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Pakistan life insurance industry has much potential for growth. However, the
penetration rate of Takaful is relatively low. Therefore, there is a need to
investigate the factors that influence family Takaful demand. Thus, this study
intended to investigate the effect of religious adherence, reputation, marketing
and advertising and product awareness on family Takaful demand. Following a
deductive approach, this research collected data through self-administered
questionnaire from a sample of 206 subjects selected on the basis of convenience
sampling technique. The data were analyzed through SPSS version 20 applying
multiple regression technique. The findings confirmed that religious adherence,
reputation, and product awareness had significant impact on family Takaful
demand. However, marketing and advertisement had insignificant influence on
family Takaful demand. Consequently, the findings of this study may prove
helpful for Takaful policy makers and operators to increase the long run demand
of family Takaful in Pakistan formulating supporting policies for Takaful that is
rather new in Pakistan. Resultantly, Takaful operators may enhance Family
Takaful demand through creating awareness and educating the public that
Takaful companies follow the Shari’ah principles.

INTRODUCTION
Takaful is originated from an Arabic word “Kafala” which means “to help, to guarantee and to take care
of other’s needs” (Takaful Pakistan Limited, 2009; Malaysian Takaful Association, 2016). It is a concept
of Islamic insurance and is rooted in “Ta’awun” and “Tabaruu”, which means mutual assistance and
voluntary contribution respectively (Wahab et al., 2007; Sadeghi, 2010). Takaful gurantees taking care
of needs of its customers and operates under Shari’ah rules. In Takaful a group of individuals
collectively share the risk and operates on the concepts of unity, collective responsibility, brotherhood
and mutual collaboration. Takaful provides shared financial security to people against risk (Takaful
Guide, 2010).
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First Takaful rules were introduced in Pakistan on September 3, 2005*, which were revised and
replaced by Takaful Rules 2012 †, on January 13, 2012, which were further amended in 2015 ‡. Pak
Kuwait Takaful Company, formed in 2006, was the first Takaful Company that started its operations in
Pakistan. Presently five companies are providing Takaful services in Pakistan. Three of them are general
Takaful companies and two of them are family Takaful companies (SECP, 2016). General Takaful
provides protection against all types of non-life risks, according to Shari’ah principles. Family Takaful
gives financial protection to the family of participant against life risk of participant and it also provides
savings facility to participant. In case of tragedy financial benefit are delivered to participant or the
beneficiary (Takaful rules, 2012). Family Takaful is again segregated in two types including individual
family Takaful and group family Takaful (Milliman, 2013). Individual family Takaful covers health,
mortgage, education, etc. Financial benefits are provided to the participant in case of death or perpetual
disability; otherwise claim or surrender value of policy is provided on maturity. On the other hand, group
family Takaful plan covers group health, medical, and education, etc. This plan is only provided if
requirement of minimum number of participants is fulfilled. Financial benefits are provided in case of
death or permanent disability of the participant (Milliman, 2013).
Pakistan life insurance industry has much potential for growth. However, the penetration rate of
Takaful is quite low as compared to the emerging markets’ growth rate (Milliman, 2017) despite
acceptable growth rate of assets and net premium (SBP, 2011; Janjua & Akmal, 2015; Milliman, 2017).
Therefore, there is a need to examine the factors that affect family Takaful demand which may result in
generating more premiums ultimately enhancing the growth of life insurance sector in the country. Thus,
the present research intends to investigate the effect of four important factors including religious
adherence, reputation, marketing and advertising and product awareness on family Takaful demand.
Market share of insurance sector in Pakistan is smaller in comparison with other emerging
economies despite having large potential for growth (Janjua & Akmal, 2015; Salman, 2015; Milliman,
2017). On the other hand, Takaful has huge scope in Pakistan, but owing to “lack of awareness”, share
of Takaful is too less than conventional insurance (Hassan & Abbas, 2019). In fact, family takaful is still
an emerging area of research in Pakistan and the major factors that persuade customers to adopt family
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takaful are not yet fully explored (Farhat et al., 2019). Thus, the determining factors of family Takaful
demand need to be explored. The family Takaful demand has been analyzed with macroeconomic factors
and demographic factors with different dimensions (Asfandyar et al., 2014; Munir et al., 2013). The
family Takaful demand based on religious beliefs, reputation and image, product and service, and
advertising and marketing has also been examined, but in Malaysia (Arfin et al., 2014). Recently, various
researchers (Arifin & Yazid, 2018; Ali et al., 2019; Aziz et al., 2019; Farhat et al., 2019) started
examining various aspects of family Takaful, however, it is still a relatively new area of research having
great potential in Pakistan (Hassan & Abbas, 2019) and practical implications that needs to be further
explored. Therefore, the current study is conducted to analyze the effect of religious adherence,
reputation, marketing and advertising, and product awareness on family Takaful demand in Pakistan.
This study may prove helpful for Takaful policy makers and operators to formulate suitable strategies
accordingly in order to increase family Takaful demand.
LITERATURE REVIEW
1.

