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Abstract. Global gross Takaful has achieved double-digit growth since 2010. However, it is 

reported that the  industry suffers from a lack of market penetration, and still underperforms. 

Specifically, the Islamic insurance penetration rate is still considered low with just two percent on 

average which indicates strong growth market potential. In the context of Malaysia, the industry 

remains as a strong Takaful contributor for overall gross Takaful of ASEAN region, but large 

potential Takaful market remain untapped to its fullest. Therefore, there have been calls for Takaful 

industry to apply marketing and societal concept to make the industry more competitive. 

Generally, empirical Takaful research is still limited where most Islamic finance studies (Islamic 

banking and Takaful) focus on Islamic banking. Thus, the primary objective of this empirical study 

is to assist the Takaful operators and agencies in Malaysia to identify ways to improve their 

performance based on the concept of marketing orientation and corporate social responsibility and 

ultimately improve the growth of the Takaful industry in years to come. Methodologically, the 

study will adopt survey and unit of analysis will be Takaful agency manager in Klang Valley. SEM 

PLS will be applied for data analysis and recommendation will be proposed based on the research 

findings. 
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1. Introduction 

Insurance is a mechanism to protect individuals and businesses against any specified 

contingencies (Redzuan, Abdul Rahman & S.H. Aidit, 2009). It becomes a contract that reduces 

loss risk caused by any accidents or unfortunate circumstances (Maysami & Williams, 2006). 

During the First International Conference on Islamic Economics held in 1976, majority of scholars 

had mutually agreed that commercial insurance is against Shariah principle (Farooq et al., 2010). 

It was also proposed during the conference to develop an Islamic insurance (Takaful) system and 
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products that are free from any form of Riba (interest), Gharar (uncertainty) and Maysir 

(gambling). Consequently, the first Takaful company was established in Sudan in 1979. 

 

Today, global gross Takaful contribution has seen double-digit growth since 2010. However, it is 

reported that the  industry suffers from a lack of market penetration, and still underperforms 

(Halim, 2012). Specifically, Takaful penetration rate is still considered low with just two percent 

on average which indicates strong growth market potential. In the context of Malaysia, the industry 

remains as a strong Takaful contributor where more than 50 percent of total gross Takaful of 

ASEAN region comes from Malaysia, but large potential Takaful market remain untapped to its 

fullest.  

 

Generally, there are few Takaful model normally applied by Takaful operator namely; Tabarru 

(donation)-based Takaful model, Mudharabah-based (profit sharing) Takaful model, Wakala-

based (agency) Takaful model, and mixed model (Wakala and Mudharabah model). Takaful 

companies in Malaysia are adopting either Wakalah (Agency-based model) or Mudarabah (profit-

sharing model) as their Takaful model, but Wakalah model is identified as a more efficient and 

sustainable distribution channel and has shown a rapid growth (Halim, 2012). There have been 

calls for Takaful industry to apply entrepreneurial, marketing and societal concept to make the 

industry more competitive (Halim, 2012; Sharif, 2012). This call has raised inquiries that lead to 

the research questions: 

 

Does market orientation influence business performance of Takaful agency? Additionally, 

does CSR moderate the influence of market orientation towards performance of Takaful 

agency? 

 

2. Literature Review 

2.1 Market Orientation (MO) 

Marketing in small and medium sized enterprises (SMEs) has become an important 

research topic among academics and practitioners for more than 20 years (Cromie, 1990) and still 

become a debatable topic among scholars (Gilmore, Carson & Grant, 2001). There are two 

prominent approaches in conceptualizing the construct. The first approach is from cultural 

perspective by Narver & Slater (1990:21) who defined it as the organizational culture that most 

effectively and efficiently creates the necessary behaviors for the creation of superior value for 

buyers and, thus, continuous superior performance for the business. From behavioral perspective 

Kohli & Jaworski’s (1990:6) defined the concept as an organization-wide generation of market 

intelligence pertaining to current and future customer needs, dissemination of the intelligence 

across departments, and organization-wide responsiveness to this intelligence. Many empirical 

studies have shown a positive relationship between market orientation and organizational 

performance (Kwon, 2010). Recent study also found market orientation is a key construct to 

improve an organization’s business performance and profitability (Feng et al, 2019). However, 

other studies found no relationship exists or even a negative relationship exists between market 

orientation and organizational performance (Gonzalez Benito et al., 2009). 

