan  Micro insurance & . . d e
(2014) exp tilit N experiment insurance demand. While religion was
\ yB i (J not significant
' Quantitative survey.
: Ol Questionnaire.66 _— -
Echchabi et. . g'm/a £s - Findings showed only compatibility was
12 al (2014) Tunisia  Takaful patl Rel respondents. Probability significant

ncertalnty, SOCI sampling (not elaborated).

SEM. One sample t-test

s
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Table 2.10, continued

AV PLS SEM

Author Country/ Takaful/Insurance Theory/ Gﬁ? _—
SIN [Year Region Type Main Variables Methﬂ Findings
. Quantitative survay. Pilot . .
Salman& . DOI theory: push-pull factors Push-pull factors are important in
13 Htay (2014) India Takaful influencing takaful adoption study._30_ resgpnaents. influencing takaful acceptance
) Descriptive sfatistics
itative/survey.
. - alre.123
Echchabi, & Modified DOI: awareness, - -
14 Ayedh Yemen  Takaful compatibility, Relative ADV, s P robability F_'”d_"?gs showed only compatibility was
. S orated). significant
(2015) Uncertainty, social influence Et-test &
wayJANOVA &
\‘;’-‘\ Findings showed that awareness,
Yusuf & N o government support, trust, image,
15 Babalola Nigeria  Takaful N/A .IS\ 1ew marketing & advertisement are key to
increase takaful uptake
awareness, government support, image,
Fadun - marketing & advertisement, customized
16 (2015) Nigeria  Takaful N/A géual Paper products are key to the adoption of
6 ,\c} takaful
o e " titative.
Maiyaki & N Attitude (DV ahnene sa{ ggs;tionnaire. 384 Findings showed all 1Vs were
17 Ayuba Nigeria  Takaful - L
(2015) perceptiony(l I 0 mployed respondgnts. significant
z » .~/ Judgemental sampling
4 U7 T/ Quantitative survey.
18 Husin et.al Malavsia  Familv takaful TPB ?ﬁql foclis oMWWM, DQ& Questionnaire. 384 All factors were significant in
(2016) Y y &SubjeCtive n entigﬁv Nonusers of takaful. explaining intention
% Le Dl & Convenience sampling
‘ - 4 - o
Husin & I )K @ ngn_tltatlve survey. 384 Findings showed only subjective norm
. . awareness n@}edge+ Individual non-users. Y SIulE
19 Rahman Malaysia Family takaful %osur\g f; Convenience samplin and awareness were insignificant
(2016a) : - plng. towards intention to purchase takaful
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Table 2.10, continued

Author Country/ Takaful/Insurance Theory/ gg) _—
SIN [Year Region Type Main Variables Metht& Findings
5 o Attitudes, PBC, knowledge, and
Husin & DTPB: Quantitative'survey. 384 exposure have significant Influences on
. . ' Individual non-users. purchase intention. However, this study
20 Rahman Malaysia Family takaful awareness+knowledge+exposure+ Conveni sampling found the path from  religiosity
(2016D) WM+MM+SE+FC PLS,S awareness, and subjective norm to
L , intention was insignificant.
titative. ¢ %
Sheik & . . DV (adoption intention) IV? s U?SF'O el 4’?0 S All 1Vs positively influence Islamic
21 Somalia  Islamic insurance (Knowledge, awareness, attitud individ ohdents. . -
Jama (2016) : insurance adoption
& perception) 0 ing.
Q SRS Itiplegregression
\4 R ‘ .. .- . .
29 Hassan et. al Kenya Health insurance Religious beliefs \/ QUa atlv@escrlptlve !:mdlngs showed that religious reasons
(2017) ' f§< influence the uptake of takaful
. . titative survey. Findings showed that PBC, attitude, risk
23 Mas’ud Nigeria Takaful ngég;icr:w;fnfgéum Itve nor \gu ﬁ%naire. 129 vulnerability have significant influence.
(2017) g vuInerabiI?t (] AL ents. Convenience Risk vulnerability moderates this
Y o \} i; ling. PLS SEM relationship
Extended DTRB,i udriF %\
Aziz et.al . . moderatogvariables (knowlgdge,
24 (2017) Pakistan ~ Family takaful awarenes%losity onfidlen 22}0‘ Conceptual paper N/A
& demographic) =~ Y (O
Al Mahi et il S . .
25 al (2017)' N/A Takaful Religios \ o Literature review N/A
[d [ ) L




T.

Table 2.10, continued

Author Country/ Takaful/lnsurance Theory/ g@ -
SIN [Year Region Type Main Variables Methc& Findings
Quantitativ: su%/ Findings showed that the level of
Questionnai espondents awareness & understanding of takaful is
include atlons & low especially among SMEs. There was
organi which also a low market share for general
Mokhtar et Awareness, perceived advantage,  include oth business and takaful as against  conventional
26 al (2017) " Malaysia General takaful complexity, social factor, Shariah 246 insurance. The main drivers to subscribe
compliance & reputation onse MI to takaful or insurance are perceived
Data were an d advantages & lack of complexity,
criptive gﬁ& familiarity & reputation.  Shariah
orrelation wher erey- compliance and social factors were not
v~ appropr v\~" the main motivators.
i meth@‘{ urvey & - .
27 Sallen etal Malaysia  General takaful Prospect Theory d group discussion Findings sh_owgd High cost deters SMEs
(2017) With SM from adopting insurance.
. . DTPB + Financial Literacy &
28 N?;'éle;')al Malaysia g:silmstgrkzr;ﬁf& Spiritual Intelligen on Nual paper N/A
y Moderator &
QQ%(ntltatlve . L
Khan & v (awarenes reI |o uestlonnalre 204 Flndlngs sho_wed_tha_t _rellglos_|ty, trust,
. . and satisfaction significantly influence
29 Siddiqui Pakistan  Takaful satisfacti rch se espondents customers of . -
takaful adoption while awareness does
(2017) intention) msurance companies. not
,\ ,‘\ Multiple regression '
: Quantitative survey.
du t Diffusfon t 60! Questionnaire. 909
for es argexplore d and Policyholders as Findings showed that internal forces
30 Salman et. India Takaful e i s and respondents. Non- recisely innovative mind, religion &
al (2018) “Musli takaful probability sampling. P Y : €119

eference is expl based on

innovativeness '{‘)

Factor analysis, regression
and T-tests were used for
analysis

education influence takaful adoption.
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Table 2.10, continued

X

Author ~ Country/ Takaful/Insurance Theory/ gg)\ .
SN /Year Region Type Main Variables Methcﬂ Findings
Hasvim Quantitativ, sumy. Findings showed that the TRA model
31 y Indonesia  Takaful TRA Questionnairg” 100 was significant in explaining Bl &
(2018). .
respondénts. PLS SEM actual behaviour
Adamu Q nt@%. Survey. 288 Findings show only awareness &
32 (2018) Nigeria  Insurance TPB+ religion & awareness @ { re?pondents. attitude are significant in insurance
iple regressi patronage
. . ek“\' s
Chishala., & Cost, awareness, government uantitative. '\Tc&%me
33 Kabwe Zambia  Insurance policy, uncertainty & perceived statistics. 1 SMES All factors were significant
(2018) benefits o e&as 've d \J‘T
A \mitati&/‘}‘@rvey of
C.}, 'ﬁ\ser Ind ;Jgg;Sb?I]ict all variables were +vely related to
Hassan & TPB= Relative ADV+ “' sz[a)m le of 3}/45 takaful adoption in both groups. Lack of
34 Abbas Pakistan ~ Takaful Compatibility+ Sociat Influen \ 'aire bFi)nar " awareness dominates the market and
(2019) +awareness+ religi : . y suspicion of takaful as a shariah
@ logistic regression used due compliant
. to% binary nature of phiant
___\ ] gependent variable
i ; oﬁuantitative survey.
Raza et al TPB: Rel% V+ 5 & &, Questionnaire. 305 All variables were significant except
35 (2019) " Pakistan  Takaful Compatiility* +awareness+ (_” individual respondents. RISK which has a negative but
+Ris @ %% Convenience sampling, insignificant influence on intention
‘\‘ ) :\ L O PLS-SEM for data analysis
") J 5 4 (:7 Quantitative survey.
. Gb' . Questionnaire. 365 .
36 Alietal. Pakistan  Takaful Pl = “a a@ss individual respondents ‘that E_Xte_nFjed DOI variables were all
(2019) ligiosit X significant