Demand for family Takaful is influenced by age, education and income level (Truett &
Truett, 1990). Similarly demand for life insurance significantly and positively associated with
income, urbanization (Hwang & Gao, 2003; Sen, 2008), national income, wealth (Browne &
Kim, 1993), demographic and economic factors (Zietz, 2003), level of financial sector
development, inflation, gross domestic savings, young and old dependency ratio, life expectancy
and adult literacy (Sen, 2008), individualism (Chui & Kwok, 2008), financial development and
banking expansion (Beck & Webb, 2003), income and interest rate (Asfandyar et al., 2014).
Further family Takaful demand was considerably affected by religious beliefs and reputation and
image of Takaful company (Arfin et al., 2014; Asfandyar et al., 2014). The customers preferred
to select Shari’ah compliant Takaful company for purchasing Family Takaful products (Arfin et
al., 2014). Some researchers found “relative advantage, compatibility, simplicity, trialability,
observability, religiosity and consumer awareness” positively influencing family takaful (Arifin
& Yazid, 2018; Ali et al., 2019).
Aziz et al. (2019) found knowledge and perceived usefulness significantly positively affecting

attitude towards family takaful policies. They found perceived trust significantly mediating the
association between “perceived religiosity and attitude towards family takaful”. However, Shaikh et al.,
(2019) argued that it was not only the “perceived relative advantage and perceived compatibility” that
determined the acceptance of family takaful by customers but “awareness and religious belief” also
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played significant role. On the other hand, Farhat et al. (2019) found attitude, subjective norm and halal
certification playing highly and significantly positive role in influencing the behavioral intention to
acquire family takaful. However, the demand for family Takaful is negatively correlated with
inflationary expectations (Kim et al., 1993), muscularity/femininity and power distance (Chu & Kwok,
2008), savings and inflation (Asfandyar et al., 2014).
Rahman (2009) suggested that innovative Takaful products should be introduced by Takaful
operators and quality services should be provided to cater more market share and match with the
conventional insurance market. Razak et al., (2013) also identified service quality as significant factor
affecting consumer acceptance in Malaysian communities. However, Alsalih and Napier (2012)
discovered the customer more concerned about the agreement of Takaful with Shari’ah. Similarly,
Ayinde and Echchabi (2012) observed that the purchase decision of customer was mainly based on
awareness and compatibility.
Yazid et al., (2012) identified nine economic factors including “income, inflation, interest rate,
financial development, savings, unemployment”, pension, stock and price of insurance and “seven socioeconomic factors” named as “life expectancy, dependency ratio, education, age, urbanization, household
size, and employment status that could possibly influence family Takaful demand”. Munir et al., (2013)
observed that demographic and macro-economic variables had a positive relation of varying degree with
life insurance demand except price which had negative relation. They concluded that efforts should be
made to reduce inflation rate, domestic rate of interest and political instability in the country to increase
the demand for life insurance.
Risk attitude, income level, income protection and knowledge were considered to be four
significant variables correlated to demand for health and life insurance (Jun, 2014). According to Ibrahim
et al., (2015) four financial factors including leverage, bankruptcy costs, tax considerations and growth
opportunities were useful and significant factors affecting the Takaful demand. Akhter and Khan (2015)
revealed that urbanization, education, inflation and per capita income were more important factors,
which affected the demand of Takaful as well as conventional insurance. They suggested providing
awareness to people regarding Takaful products to increase its demand. According to Yong et al., (2015),
in urban areas financial literacy, education and age were considered as insignificant factors while in rural
areas age and income were considered as insignificant factors affecting life insurance demand.
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Religious Adherence
Religious adherence can be defined as being faithful to one’s religion. Maysami and Kwon
(1999) pointed out that identification of Halal investment source would result in increased demand of
Takaful. Mansor (2004) also supported the religious factor important and significant in the selection of
family Takaful by the Muslim customers. Bley and Kuehn (2004) observed the behavior of students with
rich religious values and found them paying more attention to Islamic finance rather than traditional
finance due to their sincerity towards religion. Assadi (2003) observed that consumer buying behavior
was affected by the religious adherence but the degree to which their behavior was affected used to vary
with the degree of their observance to religious rules. Deni (2009) observed Muslim customers in
Malaysia highly concerned with the compliance of Islamic system and their main driving force to join
Takaful was its compliance with Shari’ah principles.
Many researchers (Khraim, 2010; Yousaf & Malik, 2012; Husin & Rahman, 2013; Souiden et
al., 2015; Mansor et al., 2015) found religiosity as an important factor affecting the demand for Takaful.
Similarly, in Pakistan, Takaful was adopted by Muslim customers mainly because it worked according
to Shari’ah principles to provide protection against possible risk making their workings halal (Khalid &
Ur Rehman, 2014). Arfin et al., (2014) found religious adherence and reputation of company significant
factors affecting the choice of Muslim customers. However, religiosity did not affect the quality concern
of customers whether they were highly religious or not (Yousaf & Malik, 2012). Further, in some areas,
most of the customers were motivated to purchase Takaful products due to financial returns (high profits)
promised by the intermediaries rather than Shari’ah compliance. They were less interested and aware of
the Takaful workings and were not much concerned about the actual purpose of Takaful (AlNemer &
Hashem, 2015).
Thus, the following hypothesis (H1) is devised for examining the relationship between religious
adherence and family Takaful demand.
H1.

