TAKAFUL INSURANCE IN ETHIOPTA:  PROSPECTS AND CHALLENGES

A market with great potential- November 2023
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TAKAFUL (ISLAMIC INSURANCE): DIFFERENT NAMES: SAME CONCEPT)

v Takaful Insurance v’ Sharia compliant

v Ielamic incurance,

L Incurance,

-—‘Q\H alal incurance, V' Riba free Incurance

v Ethical incurance, o -opera _— e

#Ig/a”"c ”‘“t“a/ insurance and
__insurance, V' Community incurance.

v Jelamic-alternative i
— Tnouramce s —

————— ! - - - —————————————————



MEANING OF TAKAFUL

“Takaful” ic the Sharia
e é'om;b/ian t brand name for the

NI_S’k-J;:‘c _alternative  to

~ conventional insurance.

“Help one another in virtue, righteousness,
and piety”.

5:2 The Holy Qur'an [



DIFINING ELEMENTS:

U Under takaful arrangements, invectmente permitted
are thoce who recpect the Iclamic religious law
(Sharia)
 Thece principles are derived from the prohibition of
~ three practicec by Sharia law that are the /e 60

 (nlerect) the Gharar(unceriainty)
— and the Maysir/imaar(gambiing)———




v In EtA/o,b/a, ctudie¢ have
conw'hc/hg[y chown that the
potential for General and Family
[akaful exicte and =

V' Aceordingly, National Bank of
Ethiopia (NBE) , hac iccued o
directive to licence a Jakaful
Operator or authorize a [akaful

Window Operator No. STB/1/2020
in accordance with Article 60( 1&2
and 64(2) of the Tncurance
Bucinece Proclamation No.
T4E/207Z nc omerded by the
Tncurance Bucinece (amendment)
Proclamation No.7163/20179.




R

—onlribule a certarm sum of money Lo a fand which will

518/1/2020 DEFINES TAKAFUL AS FOLLOWS:

Takaful” means (ooperalion belween members of a

communily whereby cach member underiakes fo

be used mutually Lo aseict the members agarmst-a————
defrned loss or damage”

— _-—V‘v/rD/k'éct/\;é t; Zicelf{g’é“a_ Talé;ﬂl/ —b,vb—é;&;tor‘o?»/lathoh'éelé-
fqéaﬁ{/ l/(/ih_a(ow 0p¢mtok /\/q. §7' 6/ j/ 2020



TAKAFUL:
Market

Developments




GLOBAL TAKAFUL MARKET DEVELOPMENT

L The Global Takaful Incurance Market ic

2027 and-ic-anticipated to grow with a—
healthy-growth-rate of wore than14-67% —
over the forecact period 2022-2028

Source: Market Size: 2022

—————valued-at-approximately /SD-28-5billion-in——



GROWTH-GWP

According to Allied Market

Recearch, Global Takaful
Lncurance Market ic
projected to Generate
$92.12 Billion by 2030.




GROWTH: MORE THAN CONVENTIONAL

Q witnessing a CAGR of 14.6%
From 20271 to 2030.
Q It wac alco projected that the
_ Family Takaful cegment will
———regicter the highect CAGR of —
16.3% during the period 2027~
0 7=
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Islam in
Ethiopia % Muslim (Sunni)
ETHIOPIA: sy
2007 Census M 60-69.9%
EPITOME OF Data 40:50%
B | ISLAM ks s
T RELEGION
%, - _, Southern n, _{'j ‘:‘.3,_ e

Nationalities,
and Peoples




DID YOU KNOW!

Q It ic agreed by Iclamic ccholare that Najachi gave
chelter to Muclim emigrants around 615-616

Q Agptert MHotammed PBU saw *T¢ was the first
hyra (migration) in Ietam hictory.

QO Ethigpia (Abyccinia or Alfabasha) ic-known -as-
 the Haven of the Frret Miygration or fjra.”

O Recorde —chow — that —Bilal—ibn—Ribah,—the
Firet Muezzin, the percon chosen to call the faithful
to prayer, and one of the foremost companions of
Muhamimad, was born in Mecca to an Abyscinian

 mother.




LARGE POPULATION: POTENTIAL MARKET

d Ldlam ic the cecond-largect religion in Ethiopin and the total
population ic ectimated at around 123.5 million ac of 2022.