L

N are takaful users. AMOS-
\C'7 SEM for data analysis

S
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Table 2.10, continued

Author Country/ Takaful/Insurance Theory/ g@ _—
SIN [Year Region Type Main Variables Methtﬁ Findings
DOI: relative adv, compatibility, Quant_ltatlve survey. — how th lexi
_ complexity, religious belief & Questionnal _ 2 non- Findings s _owt at complexity and
37 Shaikh et al Pakistan  Family takaful AWATENess ’Age gender & users ofdamily takaful. demographic moderators were not
. ; onvenienee sampling. significant. All other factors were
(2019) education Was ||,wcluded as ¢ ! l ignifi All other f
moderators A O%EM was used for  significant.
dat sis)
s . . ‘ Findings showed that trust fully
;Itseigi:rfgtxﬁe?:jeezi;oyf(;?tli)t/u;e Quantitative ey.\vz- mediates btw attitude & religiosity.
Aziz et al. . . include religiosity, trust, _I’S?f) k_noyvl_edge & use_fulness have a :

38 (2019) Pakistan  Family takaful knowledge & PU. Trust also 224 significant direct influence on attitude
mediatesgbtw reli.iosit & I samplin while attitude influence intention.
attitude glosity M {\\':" Religiosity direct effect on attitude was

insignificant
Q Findings revealed that attitude, social
\ tl.ti e survey. influence (SI) and perceived behavioural
Cj ™~ u tignnaire. control (PBC) have a significant direct
39 Kazaure Nigeria Islamic health TPB with aware odbrat Propertionate stratified influence on takaful acceptance intention
insurance ing. Convenience among  microenterprises in  north-
(2019) g i ing. Conveni i ises i h
- pling.Multiple western Nigeria, while awareness does
I %egressmn not. Awareness also moderates SI &
C.-\ LD AR PBC but not Attitude
Kirfi, 7 F Questionnaire. 400 N -
Abubakar, - TPB+ sefulness! &\I us%('} respondents. Stratified TBP constructs all positive + religious
40 Nigeria  Takaful ; - obligation while usefulness was not
Audu & obll 44/ simple random sampling. sionificant
Baba (2019) | PLS SEM g
Bhatti & ‘S Quantitative. 175
41 Husin 2019 UAE Family takaful % PB ( ami akgé/as DV) individual respondents. TPB supported
SPSS. Multiple regression
42 Dandago et Nigeria  Takaful TPB Awareness\%ilglosny, trust %gaggéf:]\{:'gil\ﬂdsiz\?el Findings showed all 1Vs were
al (2020) g (IVS) & Patronage (DV) P -rurp significant

sampling

S



172

Table 2.10, continued
&

Author Country/ Takaful/Insurance
[Year Region Type

Theory/

SIN Main Variables

Findings

\ 4
Methoi@
Husin & 4
43 N/A SwoT %ZS

(?gzrgg) Malaysia  Micro takaful Qualitativestudy

Findings revealed that: affordability,
optimism bias, lack of awareness and
complexity of products, regulatory
support influence takaful adoption
among SMEs

N 5]
\g A
Firm characteristic rﬂ ﬁative. 384 SME
d
itre

m Musah et al Ghana

(2020) Insurance

characteristics | are ents. Descriptive &
influence (nodahqe S) pre gression
£

N

o

Findings revealed a moderately high
level of insurance awareness among
SMEs in Ghana. With regards to the
variable that affects demand for
insurance products, the results show that
premium flexibility and nodal agencies,
as well as knowledge of insurance by
the owner or CEO and expectations of
businesses, are positively associated
with demand for insurance by SMEs.
The study further showed that the level
of education of the owners along with
the sales or income level of the business
is positively associated with the demand
for insurance by SMEs. Additionally,
the study revealed that the gender of the
owner or CEO, number of employees
and age of the business

are not significant determinants of
demand for insurance by SMEs in
Ghana
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Table 2.10, continued

Author Country/ Takaful/Insurance Theory/ Qg) _—
SIN [Year Region Type Main Variables Metht& Findings
LW
Quantitati ey.
TPB with special focus on Questionnaire, 377
45 Aziz etal Pakistan  Familv takaful subjective norm, word of mouth Nonuser kaful. Findings showed all variables were
(2020) y & media referent with attitude as  Salari ployees. significant
a mediator Ju tal Fampling. PLS
b \4
B il
quantitativ svrv@?x;
Muslimg & fon-Muslim Findings showed that four factors are
i insurance significant: 1. perceived benefits in
Salman & 2 ders, Sample of terms of service quality, customer
46 Hassan India Takaful New product DOI theory P - q Y, CUS
\[ ed ornon- service, cost, returns 2. Social factors 3.
(2020) . . g
&famplmg, used  religious factors 4.
\ \ ression. Marketing/promotion
ionnaire
KRN 0
No theory was id%j but A cg?
related to prosp&% ory. ﬁﬁ’/ey of 278 SMEs. The Findings showed that risk perception
47 Salleh et al Malavsia  General takaful Variables inc k perception mpling method is not has a direct effect on demand for
(2021) Y and risk propensity andigeneral, 0 entioned. Data analysis general takaful. Also, risk propensity
insurance das de% used AMOS-SEM moderates this relationship.
variablan, <N O
~
L



The above table shows the summary of relevant studies related to Takaful (Islamic
insurance) adoption. The body of literature on takaful adoption using behawnl
intention and marketing theories increased rapidly in the past five years. So@a and
Southeast Asia have the highest number of publications in takaful ado recisely,
43% of the total takaful adoption literature came from Malaysia andWan. Most of
the studies were on takaful in general (47%), studies on specific takaful products are
few (i.e., family takaful [23%], general takaful [6%], micro 'YU:O/ , Islamic health

insurance [2%]). Notable theories and factors used in th earc swwde TPB

(12 studies), DTPB (4 studies), DOI (8 studies), TRA dies), religio |t)] @ness

uncertainty, demographics, image, and promoti rio s m ogle\j%ve been
employed to investigate takaful adoptlon, we |tatlv@§;od was the
most used (79%). Furthermore, V&I‘ION aIyS|s te ues been employed
from descriptive statistics to more |st|cate JP‘ranalytlcal tools like
SEM. Most studies concentrat rec ffect nd ng effects, only a few

empirical studies investlg m erafi ts (S et al., 2021; Shaikh et.al.,
F

2019: Kazaure, 2019@4;) 201 7

technique was the'&%nt sarr hn|q ed in this research stream.

In the African centin |ne es were published on takaful adoption.

!
Out of the E: a |cles ei ht tud’es(((;a%) were conducted in Nigeria and one in

Som&%

a study (11%) and two%dnceptual papers (22%). Furthermore, out of the six

ér re, the non-probability sampling

The® nin t|cle3\%n5|st of six quantitative studies (67%), one

e \m studies, four studies used TPB as the theoretical framework (Dandago et al.,

& ; Kirfi et al., 2019; Kazaure, 2019; Masud, 2017) and the other two used marketing
c

tors (Sheik & Jama, 2016; Maiyaki & Ayuba, 2015). Moreover, only two studies

(Kazaure, 2019; Masud, 2017) tested moderation effect, the other four studies
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investigated only direct effects. Additionally, except for one study (Kazaure, 2019), the

remaining 5 studies focused on individual customers. Likewise, MSMEs, |

takaful, micro takaful were less explored in the overall takaful adoption Iit@

2.8 Factors Influencing Takaful Adoption Y'

Several studies have employed different behavioural/adoptiomstheories to study
Islamic finance adoption by individuals across different %c | locations and
socio-economic structures with varying sample constitue nd si eWﬁeoretical

models have been adapted (Yahaya et al., 2016b; Ob Kaabachi,

2011; Thambiah et al., 2013), extended (K Shar

, 20\23~ Haider,
nd in@iﬁd (Kaakeh,

ibe et@kZOIG) to explain

Changchun, Akram & Hussain, 2018; Mahdzan gt al.,

Hassan & Almazor, 2019; Jamshidi wssa 2016;
Islamic finance adoption. Most O%e stuelé_s: C

r‘;il\drh\ed the validity and
N

usefulness of these theories, p y TRA, T .smd(lQ constructs in predicting

behavioural intention and u o\fham] inan §
The previous sec ;e summary taka-ﬁtfpdoption studies revealed several

4 ’ &
factors that influe’@lful @ his gsmt section will elaborate on some of
the major facto% ified i i 's studies’that influence takaful adoption.

( ¢ ? (J(..)