There is a significant positive association between religious adherence and family
Takaful demand.

Reputation
Various researchers (Kaur & Kaur (2014; Haery et al., 2014; Arfin et al., 2014; Yong et al., 2015)
acknowledged repuation of the firm as an important factor influencing the consumers’ satisfaction/buyig
intention. Customers used to get themselves guaranteed that the Takaful company was working
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according to Islamic shari’ah before they made a choice to buy the Family Takaful (Arfin et al., 2014).
Similarly, Naser, Jamal and Al-Khatib (1999) found majority of the people using services of Islamic
banks because of their reputation and image. According to Sebjan and Tominc (2011) premiums, good
quality insurance services and company’s reputation significantly influenced customers buying decision
and decision to replace their existing insurance corporation with another one. Besides this, brand image
was considered as a major determinant of brand equity and purchase intention of people (Fatema et al.,
2013). Conversely, Rahman et al., (2008) observed that Muslim students preferred auto insurance over
auto Takaful due to its better reputation, service delivery and quality. They were aware that religiously
they should have chosen auto Takaful for risk protection services but operationally they believed auto
insurance a better choice. Haque et al., (2012) stated that reputation, corporate image, ethnocentric
behavior and religiosity were important factors influencing young consumers purchase decision in
Malaysia.
Gait and Worthington (2008) highlighted that although religious belief was an important variable
in the practice of Islamic finance, customers also recognized service quality, bank reputation, and pricing
as significant factors. However, Audu Maiyaki (2013) indicated that relationship between perceived
value, corporate image, technical quality and behavioral intention was significantly moderated by
individualism. On the other hand, Gotsi and Wilson (2001) found that reputation did not have a
significant impact on consumers’ intention to buying. Likewise, Jaffara and Musab (2015) found that
reputation was not considered a major factor affecting attitude of non-users towards adoption of Islamic
finance. Thus, based on this background, the second hypothesis (H 2) is developed.
H2.

There is a significant positive association between reputation and family Takaful
demand.

Marketing and Advertising
Various researchers (Niazi et al., 2012; Mohamed et al., 2013; Razak et al., 2013; Kamil & Mat
Nor, 2014; Maiyaki & Ayuba, 2015) found marketing and advertising influential factors affecting
consumer purchase decision and creating awareness of Takaful product and services among general
public. Husin and Rahman (2013) found mass media significant factor affecting customers to adopt
Takaful and insurance. According to Arfin et al., (2014) marketing and advertising was a positive but
insignificant factor affecting demand for family Takaful in Malaysia. However, Dusuki and Abdullah
(2007) revealed that religious customers did not rely only on marketing strategy, but they also considered
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religiosity. Islamic marketing rules and morale could help raise the standards of behavior of customers
because Islamic marketing focused on principles of equity and society’s wellbeing along with value
maximization. Marketing strategies should be more customers focused because customers were
becoming more demanding day by day (Hassan et al., 2008).
Yusuf et al., (2009) observed that negative attitude could be changed through marketing
strategies. Moreover, different strategies should be developed for people of different age groups
highlighting the benefits associated with insurance. Jaafar et al., (2012) found that advertisement and
packaging had positive but insignificant impact on customers’ attitude and purchase intentions.
According to Haque et al., (2010) Islamic advertisements need to be Shari’ah compliant presenting true
and fair message to the public and disclosing all realities about the product. Deceptive tactics of any
form should not be used for the promotion of a product because illusion in the promotion of any product
or services was strictly forbidden in Islam (Damirchi & Shafai, 2011).
In order to examine the rapport between marketing and advertising and family Takaful demand
hypothesis (H3) is developed for the purpose of this research.
H3.

There is a significant positive association between marketing and advertising and
family Takaful demand.

