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Insurance and Risk Transfer
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1000 PARTICIPANTS
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VARIABLE FINANCIAL OUTCOME
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Which is The Better Product?

NOT POSSIBLE TO DISTINGUISH AT OUTSET WHETHER TAKAFUL OR INSURANCE
RESULTS IN HIGHER EVENTUAL FINANCIAL VALUE.

TAKAFUL AND INSURANCE ARE NOT DIRECT, PERFECT SUBSTITUTES.

IT CAN BE ARGUED THAT, CETERIS PARIBUS, TAKAFUL IS BETTER DUE TO UNDERLYING
ELEMENTS OF MUTUAL HELP WHICH IS BENEVOLENT IN NATURE.

BUT:
e ARE CONSUMERS ALWAYS SEEKING TO HELP EACH OTHER?
e DO CONSUMERS FACE FINANCIAL CONSTRAINTS?

e DO CONSUMERS UNDERSTAND HOW TAKAFUL RELATES TO HELPING EACH OTHER?

THE SUITABILITY OF A FINANCIAL PRODUCT ULTIMATELY DEPENDS ON SPECIFIC
FINANCIAL CIRCUMSTANCES.
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Transparency and Fairness
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Takaful and Investments
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Takaful and Donation

TAKAFUL IS DIFFERENT FROM CHARITABLE DONATION
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Takaful and Islam

MALAYSIAN GOVERNMENT SET UP A TASK FORCE TO STUDY THE FEASIBILITY OF
TAKAFUL IN 1981. SYARIKAT TAKAFUL MALAYSIA ESTABLISHED IN 1984, FOLLOWING
THE INTRODUCTION OF TAKAFUL ACT.

ISLAMIC FIQH ACADEMY WITHIN OIC IN 1985 CONCLUDED THAT RISK TRANSFER IS NOT
IN LINE IN ISLAMIC BUSINESS PRINCIPLES AND PRACTICES.

ELEMENTS OF TAKAFUL NOTICEABLE OUTSIDE THE ISLAMIC WORLD:

e FARMERS INSURANCE GROUP IN UNITED STATES WHERE MANAGEMENT COMPANY
DOES NOT PARTICIPATE IN UNDERWRITING RISK

e NEIGHBOURHOOD WATCH IN UK OR RUKUN TETANGGA IN MALAYSIA WHERE A
GROUP OF PEOPLE COME TOGETHER TO HELP EACH OTHER WHEN FACED WITH
PERSONAL SECURITY RISK

BUT TAKAFUL PARTICIPANTS ARE ONLY BOUND BY FINANCIAL OBLIGATIONS AND NOT
RELIGIOUS OBLIGATIONS.
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Takaful to Provide Goods and Services
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