NN

2.8.1 %kive ABvansdge and@kaful Adoption

Yv
&ive advantage as @ﬂfed by Rogers (2003), is the extent to which an

inngyvation is perceived to be better than its predecessor or substitute. Relative
ntage is perceived by potential adopters in terms of economic benefits, social
restige, convenience, and satisfaction (Rogers, 2003). Perceived relative advantage

had been tested in many research works conducted in the field of innovation adoption

=
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and was found to be one of the major determinants of adoption behaviour (Latip, Yahya
& Junaina, 2017 Mahdzan et al., 2017; Yahaya et al., 2014; Thambiah et alwn;

Gerrard & Cunningham, 2003; Tan & Teo, 2000). This construct W&S% ntly

shown to be positively related to the adoption and use of innova in, different
contexts, environments, and cultures (Mahdzan et al., 2017; Yahaya et'al., 2014; Moore
& Benbasat, 1991; Tornatzky & Klein, 1982). \)

In the literature on takaful adoption, several resea sze investigated the

influence of relative advantage. Some studies found relative, adva awignificant
"2 X

al., 201; |ilet‘.i.f,§o19;

ri,2\.f3 ile olB@s found

5; Ec@:ﬂg‘i, Olorogun

& Azouzi, 2014; Ayinde & Echchabi, Sﬁ)r instance; tud@Kirfi et.al (2019)

investigating takaful adoption inGﬁwbe sta 'geri , ,@\ond an insignificant
‘: y N,

relationship between relative a%e (pefl’ceiv usefg(/ ) and takaful adoption.
Similarly, studies by Echch %yejv
, T

relative advantage CNK
Conversehéa
3 ‘ o
Ali et.al (20 ikh et.al (2 9y'in@ a and Pakistan, respectively, confirmed the

NN
significQo, lative adv. Pgeir@dictingtakafuladoption.AdditionaIIy, Mokhtar

et.a 7) investigated cor@é demand for general takaful in Malaysia using a
‘@live survey method. Findings from the study revealed that relative advantage
e

ived advantage) is one of the key determinants influencing corporate

(Salman & Hassan, 2020; Hassan & Abbas, 2019;

—

Shaikh et.al., 2019; Aziz et.al., 2019; Cool

insignificant effects (Kirfi et al., 2019; Echéhabi,

EChé , Olorogun & Azouz (2014),
}s'a,@ Malaysia, respectively, found

&
xplaiﬁnﬁn.g takaful adoption.

OZOQD%éssan & Abbas (2019), Razaet.al (2019),

rganizations to purchase an insurance (both conventional and Islamic insurance).

Similarly, Aziz et.al (2019) using a modified version of TPB confirmed the significance
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of perceived usefulness (relative advantage) on family takaful adoption in Pakistan.

Additionally, Coolen-Maturi (2013) found that competitive pricing (i.e., cost?ﬂw)

D

influences the choice of insurance by Muslims in the UK. Therefore((%\ th
inconsistency of findings, there is a need to further investigate the eﬂ&f relative
advantage in other less explored contexts and groups. Y'
Moreover, relative advantage encompasses all the perceiwed benefits and
'S

advantages the potential adopters see in an innovation. Ge m'ingham (2003),

while studying internet banking adoption in Singapore, ded ¢onvenience, reduced
23
discomfort, savings of time and money, low cost t sure relativ aﬁv@e. In

addition, similar studies focusing on bank selecti cri% ighl.@zfed some
on inves

measures of relative advantage such as ret ent(ROI), q@k\z;nd efficient
service delivery, convenience, low sen‘%ﬁ?ges, rang ervé‘?’products offered,
branch network, and an alternativegum of \kmq(

and ATM network) (Blankson %O?) ‘fhis earcrz(/ sures relative advantage
in terms of six features that @be fi ncial benefits, namely return
on_investment (ROI)% ervice lgua

4 ¢ &
services/products offered and ci \me ce. T Q.more general takaful is perceived by
MSMEs to be usefu be
¢
Therefore, t e%w

'ts su@tﬂtes, the more will be the adoption rate.
ing/hypot sid is r‘gaosed:
"

.@\mile/internet banking
N

d non

-

li ,'bu@ss support services, range of

H1: lativeradvantage ‘gitivelsémfluences the adoption of general takaful among

ASM Es owner-manag@ri North-West Nigeria.

6& Compatibility and Takaful Adoption
Compatibility is the degree to which an innovation is perceived to agree with the

values, beliefs, past experience and needs of potential adopters (Rogers, 2003). The
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more an innovation conforms to the values, experiences, and needs of the target market,
the higher will be the adoption rate. The significance of compatibility in t%ﬂf
adoption of innovation was validated in past studies (Mahdzan et al., 201@& et
al., 2014; Amin et al., 2013; Thambiah et al., 2011; Al-Gaith et al., 20103 mbiah et
al., 2010; Gerrard & Cunningham, 2003). A study carried out by AWt al (2013),
confirmed the positive influence of compatibility on the ad&tio. f Islamic home

l

In studies on takaful adoption, several studies haveyconfirmedsthefinfluence of

; Raza gt.al Oﬁif}z;al.,

finance products in Malaysia.

compatibility on takaful adoption (Hassan & Abbas,

2019; Shaikh et.al., 2019; Echchabi, & Ayedhng chabi roqul%ZAzouzi,
2014; Ayinde & Echchabi, 2012). For instw tudy\by chabgé\x;/edh (2015)
using an extended DOI model reve %only co biIi@as significant in

predicting customers’ intention to %takafu \‘m%en E,c@\&lly, another study by
ﬁ y N,
Echchabi, Olorogun & Azouzi %ound%ut that enly Gqcx?patibility was significant

N &
in explaining takaful adoptiQn. in isil. ewise, S ﬁ&et.al (2019), Ali et.al (2019)
ECalida the igrhf@te of compatibility in predicting

using an extended DO%
s &
takaful adoption in Pakistan. l ;\d\ %(_/
In the context ofigene ' : Mi@ﬁ’s owner-managers will be more inclined
¢

to adopt insEESﬁDrodu ts an erf’icee_t(jﬁ?t are in consonance with their ethical values,

te

NN
eriepces. m akaful operators and agents can exhibit the

beliefs, &n
- X A
compatihility of takaful prod@b MSME owner-manager’s beliefs, business needs
ane,ethical values, the more the adoption rate of takaful by MSMEs. Hence, the
&Ewing hypothesis is proposed:
2:  Compatibility positively influences the adoption of general takaful among

MSMEs owner-managers in North-West Nigeria.
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2.8.3 Complexity and Takaful Adoption
According to Rogers (2003), complexity is the degree to which an |nno
perceived as difficult to understand and use. Perceived complexity is clos@ed to
perceived ease of use espoused by Davis (1989) in the Technology A ce Model
(TAM). Innovations that are easy to understand and use tend to be aw easily than
those perceived to be complex and difficult to comprehend. Previous Studies have tested
&i

this construct and it was found to have an inverse relation hr adoption of an

innovation (Jamshidi & Hussin, 2018; Thambiah et al., . Gerrard ‘nlngham
2003; Yusof, 1999). Takaful is a recent innovation ereforg if it ﬂer_&éked by
MSMEs owner-managers as complex and dlff n er n thQER)bablllty
of adoption will be low. o\

Prior studies have validated th %/e influencexof c 4‘l'exity on Islamic
financial services (Ali et.al., 2019; h|d et ak Y '\tnah et al., 2011). For
example, Ali et.al (2019) app ex teﬂd m conflrmed the negative
influence of complexity on ka adT among @ldual customers in Pakistan.

Likewise, Mokhtar et% )foun

e‘xmbo be significant in determining

oy

general takaful con WOH by|c orgaéfzatlons. On the contrary, a related study
on family takaful adoption ple@o be insignificant in influencing takaful

adoption (SE§ al., 019 hrs' nE(JRlstency may be attributed to the sample of
the stud% . If the sa 'g resp@ents are aware and knowledgeable about takaful
them&

lexity will not be @hlflcant factor and therefore will be insignificant.

e r, if the respondents have low awareness and knowledge of takaful, then

0 lexity will have a significant negative influence on takaful adoption. Therefore,
0

mplexity needs to be further investigated in other regions and groups to confirm its

significance or otherwise on takaful adoption. Takaful is a recent innovation and
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therefore if it is perceived by MSMEs owner-managers as complex and difficult to
understand, then the rate of adoption will be low. Therefore, to validate this clawnle
following hypothesis is proposed:

H3: Complexity negatively influences the adoption of general‘Nl among

MSMEs owner-managers in North-West Nigeria. ?