Product Awareness
Product awareness is defined as “knowledge about a company’s product and its features”
(Romaniuk et al., 2004) for better understanding and making it the choice of customers so that the
demand of Islamic financial products and services could be enhanced (Bley & Kuehn, 2004). Ayinde
and Echchabi (2012) found the Malaysian people’s inclination towards adoption of Islamic insurance
product and services dependent upon awareness of insurance services and comparability of their
religious and social values with Islamic insurance. However, some researchers (Akhter & Hussain, 2012;
Coolen-Maturi, 2013; Mohamed et al., 2013; Mansor et al., 2015) highlighted the non-awareness of
public about Takaful products and its operations an important factor, which needed effective marketing
strategies to create public awareness regarding Takaful product and services. Coolen-Maturi (2013)
found that most of the people preferred to take Takaful services through banking channels instead of
Takaful company because customers were not certain whether Takaful workings were according to
principles of Islam or not. Kamil and Nor (2014) highlighted that Takaful customers had sufficient
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knowledge about obligations of Shari’ah rules and Takaful agents’ role was important in promoting and
defining Takaful and its benefits. For further development of Takaful, the operators should develop
effective promotions.
Ng et al., (2014) stated that awareness about insurance was a crucial factor which affected the
demand of insurance product and services. Non-insured people disclosed that non-sufficient information
regarding life insurance prevented them from purchasing life insurance policy. Ejaz (2014) found that
people in Pakistan had an idea of Islamic products but they had no sufficient understanding of those
products. Maiyaki and Ayuba (2015) observed consumers’ awareness having significant and positive
impact on attitude towards Islamic insurance services. However, some researchers (Arfin et al., 2014;
Mansor et al., 2015) observed that product awareness was not a significant factor that influenced the
family Takaful demand. Hence the relationship between product awareness and family Takaful demand
can be concluded in form of hypothesis (H4).
H4.

There is a significant positive association between product awareness and family
Takaful demand.

Theoretical Framework
Based on literature review the following theoretical framework is proposed representing
hypothetical relationship between the suggested variables for the purpose of this research.

Religious adherence
Reputation
Family Takaful
Demand
Marketing and
advertising

Product Awareness

Figure 1: Theoretical Framework
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RESEARCH METHODOLOGY
The current research follows deductive approach starting with the development of hypothesis
and then moving to data collection for testing the hypotheses and obtaining results.
Population, Sampling and Sample Size
The entire Takaful consumers residing in Islamabad, Lahore, and Sialkot constituted the
population for this research. However, convenience (non-probability) sampling technique was used for
getting the questionnaire filled, in line with the previous studies (Arfin et al., 2014; Coolen-Maturi, 2013;
Yong et al., 2015). A sample size of 267 was calculated on the basis of a formula § given by Sarmah,
Hazarika and Choudhury (2013). However, 270 questionnaires were disseminated, out of which 243
were returned by the respondents. Nevertheless 37 of them were returned unanswered and were therefore
discarded. Hence only 206 questionnaires were used for the purpose of analysis. According to Comrey
and Lee (1992) a sample size of 200 was fair and 300 was considered good. Further, the given sample
size was also supported by previous study as Ng et al., (2014) used 240 questionnaires in their study.
The sample size was also justified by the ‘rule of ten’, which required minimum ten respondents for each
question in the instrument being used.
Data Collection and Analysis
Self-administered questionnaire was used to gather data from the respondents. Questionnaires
including multiple questions were distributed among family Takaful customers through agents and
personal emails. An online questionnaire was also generated through google forms and link was shared
in different family Takaful groups on face book and Linkedin. The questionnaire composed of six parts
including five general questions and twenty one main questions. Part one was about demographic and
general information, part two and three were adapted from Jaffara and Musa (2015), part four was
adapted from Jaafar et al., (2012), part five was adopted from Lee and Leh (2011) and part six was
adapted from Yong et al., (2015). Five point Likert scale was applied in the questionnaire in which 1
indicated strongly disagree, 2 disagree, 3 neutral, 4 agree and 5 strongly agree. Questionnaire is attached

§

𝑧2 𝑝𝑞

(𝑛 =
), where n = sample size, z = critical value of confidence desired level, p = estimated proportion of an attribute that is present in the population,
𝑒2
q = p-1, and e = desired level of precision.
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in appendix A. The data were analyzed through SPSS (statistical package for social sciences) software
version 20. Though the questionnaire was borrowed from past researchers, however, the reliability and
validity of the questionnaire was tested afresh for the purpose of this research. Table 1 and 2 below
depicts the outcome of reliability test.

Table 1: Case Processing Summary

Cases

N

%

Valid

206

100.0

Excludeda

0

.0

Total

206

100.0

a. List wise deletion based on all variables in the procedure.

