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ABSTRACT 

This research explores the level of understanding and subscription of Takaful among 

young adults in Pekan, Pahang, to determine the important factors influencing their 

subscription to Takaful products. While the performance of the Takaful industry has 

been growing positively in Malaysia, the subscription rate among young people is still 

low, especially in small-town areas like Pekan, compared to metropolitan areas. Using 

a quantitative methodology, data are gathered through structured Google Forms 

questionnaires in this research on three major aspects: the level of awareness of Takaful, 

the extent of subscription, and the factors affecting subscription among young adults. 

These findings will contribute to solving issues of low a lack of awareness of Takaful's 

benefits and barriers to engaging with Takaful because of misconceptions or a lack of 

access to information and others. Young adults, aged 20 - 34, are a critical demographic 

for the sustainability of Takaful since they are the future long-term subscribers whose 

financial literacy and risk management strategies will go a long way in either dampening 

or promoting growth in the industry. This research underlines the need to increase 

awareness, as studies have proved a strong correlation between understanding Takaful 

products and subscription rates. It also underscores Takaful’s role as a Shariah-

compliant financial tool for risk mitigation, providing financial security and promoting 

inclusive finance. By focusing on Pekan’s young adults, this study aims to offer 

actionable insights to improve Takaful penetration rates in rural areas and support 

informed decision-making for a generation poised to shape the industry's future. 

Keywords: Takaful, young adults, Islamic risk management. 
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CHAPTER ONE 

INTRODUCTION 

1.1 Research Background 

Takaful, an Islamic alternative to conventional insurance, is founded on 

Shariah-compliant ideas of mutual collaboration, shared accountability, and ethical 

investing (Hussin et al., 2024). Over the years, it has grown in popularity throughout 

time, particularly in Muslim-majority countries such as Asia Pacific and the Gulf 

Cooperation Council. Projections from various global studies suggest promising growth 

in the Takaful market, with revenue expected to rise from 2021 onwards (Takaful, 

2021).  

Takaful has played an important role in Malaysia's financial system since it was 

officially introduced in the 1980s, with the country's first Takaful operator being 

established in 1984 (Bank Negara Malaysia, 2023). As a predominantly Muslim 

country, Malaysia offers an ideal environment for the growth of the Takaful industry, 

bolstered by supportive government policies, a well-established Islamic financial 

system, and strong public interest. In 2022, the Family Takaful sector reached a 

penetration rate of 20.1%, up from 18.6% the previous year, according to the Malaysian 

Takaful Association (MTA) (2022). This growth highlights the increasing awareness 

and engagement with Takaful products, especially in areas such as family protection, 

retirement planning, and wealth management. 

However, despite the growth of the industry, only 25% of the working 

population within the low-income group are covered either by life insurance or family 

Takaful, whereas 59% of the working population generally are protected through either 

Takaful or insurance (Mail, 2023). For the lower-income group, the high cost of life 

insurance makes it difficult for them to afford adequate coverage, leading to lower 

subscription rates to premium plans (Chung, 2020). Prioritizing immediate financial 

needs over long-term planning, many young adults tend to delay or skip Takaful 

coverage, seeing it more as a luxury than a necessity. This leaves them exposed to 

unforeseen risks (Muat, 2024). 

This study focuses on young adults in smaller regions like Pekan, Pahang, as it 

remains an area ripe for exploration. Gaining insight into factors such as financial 