2.8.4 Uncertainty and Takaful Adoption z '

Uncertainty is the degree to which severa ssibi 'tiW)erceived,
23
concerning the occurrence of an event and the relative bilities of se’pc@lities

(Rogers, 2003). Rogers (2003) identified un i a% n f e of any

nom@nsly by some
.aI.,@SLBa; Echchabi &

KE 2000). Bauer (1960)

negatlve consequences

innovation. Perceived risk and uncertamt av eemr\use

researchers to investigate mnovatlow n (Yaha

Ayedh, 2015; Thambiah et.al., 2013@55& Po@;
i i i % of"U

defined perceived risk as th

associated with the purcha cm OI or pr. t. Risk, trust, and reliability

of innovation are som of uncertainty {Ks@ and Armstrong, 2001; Rogers,
gq * <</
nce

2003). A negative rw\shlp i) and the rate of adoption have been

established bys e 'tal Teo&Pok 2003; Tan & Teo, 2000).
The more an |nno |on' |Ln terms of its performance, reliability, and
trustwo thel ‘yld b adoptlon rate. However, a contrary finding was

repq@y Echchabi, &Aye@@lS) Echchabi, Olorogun & Azouzi (2014), Ayinde

abl (2012). These studies found that uncertainty was not a significant factor in

& icting takaful adoption. A probable reason for the insignificance of uncertainty in
i

s context could be attributed to the religious connotation that takaful symbolizes,

which unlike conventional insurance, follows the Islamic principles, which reduces the
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uncertainty issues surrounding insurance services. As the majority of the population
where the studies were conducted were Muslims, uncertainty might not

significant role in influencing their behaviour towards general takaful ad@bThis
finding also suggest that religious labelled products and services are vi vourably
by the Muslims and therefore the perception of uncertainty Was?'given much

consideration in these studies. Therefore, further investigationsware required to

l

Takaful as a recent innovation inherently creates ert ntM&nilﬁs of

determine the influence of uncertainty on takaful adoption!

N
potential adopters. Due to its newness, its reliability; genuineness trllly-@ariah-

. . 4 N
compliant, and relative riskiness would be calw

ESUQ pote%tl&l adopters.

Furthermore, intangible products (i.e., ser, M percg\ve be rii@than tangible

products (Laroche, Bergeron & Goutala 03; Zeitha
Schlacter, 1990). Furthermore, g@ranc Ines
@
reliability and uncertainty of K es. w&‘u&s&sed on Islamic principles
which diminish such reliabT uncertai ssues perception of low reliability
[
and uncertainty may s tachedsto it "p%f/ al adopters (Echchabi & Ayedh,
2015). MSME owper‘managers m

perceive it to Eﬁ\@lla e a
Thus, the higher the per ive?u erta,@;y by MSMESs owner-managers towards general

takaful %Ner will
00 @A

e he(z@n in adopting general takaful if they

i ops,a)@oubtful in terms of Shariah compliance.
s

¢'rate doption. Therefore, the following hypothesis is
N
9

ncertainty negatively influences the adoption of general takaful among

0 MSMEs owner-managers in North-West Nigeria.
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2.8.5 Awareness and Takaful Adoption
Awareness has been defined as “the individuals’ passive involvement an

interest towards certain issues” (Bickford & Reynolds, 2002). Awareness @f the
major determinants of innovation adoption. Naturally, people areﬂ&likely to
patronize such products and services that they are aware of and of m they have a
certain level of understanding. Many studies have been done examining the relationship
between awareness and adoption of an innovation (Ma ‘?;., 2017; Islam &
Rahman, 2017; Bodibe et al., 2016; Yahaya et al., 2016b;"Ralhat etw‘; Ringim,
2013; Thambiah et al., 2013; Unegbu & Onuoha, 2018 *kada, 2012; A ar’ S@Y:ari,
2011; Loo, 2010). These studies have confir t % Iatiog??ip exists

between awareness level and adoption rate, Fu ernwire, Balugég: al., (2018)

confirmed the positive influence of a negaon MS ne@‘nagers’ intention
to adopt Islamic financing alternati\%gers mle &@mstrong (2001) have
n%n o

emphasized that awareness is t ep t(f'ward he ad((/ n of an innovation. High
awareness of the positive attributes fﬁZn sﬁ—\% positively change people's
perception and attitud% W awa’grg 'c;duldﬁlt in negative perceptions and
attitude towards th antiorl. \: %C/Q

Also, studébeha '\Q\nce shown that financial products that are

!

¢

unambiguou %Iy de mZ:%uﬁdtsjt od are more likely to be used than those that
kn

NN

are not% , Ph Ng , 2018). People, naturally, detest ambiguity
| | X | | |

(am aversion) and therpf\o\ryb/seek means of reducing such obscurity by gathering

@dhesizing relevant information. This increases their awareness, familiarity and

nowledge of the product or service in view. Individuals, generally, select financing

ptions that they have all relevant information against those that they have little or no

information (Nguyen, Phung & Nguyen, 2018; Heath & Tversky, 1991; Frisch & Baron
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1988; Ellsberg, 1961). Furthermore, the competence hypothesis model (Heath &

Tversky, 1991) argues that as individuals gain more knowledge, awaren

expertise about a certain phenomenon, the perceived ambiguity dlmlnl@reby

enhancing their decision ability. In the case of MSMEs owner- ers, their

awareness and knowledge of Islamic finance products will be positi Wated to their

adoption intention. Moreover, familiarity bias (Cao, Han, Hirshlei Zhang, 2011),
‘%r

which makes individuals invest or choose financial opti folic's they know as

against the unknown, can influence the decisions o choosmg
oy
Islamic finance products. C}

Prior studies have emphasized the n a55|\ nes@a public
i ZOl@lgh level of

c fi QCe in general and
©

education about Islamic finance (Mahdza n ., 2017;
awareness of the features, benefits ples of

general takaful in particularly, is su hav ea \CN) |n |;(\‘*posmve influence on

MSMEs owner-managers’ ad
In the literature of ad my\/(ar% dies have investigated the

relationship between d takaful ddph@'(Dandago et.al., 2020; Husin &

o’ F &
Haron, 2020a; Has &Abb i : azag.(zom Ali et.al., 2019; Shaikh et.al.,
2019; Aziz et. a% Ka | ,Nti%(ar et.al., 2017; Khan & Siddiqui, 2017;

Sheik & Ja 6, usin & Rbh rcéﬁ?ZOIGa, 2016b; Maiyaki & Ayuba, 2015:
Echcha dh, ‘hcha orogun,& Azouzi, 2014; Coolen-Maturi, 2013;

AyanEchchabl 2012). S@bf these studies have reported a positive significant
‘% hip between awareness and takaful adoption (Kehinde & Sharofiddin, 2021;
& ago et.al., 2020; Husin & Haron, 2020a; Hassan & Abbas, 2019; Raza et.al., 2019;
li et.al., 2019; Shaikh et.al., 2019; Aziz et.al., 2019; Adamu, 2018; Mokhtar et.al.,

2017; Sheik & Jama, 2016; Maiyaki & Ayuba, 2015; Coolen-Maturi, 2013; Ayinde,&
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Echchabi, 2012), while others have found insignificant influence of awareness on
takaful adoption (Kazaure, 2019; Khan & Siddiqui, 2017; Husin & Rahman, )
2016b; Echchabi & Ayedh, 2015; Echchabi, Olorogun & Azouzi, 2014). (’}

A qualitative study by Husin & Haron (2020a) on micro tﬂ;‘ adoption
highlighted that awareness is a key factor influencing MSMEs in Wzﬁsia to adopt
micro takaful. Furthermore, Mokhtar et.al (2017) used a mtive survey to
investigate determinants of takaful consumption among t ?rganizations in
Malaysia. The study findings showed that awareness was‘among the wl‘luencing
kaful fado n’irli%g;tan

have shown that awareness significantly influe fu%' ass@@‘ Abbas,

o; Aé&:.al., 2019).