Table 2: Reliability Statistics
Cronbach's Alpha

N of Items

0.796

21

Table 2 presents the estimate of Cronbach alpha for 21 questions equivalent to 0.796, which is
greater than 0.7 and near to 0.8 indicating very good reliability (Gliem & Gliem, 2003). It shows that
relationship among variables is reliable for the purpose of analysis. The detail of item wise total statistics
is given in Table 10 attached as appendix B at the end of the paper. KMO and Bartlett’s test were used
to check validity of the scale. Table 3 describes the outcomes of KMO and Bartlett’s test.
Table 3: KMO and Bartlett's Test
Kaiser-Meyer-Olkin Measure of Sampling Adequacy.

Bartlett's Test of Sphericity

.753

Approx. Chi-Square

900.276

Df

210

Sig.

.000

Table 3 shows KMO value of 0.753 indicating good correlation (Field, 2013, p.647) among
religious adherence, reputation, marketing and advertising, product awareness and family Takaful
demand. Bartlett’s test depicts the correlation between variables at .000 level of significance. It means
significant relation exists among all the variables. The results of Bartlett’s test strengthen the results of
KMO test (Field, 2013, p.648).
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Time Horizon and Unit of Analysis
The study was cross sectional in nature soliciting data at a single point in time, called cross
sectional data. Data were collected from individual Takaful customers making them the unit of analysis
(Sekaran, 2003, p.132-135; Saunders et al., 2009, p.155).
Operational Definitions and Measurement of Variables
Family Takaful demand was measured in terms of satisfaction with the number of policies
purchased and, ability and willingness to purchase family Takaful. Family Takaful demand was
measured through four questions adapted from Ng et al., (2014). Religious adherence was measured
based on religious obligations and loyalty of family Takaful companies’ operations towards religion
through four questions adapted from Jaffara and Musa (2015). Reputation was measured in terms of
contribution of the company towards social welfare, its role in promoting Islamic values and degree to
which the company was considered reliable and trustworthy by the public, through five questions
(Jaffara & Musa, 2015). Marketing and advertising were measured in terms of influence on decision,
persuasion to buy and trust on advertisement message, through four questions (Jaafar et al., 2012).
Similarly, product awareness was measured in terms of confidence on Takaful information and
knowledge, and ability to advice others on products of family Takaful, through four questions (Lee &
Leh, 2011).
DATA ANALYSIS AND DISCUSSION
Table 4 shows the demographic information of the respondents.
Table 4: Demographic Profile
Question

Options

Frequency

Percentage

Gender

Male

156

75.7

Female

50

24.3

Single

133

64.6

Married

54

26.2

Married with Children

19

9.2

1

158

76.7

2

43

20.9

3

2

1.0

More than 3

3

1.5

50,000-100,000

70

34.0

100,000-200,000

63

30.6

Living Status

Number of policies Hold

Annual Contribution
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200,000-300,000

53

25.7

More than 300,000

20

9.7

The frequency distribution of respondents’ gender shows that 75.7% respondents are male and
24.3% are female. The living status indicates that 64.6% of respondents are single, 26.2% are married
and only 9.2% are married with children respondents. The statistics reflects that mostly single persons
purchase family Takaful policies probably due to their enhanced ability to save money as compared to
married and married with children people. In terms of the number of policies held by the respondents, it
is observed that 76.7% respondents hold only 1 policy, 20.9% respondents hold 2 policies, only 1%
respondents hold 3 policies and 1.5% respondents hold more than 3 policies. The statistics explains that
most of the people purchase only one policy because most of the family Takaful policies are purchased
by single persons. It is observed that 34% of respondents make annual premium payment of 50,000100,000 rupees, 30.6% respondents pay 100,000-200,000 rupees annual premium, 25.7% respondents
make 200,000-300,000 rupees annual premium payment and only 9.7% respondents make premium
payments more than 300,000 rupees. The statistics shows that only few customers purchase policies that
have a premium payment of more than Rs. 300,000 because most of the people are unable to pay such a
big amount of premium annually.
Table 5 shows descriptive statistics of the variables.
Table 5: Descriptive Statistics
R_A

Rep

M_A

P_A

Dem

Valid

206

206

206

206

206

Missing

0

0

0

0

0

Mean

4.362

3.973

3.411

4.015

3.968

Std. Deviation

0.353

0.470

0.454

0.412

0.384

N

R_A: Religious Adherence, Rep: Reputation, M_A: Marketing and Advertising, P_A: Product Awareness,
Dem: Demand for Takaful

Mean values near to 5 indicates respondents are strongly agree, 4 indicates agree, 3 shows
neutral, 2 shows disagree and 1 shows strongly disagree with the respective statement. Religious
adherence shows the highest average value of 4.362 and lowest standard deviation of 0.353. It depicts
most of the respondents agree with constructs of religious adherence and standard deviation shows less
dispersion of the data. Marketing and advertising show the lowest average value of 3.411 and standard
deviation of 0.454 which shows respondents neither agree nor disagree and are neutral regarding
constructs of marketing and advertising. Reputation, product awareness and Takaful demand indicate
239

3.973, 4.015 and 3.968 mean values respectively. As mean values are near to 4 it shows respondents
agree with the items of all these variables. Reputation shows highest value of 0.470 for std. deviation it
means data for reputation among all are more dispersed. Standard deviation for product awareness and
Takaful demand is 0.412 and 0.384 respectively.