] Lelam ic the cecond moct followed religion, with 33.9% of the
population being adherente. Ethiopian Qrthodox 43.8%, Muslim
31.3%, Protectant 22.8%, Catholic 0.2%, traditional 0.6%, other

BRGES (20 cheoty) Rl
Unfortunately—the lact national-cencus-wae conducted inthe-year

2007. Hence, ac per the Central Statictical Authority
(CSA) governmental data, Muslime are 33.9% of the population, up
From 32.8% in 1994 (according to the cencuc data of that year).
Before the publication of the 2007 cencue recults however, the-

_ Ug State Department ectimated that ‘approximately 45 percent

of the population i¢ Sunni Muglim.
— Source: Ethiopian Population ectimatec: 2022




Muslim population in zones in
Ethopia by percentages

. 90-100% = 10-19.9%

1-4.99%

0 s059.99% 1%
20-29.99%

50-56%

Lessthan .

MUSLIM POPULATION - ETHIOPIA

d relam ic most prevalent in
the Somali (18.9%), Afar (95.3%), and Oromia (47.5%)
/eegl'OhS'.

L Other courcec and a country ctudy claimed that
Lclam made up-50% of the total population

o ‘According to various cources, the number of muclim

population in Ethiopia ranges from a minimum of 31% to

a maximum of 56%.

D When computations are made out of the current
population in 2022. i.e. 126 wmillion, the number of muslime

“ranges approximately between 38.2 to 70.6 million”.



MUSLIM POPULATION: ETHIOPIA

H Ethiopia ic currently one of the fastest
gko;/hg countrie¢ in the world, with a
growth rate of 3.02% per year.

d 77 Ethiopia follows ite current rate of

~ growth, ite population will double in the
~ next 30 years, hitting 270 million by 2060.

210 willion

by 2060




GDP OF ETHIOPTA (IMF -2003)

E tA/o,b/a ¢ GD/D

hae¢ been on a

Ethiopia ic Anticipated to
Become the Third-largest
Economy in the Region — f a congtant upword

IMF. — -, Lrajectory, driven |

Increaced ite prior ectimate by developmente in

of the country’e GDP in 7 | the agricultural

and

2023 from $126 biflion to
infractructural

£156.1 billion.
cectors.




TAKAFUL IN ETHIOPIA

The long journey towards Iclamic financial cervices



//)?G WALK TO [SLAMIG INSURANECE

P o | DAftera long period of informal requests for the Ethiopian
. government, in 2007, a group of Muslims representing the
T 1 = Ethiopian Muslim Diaspora present several questions to the late

* . Prime Minister of Ethiopia.
UOne of the basic questions asked by the Diaspora
representatives was permission for Islamic banking in Ethiopia.
UThen, in 2008, a group of Muslims who has an interest to
establish Islamic banking in Ethiopia under the brand name “Zam-
¥ zam bank” presented the importance of establishing Islamic
~ banking in Ethiopia to the late Prime Minister Meles Zenawi.

-




BANKING SECTOR: ALWAYS ONE STEP AHEAD

d Following the high demand for Iclamic financial producte and cervices, in 2008, NBE

) \ reviced the “(icencing and Supervicion of Banking Businece” proclamation and iscued a
B new proclamation that createc room for establiching Iclamic financial inctitutione.
U 7he then—iccued proclamation was called ‘Proclamation Mo. 592/2008” and in thie
T proclamation Article 22, Sub-article 2 ctatec “The National Bank may iccue a divective

to requlate the banking bucinecces related to non-interect- éeam«g depocit mobilization
———and fand atilizations——— =

—— L And the move wac 'regara(ea/ a¢ & turning point in the Iclamic finance hictory of

e oo Etﬁuo/buz — — 2 e ek A O
s [ ol wing-the releace-of pr onMo.—592/2008, Article-22-Sub-article-2—all————
_____ conventional commercial banks in Ethiopia ctarted providing interest-free current —

account depocit cervicee.

——e



Effarts with zam zam bank

{“. Zam bank started selling the share to establish
i full-fledged Islamic banking and they were able
< toraise 137 million Birr within four months.
“ 0At that time, the minimum paid-up capital to
establish a bank in Ethiopia was 75 million Birr
(Zam-zam Bank, 2012)




QBecause of Directive No. SBB/al/201, the ways of establishing full-fledged [slamic banking in Ethiopia were closed and
finally,

Qon January I, 2012, the National Bank of Ethiopia informed the organizers of Zam-Zam bank either to establish a
conventional bank that can offer interest-free through window system or terminate the establishment process.