la @{\5) indicated the

takaful consumption. Similarly, quantitative studies

significance of awareness in increa kaful a \ﬁﬂ&n

Conversely, Kazaure (ZQ/esti ted e«det((/

insurance adoption among r;q':cro- terlr' in'North-V/est Nigeria. Findings from the

study showed that a\%

Likewise, Khan & Wi (20&

adoption in Pakistan. T a si

ihants of Islamic health

was not si n'i'ﬁcab'in predicting takaful adoption.
’

an ir&m’ficam effect of awareness on takaful

, Hu&é{“& Rahman (2016a, 2016b) examined the
factors infl e&@ takaful pﬁort_ii? Malaysia. The study results found an
\
k eenm{}

insignif% tionghi eness and takaful adoption. Consequently, the
sy

Y-
ncy of findings sugg@the need for further validation of the awareness factor

0 \ful adoption. In this study, the researcher will evaluate the influence of

Q eness, based on the level of comprehension, knowledge and understanding of

eneral takaful features, concepts, benefits, and principles. Consequently, the following
hypothesis is proposed:
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H5:  Awareness positively influences the adoption of general takaful among MSMEs

g
3

Government Support refers to government actions, regulatioQ, policies, and

owner-managers in North-West Nigeria.
2.8.6 Government Support and Takaful Adoption

political support that favourably influences the decisions of individwals and business

firms (Amin et al., 2011). The provision of a favourable ezno ic environment,

sound policies, necessary infrastructures', legal framewo dpo itian is vital
L ]

ce (Abubakas, @%bgaj:mi,

y ood le of\tfg positive
re Isla@sganking and

finance has advanced much due to swart (Lajuni Y 2@‘ Nawi, Yazid, &
Mohammed, 2013; Amin et al., 201Q0 \>T ,<\
N,

Government support in thi xt rg\‘lect naspeet- f facilitating conditions

for the survival, development, and growth of Islamic

Wong, Yacob, Ting, & Jausin, 2017; Ali, 2013

5
=
c
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&
advanced in prior studies of inno tic:] p (T@Teo, 2000; Venkatesh et al,

2003; Thompson et %)  Taylor & gdd,\tg%; Triandis,1980). Facilitating
el

&
conditions as explaimed by p" mpi@/studies (Venkatesh et al., (2003),

Thompson et a& s Tri
¢

!
believes that the necessary en orﬁeﬁt_%pand technical support exists to facilitate the

80) to the degree to which an individual

NN
adoption‘of,amnnovation. ?vernné?t support is a fundamental factor in influencing

the ]g&ng decisions of M%{ By providing the necessary policies, regulations,

i \hes and infrastructures, the government can facilitate the adoption of general
6Eul among MSMEs.

Prior studies in the innovation adoption field have examined the relationship

between government support and adoption (Mandari & Chong, 2018; Lajuni et al.,
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2017; Nawi, Yazid, & Mohammed, 2013; Amin et al., 2011; Teo & Pok, 2003; Tan &
Teo, 2000). Most of the studies found a positive relationship between gove?!m
support and the adoption of an innovation (Mandari & Chong, 2018; Lajun(e}}Ol?,
Tan & Teo, 2000). Also, behavioural/adoption studies have shown t e role of
government in influencing the adoption or rejection of an mnovatRTaJunl et al.,

2017; Nawi, Yazid, & Mohammed, 2013; Amin et al., 2011, hammad Lada,
Amran, & Hamid, 2006; Teo & Pok, 2003; Tan & Teo, tror]g governmental
support makes an innovation to be widely accepted and inacou J‘unl etal.,

2017; Nawi, Yazid, & Mohammed, 2013; Am¢ 2011; Ami i@ooa)
- :

Equally, the lack of government support or co it"the dﬁfsmn and

in et al., 2011

acceptance of an innovation (Amin et al., 1

examined the influence of governm m

financing by Islamic bank custoﬁ%m S of the study found

government support as an mm%\ pre

financing. In contrast, Lajuni e I.,1

banking products usa% k customer 'l'n' sia. The findings of the study

ajor%&ermmant of Islamic banking product

in Stlgé he determinants of Islamic

showed that governfaent suppT

/%Nd&

usage in Malays& , l| (Zoﬁsuggested that future researchers should
¢

include gov ‘era support to végtl%iaslamlc banking adoption.
hf

In% ul déma ?d ad@on literature, government support has received
Iessﬁon Little is known{%'dlrically of the influence of government support on

t doptlon (Sherif & Shaairi, 2013). Although some studies have highlighted the

Q rtance of government support in facilitating takaful adoption (Kazaure, 2019;
h

erif & Hussnain 2017; Sherif & Shaairi, 2013), no empirical study has validated this

claim. Even though Husin & Rahman (2013) have identified facilitating condition (of
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which government support is linked) as a potential determinant of family takaful
adoption, this assertion has not been empirically tested. However, a few studiesw
qualitative approach have revealed the importance of government suppor@sting
takaful penetration and acceptance (Husin & Haron, 2020a; Yusuf &ﬁ*@la, 2015;
Fadun, 2015). For instance, a qualitative study by Husin & Haron W) identified
government and regulatory support as significant determi aw micro takaful
adoption among MSMEs in Malaysia. Furthermore, Yusu mlr (2015) using a
case study approach interviewed the existing takaful opegators i WO‘ uncover
e intefvie inﬂi@‘qhat
rt'ng"t pen.gt/ tion and

Husi;nal 2017)%?{3r~if & Shaairi

(2013) all pointed out the need to e ically investig ei Qct of government

policies and regulations on takaful @%ion. In \Con$xt ;@SMES, the perception

government and regulatory support is key i

acceptance. Furthermore, Kazaure (2019),

N,
of government's favourable dis;%\owaﬂjs takaful car@e a positive influence on

&
ow@ana
ent s@ort on takaful adoption among

&

antiate.this assertion, it is hypothesized that:

gers. Consequently, this

the decision to adopt general takaful tl
ern

study investigates the e of g

'

MSMEs in North- Nigeria'

He6: Governr&t’gs@port
¢
MS er-mana i’ N t(rRNestNigeria.
NN
& toty

2.8. Religiosity and Ta@l Adoption

\kligiosity is the extent to which an individual values and adheres to Shariah

infltéc'es the adoption of general takaful among

rinciples and dictates in the conduct of his affairs (Jaffar & Musa, 2014; Amin et al.,
011; Worthington et al., 2003). Religiosity has two sides both reinforcing each other.

The first aspect is the individual's religiosity and enthusiasm which makes him patronize
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Islamic finance products (Yasin & Hati, 2017). The second aspect deals with the
perception of an individual of the level of adherence to Islamic principles byw
financial institutions (Kaakeh et al., 2019; Jaffar & Musa, 2014; Amin {3}011).
Many studies have studied the impact of religion (also known as reli Shariah-
compliance, and religious obligation) on the adoption of Islamic finance products
(Janah et al., 2020; Bananuka et al., 2019; Kaakeh et al., 20 9N1 & Hati, 2017,
Jaffar & Musa, 2014; Amin et al., 2014; Echchabi & A JX,.zo 2; Amin et al.,
2011). Most of these studies found a positive relations etween .?ulqidty and the

i, 2016; Jaffar M@gm;

: Is% inance as\&'eligious-
Iims\W re re@;ly minded.

Numerous studies have validated the felationship betwe Iigi@ and adoption of

Islamic finance (Janah et al., 2020; %eh eta \ONTY
Kaabachi, 2016; Tara, Irshad, % Yarhin, 2084 A(i’rrét al., 2014; Echchabi &

Abd Aziz, 2012; Amin et h). re€en udy@aakeh et al., (2019) in UAE

adoption of Islamic finance products (Obeid & Kaab

Tara, Irshad, Khan & Yamin, 2014; Amin et a

based financing paradigm usually appeal

'

F &
findings showed th Sharlah\ltwb}ia ce zg_awareness are significant factors in
ds Is

influencing custemerstattitu taé"rtfinance alternatives.
¢ J (,21
Furthe e, Religiosit a!' b@ subject of study in the takaful adoption
% N
Iiteratur% studies i Pated@t religiosity was positively related to takaful
adoptiony(Salman & Hassan, 2@\0\9,¢Dandago et al., (2020); Hassan & Abbas, 2019; Ali

was conducted to inve% nk customer; al'tilu@S towards Islamic banking. Their

e%. | 19; Shaikh et.al., 2019; Aziz et.al., 2019; Kirfi et al., 2019; Hassan, Mwaura-
6 mbergen & Eunice, 2017; Khan & Siddiqui, 2017; Ustaoglu, 2015; Kamil & Nor
014; Siala, 2013; Gustina & Abdullah, 2012), while other studies revealed otherwise