 

 



2.2 Corporate Social Responsibility (CSR) 

Corporate Social Responsibility (CSR) still earns a considerable amount of research and 

interest for decades (Darrag & E-Bassiouny, 2013). The accepted definition of the concept is still 

debatable (Green & Peloza, 2011). The reason is because CSR is conceptualized from various 

perspectives and many CSR empirical studies focus on some of its aspects and dimensions only 

(Vaaland, Heide & Gronhaug, 2008). Generally, several scholars found economic, social, and 

environmental are areas of CSR recurring in most definitions (Chowdhury et al., 2019; Marí-

Farinós, 2017). The objectives and purposes of CSR in corporate and business environment have 

emerged progressively (Rodriguez-Gomez et al., 2020). Initially, CSR was considered exclusively 

as a marketing tool for achieving legitimacy or corporate image improvement. However, at 

present, CSR is considered a fundamental strategic element and for the long-term sustainability of 

organization in the business world (Dey et al. 2018). 

 

From the Islamic point of view, there is also a similarity between Takaful concept and social 

responsibility (Yaacob & Abdul Ghani Azmi, 2012). The concept of corporate social responsibility 

has been widely discussed in the literature but it’s generally accepted definition is still debatable 

(Jamali, 2008). This is because the concept has been conceptualized from various angle 

(McDonald & Lai, 2011), and also from a broader perspective which covers economic, legal, 

ethical and philanthropy (Carroll, 1979). 

 

2.3 Performance 

The mutually agreed definition of performance is yet to be found (Andersen, 2010), 

because it is a multidimensional concept (Lumpkin & Dess, 1996), and has been conceptualized 

from divergent perspectives (Ramayah et al., 2011). Andersen (2010) categorizes performance in 

terms of what is being measured and how it is being measured. Other researchers categorize 

performance into financial measure such as sales growth and non-financial measures such as 

satisfaction (Venkataraman & Ramanujam, 1986).  

 

2.4 Underpinning Theories 

The underpinning theories of this research are behavioral theory of market orientation and 

stakeholder theory for CSR. 

 

3. Methodology 

The unit of analysis of the study is organizations as it is investigating performance of 

Takaful agency (SME organization). Specifically, the target population of the study are Takaful 

agencies managers’ agencies which are registered with Takaful operators in Malaysia. Takaful 

agencies managers are chosen as the respondents in the study as managers in SMEs are more likely 

to carry multiple roles and responsibilities, work with fewer organizational level or people and 

have a broader job scope. Furthermore, SME managers are more likely to have experience and 

understanding about their entire organizational functions, strategies and operations (Hooi & Ngui, 

2014).  

 



The quantitative survey was employed where self-administered questionnaire will be distributed. 

Self-administered questionnaire becomes constantly adopted data collection method by today 

researchers and is considered as an efficient method in terms of researcher time, energy and cost 

(Sekaran & Bougie, 2009). All construct measures are available in the literature, where they are 

directly employed but necessary modification and adaptation are made for any unsuitable items to 

suit the local context and purpose of study. Only scales that have reliability coefficient of Cronbach 

Alpha above the acceptable level of 0.7 or item factor loading above 0.5 will be employed 

(Nunnally, 1978). 

 

4. Data Analysis & Discussion 

Both descriptive and inferential statistical analysis will be employed in this study. The 

descriptive analysis involves frequencies, measures of central tendency, and dispersion. Inferential 

analysis will tell the researcher whether the alternative hypothesis is like to be true to confirm or 

reject the predictions. Ultimately, it will also help the researcher to draw inferences from a sample 

to the population. SPSS 24.0 and PLS – SEM 3.0 will be used in analysing the data. Findings and 

recommendations will be discussed and reported. 
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