QThe main objective of Zam-Zam bank organizers was to provide alternative Sharia-compliant financial services for those
who are not accessing conventional financial services due to religious reasons.

QTherefore, they were not accepting the offer from NBE to establish a conventional bank and in May 2012, the
establishment process of Zam-zam bank was terminated by refunding the money to shareholders (Zam-zam Bank, 2012)




FULL-FLEDGED INSTITUTONS

O Al , after ceven yearc of exclusive IFB window practice in
Ethiopia, the carrent prime minicter of Ethiopia, Abiy
Ahmed vowed to permit the ectablichment of full-Fledged
interect-free financial ingtitutione on May 22, 2019.
Fo//owmg thic, over Aalf of tAe 7 ? ém«éc Aave ctarted the

cervice a¢ a window cervice.

~However, thoce who want to form a full-fledged TFB ¢caw o~
ray-of-hope-following-a-cpeechby Prime Minicter Abiy Abwmed —
at an Iftar program held at the Millennium hall. Abiy

 pledged to allow the formation of Full-fledged IFB banks and
hence Jam-Lam éecame the firct to recume ite

 ectablichment pi procecc

—— — e



Promises made by the government

U After the promise made by Dr. Abiy Ahmed, the National Bank of Ethiopia issued a new
proclamation known as "Proclamation No, 11a3/2019".

(AThe new proclamation permits the establishment of full-fledged Islamic banking in Ethiopia.
Article 99(1) of this proclamation states "Without prejudice to the requirements specified under
the provisions of the proclamation, the— National Bank may issue a Directive to prescribe
additional conditions of licensing, supervision, and requirements to establish Interest-Free Bank:
For this sub-article, Interest-Free Bank means a company licensed by National Bank t
undertake only interest-free banking business.”




Historically, Zam-Zam Bank, the nation's first fully-fledged, interest-
free bank (IFB) to obtain an operating license from the National Bank

of Ethiopia (NBE), officially launched in 2021.
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List of Full- Fledged Islamic banks in Ethiopia, 2022
National bank of Ethiopia , 2022

}

1Zam-Zam Bank 2020

2Hijra Bank SC 2021 [ e,
3Shebelle Bank 2021 | /
4Rammis Bank 2022



Interest free Microfinance Institutions in Ethiopia, 2022
National bank of Ethiopia , 2022

1Harar Microfinance Institution (HMFI

GINY LA
\ \V“fﬁ

: Dire Migke. Finagee AbStiution@® M) 2013

i ‘ somalifMicrofinance Institution (SMFI) 2012

Rays Microfinance Institution (RMFI) 2014




The Chronology of Events of the Takaful Industry in Ethiopia.

2008

*NBE
indicated
Islamic
finance on
the banking
proclamation
of 2008

—

2018

«Efforts to
create a more

2011

grgpusioes B hospiabe
September 2011 Shmat\e for
allowing the._s 'Islamic

_provision of financial

interest free
banking services
through
dedicated
windows in
branches of
conventional
banks. During®
this period
interest fre
banking serVices
has only contain™,
less than 49 of
the banking
portfolio in
Ethiopia.

(&

J

Aprl 2018.

V'

2022
*Four Insurers in
2020 Ethiopia are
. providing
*The National Takaful
2019 Bank of Insurance.
*NBE, has Ethiopia’s
allowed fully Directive
Islamic law- No.STB/1/202
compliant 0, a Directive
financial to license a
institutions, takaful
late June opgrator or a
2019.
-~
/
c':‘
:
.
' ; )

The long journey towards Iclamic financial cervices



Characterizing the
Ethiopian Incurance
Inductry




SHARE OF Gwe: AFRICA
V5. WORLD

1% OF INSURANCE
2% OF REINSURANCE

global incurance premiume are
poiced to curpace YSI 7

—trillion-for thevery-firettime—
in 2022 on the back of 6.1%
growth

: "Dec,;;te AA\;/';«\Q cloge to 16%

& ' of the global population, the
:

current inturance

———penetration-inAfricaic-about-
1.9 BILLION -POP

Swiss Re Institute’s [atest world insurance sigma report,
72022




There are six primary insurance regions in Africa, with South Africa constituting
around 70 percent of the insurance premiums.