(Adamu, 2018; Mokhtar et al., 2017; Husin & Rahman, 2016b; Coolen-Maturi, 2013).
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An empirical study conducted in India by Salman & Hassan (2020) revealed that
religious factor is among the significant factors influencing takaful patw.
Similarly, Dandago et.al (2020) examined the factors influencing entr@s in
Kano, Nigeria, to patronise takaful products. The findings of the st wed that
religiosity was among the significant determinants of takaful Wage among
I

entrepreneurs in Kano. Furthermore, Hassan & Abbas (2019), Ali (2019), Shaikh

et.al (2019) used extended models of TPB and DOI, respe 0 inrestigate takaful

is si inredicting
3
¢
cting

takaful adoption. Additionally, Aziz et.al (2019) i igated the o's i

adoption in Pakistan. Their findings revealed that religio

family takaful purchase intention in Pakist sudy' indings %Xaed that

religiosity indirectly influences attitude thtﬂgl} rustsjwhl attitudéﬁsgs positively

related to family takaful purchase i t|oF]>Like Azi al. @19), Siala (2013)

investigated religious influences o%rance p ?a Q@Muslims in the UK.
N,

Findings revealed that religiosi I|gioﬁs centrism int@me takaful brand loyalty

&
through attitude. Also, Kir{ih (2’1 in stig@akaful adoption in Gombe,

Nigeria, using an exten . Results frond thé s@ showed that religious obligation
4 ¢ &
was an important d nant 1 m dopgv

g‘ﬁi
Khatw&

Moreove\
takaful purc &Denti
religios% amogt.th

Similarly, Hassan et al. (2017®éstigated health insurance uptake among Muslims in

@i Kenya. Findings from the study revealed that religious reasons significantly
e

S i 017)(5%15oned a quantitative survey to examine
¢

!
in K aeﬁi,érlastan. The results of the study revealed that

NN
jgnifieo,?t factors impacting takaful purchase intention.

nce insurance. Another quantitative study conducted in Turkey by Ustaoglu

d
015) revealed that religiosity was positively correlated with takaful preference.

Additionally, another study by Kamil & Nor (2014) using qualitative methods also
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showed that religious motives influence takaful preference in Malaysia. Furthermore,
Gustina & Abdullah (2012) conducted a comparative study to examine the demw
family takaful and life insurance in Malaysia. The study used ec n\ and
sociodemographic factors as dependent variables. The results of the stdﬂkowed that
religion was significant in determining family takaful demand. Y'

On the contrary, Coolen-Maturi (2013) found that percei vantages rather
than religious motives influence Islamic insurance dem m K. Likewise,

Mokhtar et al. (2017) corroborated the findings of Coolén-Matugi WThe study
23

factors rather than sharia compliance influ eral fa adop@ﬁ among

purcnégrintention by

Husin and Rahman (2016b) revealed relmlosny wa insi@tcant predictor of

intention to subscribe to famlly ul. Mo\%rx

corporate organizations. Likewise, a stud

aﬁ@\ (2018) investigated

N,

insurance patronage in Northe g an ersion of TPB. Findings

xtend
&)

from the study revealed t r t sig nt in predicting insurance

patronage. These inco% ndlngs equire ﬂJr validation in other contexts and

groups. In this s'%reseai \p;e cts he religiosity of an MSME owner-

manager influences eneréﬁkaful among MSMEs. To validate this

claim, the following hyp, theS| 1€s g’
%v N
H7: R positivel Iuenc&t e adoption of general takaful among MSMEs

OWFQ nagers in North- We@rgerla

6& Social Influence and Takaful Adoption
According to Venkatesh et al (2003), social influence refers to the degree of

influence that reference groups have on an individual’s decision towards the adoption
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and use of an innovation. A colossal number of studies have verified the importance of
social influence in determining the adoption of innovations (Badaj & Radi, ZTI
Balushi et al., 2018; Obeid & Kaabachi, 2016; Abdulkadir et al., 2013; Al-So tal.,
2009; Blankson et al., 2007; Gerrard & Cunningham, 1997). BIanksoA(ZOO?) in
a study of bank selection criteria across different cultures and nationaWaries in the

USA, Taiwan & Ghana found that recommendations by qawamd peers were

ial@influence o
@

ial influenc 'ne_\égne a

ompson,

\ tors\(/
Higgins & Howell, 1991; Triandis, 1QSOE d i opini@? significant

others (i.e., family, religious leaders, blic fig e@ other people’s

important factors in all three countries surveyed.

Additionally, Al Somali et al. (2009) confirmed t ect of s

>

the adoption of online banking in Saudi Arabia.

w

=

subjective norm (Ajzen, 1991; Taylor & T

recommendations and peer group in e (Tay 9{5 Interestingly, social

influence has been identified in%s stuﬁies a

&
decision making (Al Balushi %&1 anouar, ZOLéBadaj&Radi,2018). MSME
S

owner-managers rely % ternal
4
(bankers, financial WIta@s{
encouragement & NS
s\ 8 | @)

Moreoi , sacial influen is"lilg&jh herd mentality bias in behavioural finance
\

theories% ion makin e inn&?drive to mimic others is predominant in humans

and g&mammals. People @to imitate others they view as important and more

cto:ib?luencing entrepreneurial

e \hced. For example, investment decisions are full of such herd behaviours,
articularly in the stock markets (Zhou & Anderson, 2013; Areiqgat, et al., 2019).
dditionally, studies have shown that financial decisions by firms are influenced by

herd mentality (Brendea & Pop, 2019; Farrell & Saloner, 1985; Katz & Shapiro, 1985).
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Adoption of a particular innovation by firm A, for example, will lead other firms in the
same industry to be biased towards that innovation (Sharfstein & Stein, 1990). T

Social influence has also been a subject of investigation in the tak@ytion
literature. Several researchers have established that social influence ts takaful
adoption (Kehinde & Sharofiddin, 2021; Aziz et al 2020; Salman & Hassan, 2020;
Hassan & Abbas 2019; Bhatti & Husin 2019; Kirfi et.al., 2019; Kazatwe, 2019; Hasyim,
2018; Husin et.al., 2016). Aziz et.al (2020) used a modifi Yv:tf, a special focus

on the antecedents of subjective norm and the influence ofisubje ian attitude
3

Yw
and family takaful adoption. The results of the %vealed ha b]ec_tj&}norm
d

(social influence) has a direct and indirect (thro anﬂ on f@y takaful
adoption intention in Pakistan. Similarly, \X,t 0) e@&ed the new
product diffusion theory to investiga\g@I adoptio Ind'@%& sample of 909
conventional insurance policyholders was anaw

eteri

' d@s revealed that social
N
factors are among the signifi

nants» of ta@l acceptance in India.
\.O &
Furthermore, social influeni was un’ e nifiﬁ&n predicting takaful adoption

in Pakistan "aésa@ Abbas, 2019). In the same vein,
'
i flueré TPB constructs on family takaful

wed &%‘the TPB constructs (including subjective

N

in users and non-users

!
norm) were &@ifica tin di&ir@it'%aful adoption. Moreover, in Nigeria, Kirfi
NN

et.al (20% a modifie
d2ho

fou it
n

e@nine takaful adoption in Gombe state. The study

sitive relationship b@efen takaful adoption and social influence (subjective

% Likewise, Haysim (2018) used TRA to investigate the determinants of takaful

cheptance in Indonesia. The findings of the study showed that both attitude and

subjective norm (social influence) were significant in predicting adoption intention and
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actual usage. Equally, Husin et.al., (2016) surveyed 384 Muslim consumers to study the
impact of word of mouth, mass, media, and subjective norm on family takaful pw
intention in Malaysia. The results indicate that word of mouth, mass me ence
family takaful adoption intention through subjective norm, while ﬂAq,lve norm
directly influences family takaful purchase intention. T

However, contrary findings were reported by other researchers which revealed
that social influence is not significant in predicting takaful V.H,Jsm & Rahman,
2016a, 2016b; Echchabi, & Ayedh, 2015; Echchabi, Olo n & Azo 4 Aylnde

& Echchabi 2012). A study by Husin & Rahman (201 16b) investi t¢j ‘@ctors

influencing takaful adoption in Malaysia ap n exte PB aWj' DTPB,
respectively. The two studies found that su tivi orm?Nh asi ant predictor
of takaful adoption intention. Simil chabi & dh ) surveyed 123
individual respondents in Yemen t examine the\t&r?m l,wﬁ\cing takaful adoption.
Results of the study indicate aI |9Iuen was r@gmflcam in predicting
takaful adoption. Equally, chc bi ét: S|m|Iar results in Tunisia.
Additionally, Ayinde (20 I) ap Lgd m@tended DOI model to investigate
takaful adoption i alay3|a| indin beveal an insignificant relationship
between social iaflue dopt((-)}(“l-lence the impact of social influence on