Test for Normality of Data
Normality test demonstrates how normally data are distributed. The normality assumption is
most important to generalize the results of analysis beyond the sample collected, particularly when using
regression in research (Field, 2013, p.134).
Table 6: Statistics
R_A

Rep

M_A

P_A

Dem

Valid

206

206

206

206

206

Missing

0

0

0

0

0

Skewness

-0.158

0.163

0.268

-0.252

0.132

Kurtosis

-0.720

-0.407

-0.131

0.267

0.051

N

R_A: Religious Adherence, Rep: Reputation, M_A: Marketing and Advertising, P_A: Product Awareness,
Dem: Demand for Takaful

Normality test is performed to check whether data is normally distributed or not. Normality level
of dependent and independent variables is checked through skewness and kurtosis test. For data to be
normal using SPSS skewness and kurtosis the values should be between +2 and -2 (Field, 2013, p.139;
Saunders et al., 2009, p.436). The skewness values of all variables including religious adherence,
reputation, marketing and advertising, product awareness and demand for Takaful are -.158, .163, .268,
-.252 and .132 respectively indicating the data to be normal. Similarly, the kurtosis values for the
respective variables are -.720, -.407, -.131, .267 and .051, all falling between -2 to +2 indicating
normality of the data.
Pearson Correlation Analysis
Table 7 shows Pearson correlation values between the variables of the study.
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Table 7: Correlations
R_A
Pearson Correlation
R_A

Rep

M_A

P_A

Dem

1

Sig. (2-tailed)
N

Rep

Pearson Correlation

.358**

Sig. (2-tailed)

.000

1

N

M_A

Pearson Correlation

.250**

.322**

Sig. (2-tailed)

.000

.000

Pearson Correlation

.274**

.414**

.336**

Sig. (2-tailed)

.000

.000

.000

Pearson Correlation

.346**

.424**

.232**

.421**

Sig. (2-tailed)

.000

.000

.001

.000

1

N

P_A

1

N

Dem

1

N
R_A: Religious Adherence, Rep: Reputation, M_A: Marketing and Advertising, P_A: Product Awareness, Dem: Demand
for Takaful

Moderate positive correlation is observed between religious adherence and reputation having a
value of 0.358 at .000 level of significance. Similarly, correlation between religious adherence and
Takaful demand is also moderate having Pearson value of 0.346 at significance level of .000. The
correlation between religious adherence and marketing and advertising is positive but weak having a
value of 0.250 at .000 significance level. The correlation between product awareness and religious
adherence is also positive but weak having a Pearson value of .274 at significance level .000. Reputation,
and marketing and advertising, are positively correlated having a 0.322 at significance level .000. The
correlation between reputation and product awareness is 0.414 at significance level .000. Similarly,
reputation has moderate positive correlation with demand for Takaful with Pearson values of .424, at
significance level of .000. Marketing and advertising have moderate positive correlation with product
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awareness showing Pearson value of 0.336 at .000 significance level. However, marketing and
advertising have a weak positive correlation with demand for Takaful indicating Pearson values of 0.232
at significance level of .001. Product awareness has moderate positive correlation with demand for
Takaful with Pearson values of 0.421 at .000 significance level.
The findings of this study are supported by previous studies (Jaafar et al., 2012; Arfin et al.,
2014; Ng et al., 2014; Jaffar & Musa, 2015; Yong et al., 2015).
Regression Analysis
The linear regression analysis was used for measuring the impact of the four important factors
including religious adherence, reputation, marketing and advertising and product awareness, on family
Takaful demand (Schneider et al., 2010; Arfin et al., 2014; Ng et al., 2014). Mathematically,
α+ β1Religious Adherence + β2Reputation + β3Marketing and

Family Takaful Demand =

advertising + β4Product Awareness + Error

The results of regression analysis are shown in Table 8 given on next page.
Table 8: Regression Result
Coefficientsa
Model

Unstandardized Coefficients

Standardized

T

Sig.