Gross written premium (GWP) in Africa by region (as share of Africa total)

Francophone  Anglophone Southern North East Angola® South Africa
Africa’ West Africa Africa® Africa® Africa?
48.3
8.8 0.8
w .
3.9% 2.8% 3.8% 12.9% 4.8% 1.2% 70.6%

MCKlnsey Note: Figures may not sum to 100%, because of rounding.
& Company The boundaries and names shown on this map do not imply official endorsement or acceptance by McKinsey & Company.



For example, 91 percent of
) INSUrance premiums are

B : concentrated in just 100
- - *t:ﬂun’tries the Iar‘gest-nf“--—""-“
- which, South Africa, hulds 7I]

,,,,,, __J;Ezrcent of the market's
<M= | |i|I“Eﬂ'I1tIﬁ18 —







Source: McKinsey & Company



ETHIOPIA VS. KENYA @ 2022/23-BRIEF COMPARISON -WHERE ARE WE]

Ethiopia

* Population -123 million

» Total GWP reached Birr 22.8 billion(407 million usd)

« Insurance density(the ratio of premiums to population (per capita
premium).)-2.75usd

* Insurance penetration(premium as percentage of GDP) -0.43%

* Share of life(long term insurance) — 6% app

* Total asset has reached birr 40.8 billion-(app 785.7 million usd)

* Regulation: Licensing of foreign insurers: not allowed-closed door policy

* Insurance supervision: Under NBE

*No insurance academy

Kenya

* Population- 56.4 million

*Total GWP KES 275 billion (2.8 billion usd)

* Insurance density-45usd

* Insurance penetration -2.92%

» Share of life(long term insurance) — 45.3% app

*Total asset of KES 635.04 billion@ kenya 6.3 billion usd

* Regulation: Licensing of foreign insurers allowed- liberalized
* Insurance Supervision: Independent IRA

* Insurance academy-COl

Source: AID, NBE, IPA report and own



b oo

Birf

Ethiopian Reinsurance SC
Gross Premium and Market Share Overall Business of the Ell
(In Million Birr)
2022/23 2021/22 Growth
SN nsurance Market Share (I Gross Writt Market Share (I - Remark
Companies | Gross Written Premium | 2" <¢ . Sl {In Rank eSS IR GE ST ]| 2o (In Birr) (In %)
%) Premium %)
1 Abay 678.3 3.0 12 425 2.6 12 253.3 59.6
2 Africa 1,071.80 4.7 8 583.5 3.5 9 488.3 83.7
3 Anbessa 869 3.8 11 476 2.9 10 393 82.6
including Takaful
4 Awash 2,391.40 10.5 2 1,758.00 10.6 2 633.4 36.0Birr 40.0 milion
for 2022/23
5 Berhan 410.4 1.8 15 242 1.5 15 168.4 69.6
J 6 Bunna 925 4.0 9 473.2 2.9 11 451.8 95.5
7 EIC 6,901.50 30.2 1 6,545.00 39.5 1 356.5 5.4
8 Ethio-life 531 2.3 13 351 2.1 14 180 51.3
including Takaful
9 Global 347.6 1.5 16 162 1 17 185.6 114.6Birr 56.6 milion
. for 2022/23
10 Lucy 285.2 1.2 18 213 1.3 16 72.2 33.9
11 NIB 1,104.60 4.8 6 709.7 4.3 7 394.9 55.6
13 NICE 526.7 2.3 14 410 2.5 13 116.7 28.5
4Iincluding Takaful
- 14 Nile 1,092.80 4.8 7 783.8 4.7 6 309 39.4Birr 10.4 milion;
for 2022/23
12 Nyala 1337 5.8 5 892 5.4 5 445 49.9
including Takaful
Birr 26.0 milion &
1 15 Oromiya 1,600.00 7.0 3 939 5.7 3 661 70.4Agriculture
40.0 million for|
2022/23
16 United 1,555.00 6.8 4 930 5.6 4 625 67.2
17 Tsehay 923.5 4.0 10 585 3.5 8 338.5 57.9
1 18 Zemen 327.5 1.4 17 77 0.5 18 250.5 325.3
Total 22,878.30 100 16,555.20 100 4,846.80 29.3

B
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- TAKAFUL OPERATORS: £THIOPIA
ey \
Name of takaful Date of Takaful Brand Class of takaful
.‘_ operators license insurance
/1] .:i l\‘ ‘\ \\
[ 1\
|
; ; Awash Insurance Salaam Takaful | General takaful
Company S.C. (AIC)
N\
\\\\\\\ II////

.