!
takaful ado &) stil deba |e' ar@/ quires additional validation in other less

explored‘gr like M s {\
.ﬁls study, social influeMas based on the three groups mentioned previously

( nlflcant others, external groups & internal groups). People live in a social

d m and their attitudes, habits, principles are shaped by the system in which they are
a

rt. A positive view and suggestion by these groups will have a favourable impact on
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the adoption of general takaful. To substantiate this claim, the following hypothesis is

tested: Yv

H8:  Social influence positively influences the adoption of general tal@nong

MSMEs owner-managers in North-West Nigeria. A

2.8.9 Prior Loss Experience and Insurance Uptake
Experience has been identified as a strong sti szaffetlting behaviour

(Weinstein, 1989). The literature in conventional insuramce pu hwwour has
X
ignificant ef (’n@ance

ai% 8; @Fer et al.,
i 'duals;@(g;ad personal

experience of loss due to hazards are%i)(ely to a rev@‘ve measures than
f 'a\s{ loss experience due

those without such experiences. Fc('%ance,t \ve ty
j’é: y N,

to natural disasters increased 4 e urﬁake Qng<§?/iduals and groups that

experienced such disasteri ;%eMsteilv, . A@wally, Norris et al. (1999)
investigated the effect% icane di ;s% ﬂ)eﬂ'&e on an individual’s adoption of
r.F

shown that prior loss experience with hazards has

purchase decisions (Innocenti, et al., 2019; Thi

2014; Norris, Smith & Kaniasty, 1999; Weifistein

g ¢ &

protective measur,ei:hsas w@ er. ﬁ.’mgs from the study revealed that prior

experience is positively a with(‘t-}&!’ adoption of precautionary measures.
Similarly, T 5!?) al.
flood e%k in P
N | Y

sig tly influences msura@demand.

\dditionally, Thistlethwaite et al. (2018) confirmed the impact of prior loss

Q rience on the adoption of protective measures. The results of their study indicated
a

t those individuals with prior flood experience are more likely to take precautionary

¢
014) aﬁi@?ne demand for micro insurance after a rare

N
The@dy findings showed that prior loss experience

actions such as purchasing insurance than those without flood experience. Equally,
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Innocenti, et al. (2019) used a survey to examine the effect of past negative health
experiences on the adoption of income protection insurance. Findings showed a

correlation between past health experience and the adoption of insurance. @er, in
the takaful adoption literature, no study is yet to investigate the influe prior loss
experience on takaful adoption. Based on the above studies, the reseak€her argues that
MSME owner-managers with prior loss experience are more_likelywto adopt general
takaful as a precautionary measure than those without suc Xn:e To validate this

claim, the following hypothesis is tested: .\d
L ]

H9:  Prior loss experience positively influence the

Religion plays a very fundar@5l roIeT’rN\X;u% @* Religion influences
N,
every aspect of society. It als%a i ﬂifica role i@waping the attitudes and

&
behaviours of its adheren le Iigioﬁo dictates and informs the
attitudes and behavio%;eople wa s',' lfinabial and non-financial products
&
(Nawawi, Roslin ﬂ@id, @ instﬁylslam is such a religion that guides
and directs the w tio i 'r of ims. This has profound implication for
¢
those that &i% tap into_t I&ra&yﬁé’halal and halal related market. Although,
\
religion% impligs one’ Pelief bout the complete credibility and integral truth of

Yv
relig&eachings and script\n%s' (Moschis & Ong, 2011) is key in determining

b%Mr; it is the intensity and devotion to the dictates of the religion (i.e., religiosity)
h

has a significant impact on individual behavioural intention and actual behaviour
ukhtar & Butt, 2012).
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Religiosity is the extent to which a person is devoted to his religion and expresses

such through his attitude and behaviour (Johnson 2001). The intensity of an indi

—+

religiosity influences his consumption and financial behaviour (Mukh@But
2012). Likewise, individuals may vary in their consumption and b ehaviour
based on their level of religiosity (Ibrahim & Ismail, 2015). Moreomuslims with
high religiosity would be more likely to adopt or purchase_halal*and halal related
products than Muslims with a low level of religiosi Y:W' et al., 2018).
Consequently, based on the previous arguments, it is pro d tha h&ﬁ@y ofone’s

e \T

igious labelled pfod

religiosity can affect his behaviour towards adopting
Several studies in the Islamic finance adepti ite@ invgsjﬁated the
moderating role of religiosity on adoption behaviour (NT Ami, Tun@l.ha & Mohd

Zukime, 2021; Masnita, Yakub, Nugr@rini, 201

Idris & Saad, 2018; Patwary, MWed, \d'lxg
N,
Ibrahim & Hamid, 2018; Husim%nan, 5b13; ambi al., 2013). For instance,
KN
nnevatio

Thambiah et al. (2013) e %Ro’ ffusion theory to study the
d

av@%l., 2018; Farouk,

;(a\h 2018; Ajetunmobi,

moderating effect of op ‘r'l lofx@amic retail banking products in

e

d &

Malaysia. Findings We thf\ \Tgk mcgr_artes the interaction between Rogers

perceived attrib éﬁmo I 'inte@v’to adopt Islamic retail banking products.
¢

Similarly, &3 Rahman (2013) prop sed a conceptual model for family takaful
"
setho

adoptio% n the review of ﬂé\iterature. The study identified religiosity as a
iy

pot oderator in family ta:l%'ml adoption studies. Furthermore, Ajetunmobi et al.
N

(%E\pplied DTPB to investigate the moderating role of religion on the adoption of
S

6 ic home financing in Nigeria. Findings revealed that religion has a moderating
ffect on the adoption of Islamic home financing. Equally, Patwary et al. (2018)

investigated the factors influencing consumers to purchase Islamic hotel services. The
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study findings showed that religiosity has a moderating effect on the relationship
between the independent variables and purchase of Islamic hotel service. Yv

Additionally, Nawawi et al (2018) used DTPB to examine the fact@may
influence customers’ intention to purchase halal personal care products.¥Lhe results
from the study revealed that religiosity moderates the relationship een the TPB

constructs and intention to purchase halal products. Also, FarouE MOB) used TRA
pl

to investigate the factors that may influence intention

y'with Zakat on
employment income among civil servants in Kano, Nigeia. ReligioSi s‘found to
have a moderating influence on the relationship be subjegtiv rh&@ggkat
compliance behaviour, but it failed to moderat n a% akat\c/%?npliance
behaviour. In the same vein, Masnita % 01&)\ examined @Yﬁﬂuence of
government support, technology Sup %Islamic ng @‘f’eness on Islamic

Banking Choice in Indonesia with t&%derating\rmmel y@‘by The study findings
N,
revealed that religiosity has a %ﬂg eﬁ”ect two &@ independent variables’

relationship with Islamic banking; bu]i iledy to n@ate the relationship between

government support Wi lamic bankin chbie&zinally, Ku Amir et al. (2021)
4 F &
investigated the r;g&;{ing effr \;e giou;&'tentation on the relationship between
ner ka

the pricing of a

showed that &@J
effect o%tity

h. H thisgtzattthfll ing hypoth
in previous research. Hence, y tests the following hypotheses:
N

cts a@uslim purchasing behaviour. Findings

\ieligiosity moderates the positive relationship between relative advantage and
0 general takaful adoption. Specifically, this relationship will be stronger for
MSME owner-managers with high religiosity than those with low religiosity.
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H10b:

H10c:

H10d:

H10e:

H10f:

H10g:

Religiosity moderates the positive relationship between compatibility and
general takaful adoption. Specifically, this relationship will be stron?m
MSME owner-managers with high religiosity than those with low @\y
Religiosity moderates the negative relationship between compleféwd general
takaful adoption. Specifically, this relationship will be W&:’for MSME
owner-managers with high religiosity than those with low religiosity
Religiosity moderates the negative relationship be mtz?nty and general
takaful adoption. Specifically, this relationshi ill be W r MSME
owner-managers with high religiosity than th ith lowreligi S'W_\

Religiosity moderates the positive relati ip‘be eﬁl nessza general

e stro@gbfor MSME

takaful adoption. Specifically, this%elationshi

owner-managers with high reli |.fy aan those Iow@‘giosity

Religiosity moderates the e relatl\r'rrp?) Ben ocial influence and

N
general takaful adoptm%!flca thi nelatl@lp will be stronger for
MSME owner-man r sﬂyéh%those with low religiosity
Cposm erel tlohs

Religiosity mo etween government support and

4
general tak %ﬂoptlop.