3.858

.000

Coefficients

1

B

Std. Error

Beta

(Constant)

1.275

.331

R_A

.197

.071

.181

2.781

.006

Rep

.199

.057

.243

3.505

.001

M_A

.017

.055

.020

.302

.763

P_A

.246

.063

.264

3.887

.000

R = .531b,

R Square = .282 and Adjusted R Square = .268

F = 19.722, df (4, 201) p <0.001
a. Dependent Variable: Dem
b. Predictors: (Constant), P_A, R_A, M_A, Rep
R_A: Religious Adherence, Rep: Reputation, Dem: Demand for Takaful, M_A: Marketing and Advertising, P_A: Product
Awareness

Table 8 shows the value of R is 0.531indicating a moderate positive relation of all the
independent variables (religious adherence, reputation, marketing and advertising and product
awareness) with dependent variable (demand for family Takaful). The value of R2 is 0.282, which depicts
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that 28.2 % change in demand for family Takaful is occurred due to the independent variables and
remaining 71.8 % occurred due to other factors such as risk averse behavior, financial literacy,
demographic factors and economic factors (Asfandyar et al., 2014; Beck & Webb, 2003; Yong et al.,
2015; Munir et al., 2013). Studies examining human behavior are assumed to have R2 value less than
50% because human nature is unpredictable. It is also observed that the value of R2 in cross-sectional
studies is usually less than 50% (Gujrati & Porter, 2009) and this study is cross sectional and based on
human nature too so, 28.2% value of R2 is acceptable. The significance of regression model was checked
through ANOVA test supported by previous study (Ng et al., 2014). F statistics as shown in table 8 is
significant at .000 level indicating the significance of the model.
The results show a significant positive affiliation between religious adherence and family
Takaful demand at 0.01 level of significance. Hence H1 is accepted. It indicates that customers having
higher religious attachments are more likely to enhance demand for family Takaful. The result is
supported by Arfin et al., (2014), Deni (2009), and Mansor et al., (2015). Arfin et al., (2014) declared
religious adherence as the best predictor of demand for family Takaful. Similarly, a significant positive
affiliation is observed between reputation and family Takaful demand at 0.01 level of significance.
Hence H2 is accepted. The finding indicates reputation of Takaful companies as one of the reasons that
attract customers ultimately increasing demand for family Takaful. Potential customers evaluate
reputation of family Takaful from religious perspective. So, it may be attributed to the religious elements
being part of reputation that significantly affect the family Takaful demand. This result is supported by
Haque et al., (2012), Arfin et al., (2014), and Jaffar and Mussa, (2015). On the other hand, marketing
and advertising do not have any significant influence on family Takaful demand even at 0.10 level of
significance. Hence H3 is rejected. The result is supported by Jaafar et al., (2012), and Arfin et al., (2014).
However, a significant positive influence of product awareness is observed on family Takaful demand
at 0.01 level of significance. Hence H4 is accepted. The result is supported by Mohamed et al., (2013),
and Yong et al., (2015). It is worth noting that marketing and advertising apparently have no
direct/significant effect on family Takaful demand, nevertheless it has practical importance due to the
significant impact of product awareness on family Takaful demand. Practically marketing and
advertising can play significant role in creating awareness among potential customers of family Takaful
regarding Takaful products and services resultantly increasing family Takaful demand. The overall
results can be summarized as follows.
Table 9: Summary of Hypotheses Tests
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//

Statement

Decision

H1

There is a significant positive association between religious adherence and family

Accepted

Takaful demand.
H2

There is a significant positive association between reputation and family Takaful

Accepted

demand.
H3

There is a significant positive association between marketing and advertising and

Rejected

family Takaful demand.
H4

There is a significant positive association between product awareness and family

Accepted

Takaful demand.

CONCLUSION AND RECOMMENDATION
Regression results depict that religious adherence, reputation, marketing and advertisement and
product awareness caused 19.7%, 19.9%, 1.7% and 24.5% change in family Takaful demand
respectively. It is observed that religious adherence, reputation and product awareness have significantly
positive impact on family Takaful demand. However, marketing and advertisement has positive but
insignificant influence on family Takaful demand. The results follow the findings of Arfin et al., (2014).
Product awareness is found to have greater impact on family Takaful demand because people are less
aware of Takaful and by creating awareness family Takaful demand can be increased.
The study may prove helpful for Takaful policy makers and operators to increase the long run
demand of family Takaful in Pakistan formulating supporting policies for Takaful, which is rather a new
field in Pakistan. Takaful operators need to educate the general public that their workings are according
to requirements of Shari’ah principles. It implies that in order to increase family Takaful demand the
policy makers should create awareness among general public about Takaful workings and Takaful
products. Reputation also has significant effect on Takaful demand binding managers to live up to their
promises and provide quality services to gain customers’ trust.
It is worth mentioning that this study was conducted in Islamabad, Lahore and Sialkot covering
branches of only 2 family Takaful companies for data collection. Future research can be expanded
covering branches of family Takaful companies from other cities of Pakistan for better generalization of
results of the study. Further, other factors which may affect demand such as, risk adverse behavior,
education level, financial factors, and political factors can be considered in future research.
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Appendix-A: Questionnaire
This questionnaire is prepared to examine the effect of four important factors on Family Takaful Demand in Pakistan. The
information collected through this questionnaire will be used only for the purpose of this research without disclosing the
privacy of the respondents. The researchers are very grateful for your cooperation indeed.
Part1. Demographics
i. Your Gender
1 Male
Female
ii. Your Living Status
2 Single
Married
Married with Children
Single Parents
iii. Do you purchase family Takaful policies?
3 Yes
No
iv. How many family Takaful policies you hold?
4 0
1
2
3
More than 3
v. How much is your annual contribution?
5 0-50,000 50,000-100,000 100,000-200,000 200,000-300,000 More than 300,000
Following are questions to measure the impact of reputation, religious adherence, marketing and advertisement and product
awareness on family Takaful demand. Please choose whether you strongly agree, agree, neutral, disagree or strongly disagree
with the following statements.
Part
2.