TAKAFUL MARKET: ETHIOPTA: 2023

Gross Premium and Market Share Overall Business and
takaful

PR Market Share: Takaful
Total GWP RANK GWP SH‘Z‘{ﬁE
4 Awash 2,391.40 240 31_3¥
9 (Global 347.6,  1656.6 44.4
14 Nile 1,092.80 710.4 8.2
15 Oromiya | 1,600.00 3120.6 16.1
Total 5,431.80 127.6 100.0 S = 12

S - —
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AGENT 10 POPULATION RATL0

A China hac a ETHIOPIA HAS A
ratio of 1 agent RATIO OF 1
to 181 people, AGENT TO

— 0O The (/S haca 96,225 PEOPLE

) ratio of 1 agent
to 277 people,

d Malaysia hac a
ratio of 1 agent
to 202 people




CHARACTERTZING THE INDUSTRY

ACTUARY

- NO SINGLE
ACTUARY .




<30%
30-60%
60-70%
70-80%
80-90%
90-97%

=97%

Overal literacy around the world



Directive No.STB/1/2020.

} :\\/ - It'e an achievement we have been crying for

—

years;

v NBE: hae done ite homework
) 7‘/ Takaful o,bemtor[fa//—ﬂedged}/ takaful window i
 operator(branch alongside conventional) |
v Faw[y[/zf'e)/ General takaf'a/[uan /:f'e)
\/ O,bemtmg mode/—Deﬁnec the f?dacmry |
_ relationchip between participante and takaful

o,bekatakc -
i Otherwice, mutat:s' mutanalis'— w:tA a//

preceribed under incurance proclamation
2¢6/2012 and comendment NO. 1163/29

———



§',becm/ requirements -7 5/ 7/ 2020

V' Authorization from NBE(application
For authorization+ Feacibility ctudy)

1 1% Separate Policy and procedures on
— Shariaovercight o
— V" Sharia Advicory-council [ §'AC’) in

———addition to-the Board-acte a¢
———advisory body on Sharia principles
V" SAC consists 3

meméeké(@ow/edéézi-é/e:'uh«garanbe) o

Sharia ccholar, adequate expertice in

S

Lonaneial cervicee)



Operatore chall have .

4

v Organ: Separate unit
" Manpower: Head of takaful operatione
V' Segregation: Set ceparate account
V/“ VlS’Iél/lty TRkAﬁl/ windows¢ are dls'p/ayed wS‘:é/_y
—v“—Qperating model: RS g
—_Maintain documentation- ceparate contact
_governing relationchip-and transaction with

participants;

V' Fund policy/investment policy and caleulation of , ‘
_ profite/recognition of deficit

S



~ Dicelocure and transparency-.

v publich detaile of the model and with charia

i ,brinci,b/ec
"V Understandable language and minimum technical
7 jargong
— Tnform participants with in ceven dayz' ~change or |
————modification
— V Cubmit quarterly report to /\/86 a¢ per the
template and format preccribed under

_ SIB/38/201¢

S



Operatore chall have .

4

V' Pemuneration to the takaful operator/window
" operator
VG egregate accete of participants/ from accete of
— chareholdere
—v— & eparate fund/bank account for f'anﬁ_'y and general ]
—— takaful :
— ' Surplue distribution s’uéject torecommendation éy
actuary [external auditor , endorced by SAC and
_____ approval of the board and NBE
v V' Surplug dictribution ic cubject to generally accepted

actuarial principlec
1 Dictribution as per the contmct

S



Improvemente

1. Retakaful:
V" Barely makee mention of retakaful
TV 2.1.3 :Encure that the claime and retakaful are

— 7 paid from participants funde
— Relationchip, manner and terme with reincuarers—
—VL_Pe-takaful contributione——
—2. High authority for SAC————

_ V' All expencec muct have been approved éy QAC'
V' The role of SAC is huge

V' Investment, promotion, claims

S



Improvemente

9

3. Tnvectment:
V" Detail invectment areac (charia compliant)
TV it of approved investment optione

4. Reporting gaps
——S5-Micro-takaful P e ]
——6-Bancatakaful

e —————

——

————




Y BancaTakaful

ac alterntive
 Omnichannel cuctomer engagement
_M:?Bamés’ become
;“one ctop”

—

___‘Financial cupermarket”

61
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Ethiopia: Patehtl'a/—,bo,bu/atl'Oh—ng MARKET 63

V' The mogt populous landlocked country in the )
an\\tinent of Africa and the cecond-most populous
country of Africa after Nigeria, the 19th moct
_populous country in the world.