MSM

&
I |callgbjs relationship will be stronger for

ighé(jiosity than those with low religiosity

!

I| od ates t szi&j?relationship between prior loss experience
N

d ral takaful ptlon&)emflcally, this relationship will be stronger for

ME owner- manage@((h high religiosity than those with low religiosity
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2.10 Summary of Empirical Review on Takaful Adoption and Research Gap
The review of studies related to takaful adoption reveals some interestin
and observations. First, most of the studies on takaful adoption were cond@ostly
in specific regions of the globe. Specifically, majority of these studiefE&ated from
two sub regions of the globe (specifically, South Asia & Southeast Asia). Malaysia and
Pakistan have the highest number of publications in takaful dm Other regions
o

have received less attention in the literature. This trend ca '1sed conclusions

that cannot be applied in other research settings with di t demo and socio-
3
cultural compositions. ' _\C}

Second, only a handful of empirical studi in% taka,@/Gdoption.

Most of the studies were general and didiqt\fj S m\ speeific ta products for
investigation. Although studies on far\%arul have I sed@(ﬁdly in the past 5
years; general takaful adoption rem@;jy undere\ose?ar

a specific takaful product wilhée us&‘ul

i
marketing and segmentation_stra giej 1S 'stud

2

search. Focusing on

N,
ights i vising product-specific

&

Qfoped to augment these few

al takafdil tion.
F o

d N
Third, prevwies ir W adop%&ygave less attention to the use of an
integrated mod% TAL{J&(‘ investigate MSMEs behaviour towards
general taka &@ eaflie s(t'LRJies used either DOI, TRA OR TPB (and its
N
decomp% sion)fas_thei ';heoreéall underpinning. An approach that integrates the

strem& two or more theorie{@dvides a more comprehensive view and improves the

studies and enrich the in gen

\hy of predicting the adoption of innovations (Taylor & Todd, 1995).

: Fourth, the literature on takaful adoption shows mixed results on the impact of

areness, relative advantage, social influence, uncertainty, and religiosity on

behavioral intention towards takaful. Some studies have shown significant influence of
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these factors on takaful adoption (Kazaure et al., 2019; Ali et al., 2019), while others
have found otherwise (Husin & Rahman, 2016b; Echchabi & Ayedh, 201'§Y'his
requires further validation of these factors in other research settings. (’}

Fifth, previous studies on takaful adoption have mainly concEHNd on the
individual adoption intention; MSMEs have received less attention fs0m researchers.
MSMEs are recognized as the backbone of an economy and_therefere deserve to be
specifically examined. Furthermore, MSMEs are also kno the’nost vulnerable
among the business sector groups. General takaful can f signifi ‘shielding
MSMEs from unanticipated hazards. Hence, studyin t influence SM&@SE%/:W-
managers to adopt general takaful is key in iding ailor- takalR~ products
commensurate to their needs. \) o\ %\T

Sixth, majority of the extant li hviewed aﬁ.@bption behaviour
applied non-probability sampling t@&que (&%v i ﬁ%e sampling) to select

N

study samples. This trend can% 'fimit (7

ificantl mgen{;}e@l zability of these studies

iIity@ling technique to avoid this

I

findings. Therefore, this study a iesr

drawback.
4

’ &
Seventh, the hﬂu\ence \1& en%gaport on takaful adoption has been
tye

underscored in the takaful li e are lack of empirical studies to validate

|

¢

this claim in &@aful dopti Iiérae(}r?.

- - - \ - -

E infldence prloél}ss experience on insurance uptake has been
emg@ substantiated in t@hventional insurance literature, however, there exist
a%kof studies on its effect on takaful adoption.

Finally, the literature in innovation adoption and behavioral intention studies have

Qighlighted the importance of moderator variables. Specifically, religiosity have been

highlighted in the literature on Islamic finance adoption behavior as a potential
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moderator. However, in the field of takaful adoption, there are lack of studies
investigating the moderating role of religiosity on takaful adoption. Husin & FVm
(2013) proposed a conceptual framework for family takaful which includ% fosity
as a potential moderator. Furthermore, Khan et al (2020) suggested thﬁ&re studies
should investigate the role of religiosity in takaful adoption. Ws,'this study
investigates the moderating role of an MSME owner-manqﬁr’yigiosity on the

adoption of general takaful among MSMEs.

2.11 Research Conceptual Model ' _\(—}

The research conceptual model was dev as% view@ research

constructs and underpinning theories of preyio studﬁs INsthe inu@z{)n adoption

constructs of the conceptual frameMr this s gq}hdapted from Roger’s

g |
(2003) Diffusion of Innovation%(DO
el
ibiity, c

N,
ﬁ, Unified ThQ(EQ of Acceptance and Use
of Technology (UTAUT) b% n eer L
Relative advantage, C(M ple

&
OS),@eligious (Shariah) principles.
0
4
were adapted from B%md e>'t

Y, lu ainty, and awareness constructs
Othman, 2016axEchchabi

&
odeg.f.DOI (Yahaya, Hamid, Idris & Haji-

201%_} ambiah et al., 2013), and were selected

based on thei Q@appl' abilit anJ si@ci?cance in influencing the adoption of diverse

innovat% ifferghten

al., Jamshidi & Hussiq\e}m; Thambiah et al., 2010). Social influence, also

N
?nmen&nd cultures (; Mahdzan et al., 2017; Yahaya et
s subjective norm, was adapted from UTAUT due to its significance in

redicting adoption behaviour (Abdulkadir et al., 2013; Al-Somali et al., 2009;

lankson et al., 2007; Venkatesh et al., 2003; Teo & Pok, 2003).
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Government support is another construct derived from UTAUT (facilitating
conditions) which was added to the model due to its weight in the context of
development. Innovations backed by the government of a country are mor@\o be
accepted than innovations lacking such support. Additionally, religlo 0 known
as religious obligation and Shariah-compliance) is a significant factow it relates to
Islamic finance adoption and hence included both as an ind construct and a
moderator in the research model (Salman & Hassan, 2020; eEo.e al., 2020; Jaffar

& Musa, 2014; Thambiah et al., 2013). \d

Islam, unlike other world religions, encompas ery aspect 0 Ilfeiahdmg

at hK' i08ity 0\35 MSME

, assa%&bbas, 2019;
Ali et.al., 2019; Shaikh et.al., 2019; AK ;al>2019; Kirfietal., @&) and moderating

influence (Ku Amir, Tunku Salha Md Zuki%\@#;

the economic and financial spheres. it is exp

owner-manager will have both direct (Dan

q&ﬁ‘ha, Yakub, Nugraha &
N

Riorini, 2019; Nawawi et al., 2

&
and the adoption behawoui MMT wards g@l takaful. Husin & Rahman
m t

(2013) included rellgl% oderator i'eﬁ oq:;he review of literature on family
%

takaful adoption. Fw PHO(: eneg} as included in the model due to its

significance in i Iue 'al véince adoption behavior (Innocenti, et al.,

2019; Thlstlt etal, 201 TL?Fne(J ., 2014). It is expected that takaful adoption
kf

QD
=
o
S
o
@

n the predictor variables

as asu cogventi 'al msucé}ce will be influenced by prior loss experience.

All &ucts in the research(%dnceptual model with the exception of prior loss

ce (which is a categorical predictor variable) were measured reflectively. The

: E
G eptual framework for the study is presented below:
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Relative Advantage . Religiosity

|
Compatibility i

|
Complexity !

|

|

l | General Takaful
Uncertainty y Adoption
Awareness

Social Influence

Government Support

Loss Experience

2.12 Chapter Summa
(S
This chapter elaboratedand qg a‘rrcqj";l concepts in the study. The concept

of takaful, types, @&globdl and focal t@% were discussed. Also, the concept of

Ny
MSME and i N in the Ni i}ric l@x{ was further explained. Additionally, the

relevant ioural/adoption the@u‘\'eé supporting the study were reviewed.
'
Furth ast studies onl tak adoption were reviewed, prominent constructs
\J
inﬂq takaful adoption w@rr?discussed and research gaps were identified. Finally,

‘én the literature review, the research hypotheses and conceptual framework was

O/eloped. The next chapter introduces and explains the research methodology used in

this study.
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