Religious Adherence

1
2
3

Family Takaful is completely interest free.
Family Takaful follow to Islamic principles.
Family Takaful invest in Halal business.

4

Family Takaful provide fair services to
everyone.
Reputation

Part
3.
5

6
7
8
9

Part
4.
10
11
12
13
Part
5.

Strongly
disagree
(1)

I think company reputation is important
when I make family Takaful policy purchase
decision.
Family Takaful promote sustainable projects.
Family Takaful company promotes Islamic
values and way of life.
Family Takaful company contributes to the
social welfare.
Family Takaful company not only gives
protection but also enhance standard of
living and welfare of the community.
Marketing and Advertisement
I think advertisement is important when I
buy family Takaful.
My decision to purchase family Takaful is
influenced by advertisement.
The message on advertisement attempts to
persuade me to buy family Takaful products.
I trust on the message given by the
advertisement.
Product Awareness
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Disagree

Neutral

Agree

(2)

(3)

(4)

Strongly
Agree
(5)

14
15
16

17
Part
6.
18
19
20
21

I can easily imagine family Takaful in my
mind.
I can recognize family Takaful among
insurance services.
Family Takaful is the only service that comes
up in my mind when I need to purchase a
life policy.
Family Takaful comes up first in my mind
when I need to purchase a life policy.
Demand on Takaful
I will demand on family Takaful.
I am satisfied with the number of policies I
hold.
My current Takaful coverage is more than
enough to cover my demand.
I realize family Takaful is important.

Thank you very much for your precious time.
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Appendix B - Reliability of Questionnaire
Table 10: Item-Total Statistics

Family Takaful is completely
interest free.
Family Takaful follows the
Islamic principles.
Family Takaful invests in Halal
business.
Family Takaful provides fair
services to everyone.
I think company reputation is
important when I make family
Takaful
policy
purchase
decision.
Family Takaful promotes
sustainable projects.
Family
Takaful
company
promotes Islamic values and
way of life.
Family
Takaful
company
contributes to the social
welfare.
Family Takaful company not
only gives protection but also
enhances standard of living
and welfare of the community.
I think advertisement is
important when I buy family
Takaful.
My decision to purchase
family Takaful is influenced by
advertisement.
The message in advertisement
attempts to persuade me to
buy family Takaful products.
I trust on the message given by
the advertisement.
I can easily imagine family
Takaful in my mind.
I can recognize family Takaful
among insurance services.
Family Takaful is the only
service that comes up in my
mind when I need to purchase
a life policy.
Family Takaful comes up first in
my mind when I need to
purchase a life policy.
I will demand on family
Takaful.

Scale Mean if
Item Deleted

Scale Variance if
Item Deleted

Corrected ItemTotal Correlation

Cronbach's Alpha
if Item Deleted

78.68

34.043

.317

.790

78.78

32.750

.448

.782

78.68

34.921

.188

.797

77.97

36.370

.101

.798

78.48

33.890

.319

.790

78.86

34.040

.292

.792

79.00

32.010

.516

.778

79.10

32.521

.455

.782

79.13

31.549

.536

.776

79.11

34.402

.304

.791

79.81

34.352

.249

.794

79.65

33.097

.447

.783

79.34

32.977

.433

.784

78.57

34.286

.272

.793

79.08

33.920

.363

.788

79.35

32.911

.448

.783

78.50

33.685

.311

.791

78.68

33.271

.422

.784

251

I am satisfied with the number
of policies I hold.
My current takaful coverage is
more than enough to cover my
demand.
I realize family Takaful is
important.

79.07

33.922

.342

.789

79.29

36.557

-.020

.808

78.64

32.281

.551

.777
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