‘Llfé'tluo,bm followe ite current rate of' growth ite

~population will double in the next-30 years, hitting —

*2—7-0 MI’//IOO#I é y 206 Oo (Attp://wor/dpopu/atiaurew’ew.cam/cauutries’/ethiopia—papu/atiau/zo75’)
V' Moreover, ac Ethiopia has over 110 million,
predominantly young and gkowmg middle clace

population, there ic greater demand for the cervice



http://worldpopulationreview.com/countries/nigeria-population/
https://www.cia.gov/library/publications/the-world-factbook/rankorder/2119rank.html
https://en.wikipedia.org/wiki/Ethiopia
http://worldpopulationreview.com/countries/ethiopia-population/2018

—Ethiopia more than the number of Muslime in

“many a¢ in Sudan.

Demographic

It ic important, however, to put the
significance of Ethiopia’c Muglim population —
in perspective.

Ectimateg put the total number of Muslime in

Saudi Arabia, Syria or Yemen and almost as

Al thece provide potentiale to broaden
 Ielamic finance in general and ingurance

_____ coverage using takaful, in particular.

Islam in
Ethiopia

2007 Conows

bm

% Muslim (Sunal)
' Owe W3
Bonn

[ N
Boun

Do
Cliwew 118

Somall

(00



Potential: religious bagce

Iclam in Ethiopia ic the—one of the most widely—
practiced religion.
Lelam ic the religion of the overwhelming majority of the

— Somali, Afar; Argobba, Hareri, Berta, Alaba and Sifte—

and alco hae many adherente among the Gurage and
the Qromo, the largect ethnic group in Ethiopia. —




Strong religious bace

i ‘/ Ethiopia hag close ties with all three major
Abrahamic religions.

V' Ethiopia hac the firct Hijra in Tclamic hictory

and the oldect Muslim settlement on the

continent. The religion ic deeply rooted in Ethiopia;

"V Early in the 7th century a group of Arab followers

of Islam in danger of percecution by local

—— authoritiec in Arabia took refuge in the Axumite

——— Kingdom of the Ethiopian highlands.

—— Ac a recult of this generoity, the Prophet = A

 Mohammed comcluded-that Ethiopia-chould-not-be N

_targdted for jiladaan e i

——e ! - - - —————————————————
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Challenges that are inhibiting the uptake

ted'products |

jted Awareness
tion/promational campaigns

inclination towards insurance

e Insurance products are not
datory -makes reluctant to take it up

ative saving culture - a hindrance in
Ake

yacity of professionals working in the
stry



Regulatory concerng

— v baps in the requlatory front: -

e Comprehen(’/ve directivec

D K% Experience of NBE on takaful

I ———— e ——————————————————————

v Trained manpower —scarcity of human _

Bl eCourtee ==t e




~ ¢ystem could motivate ctaff to join the cector;

Human recources-Takaful Operators

lncle of chilled manpawer in the field

Hence traininge and experience charing exercices

chould be undertaken with thoce countriee having
rich expocure in the field———— g o g
Adequate training coupled with cufficient incentive

(ece advancement of technology




~ POTENTIAL MIS-SELLING:

v Data and information
\f Product knowledge
— Dictribution aAa//enge and coct
_V Awarenecc creation TR

— Rick management——————

v Internal control

———

—————
———



g Awarenece creation:

v Public awarenece-What, why, concept,
 difference..etc
— Economic and cpiritual benefite of

 takaful

—— = i

— Working w/tA group oF re/zgzouf ccAo/arc

 (dlama) :
) [akaful i¢ For a//— non - mullime

P 4 /Med/a cl&hhefﬂcommah/cation

_ Different modele-understanding —



~ MARKETING FOR TAKAFUL

' PRODUCT CONCEPT

v DISTRIBUTION -

v PROMOTION AWARENESS CREATION
v INTERNAL VS EXTERNAL MARKETING
— UNSOUGHT GOODAATENT DEMAND

v PELATIONSHIP MARKETING
v GIVE AWAY MATEPIALS N
S gpANDING

———— : - - - - - —_— _— - - — —_——————— —



I(T

~v ICT development
af Modern cerviceg
—~ lack of ctandardization,
v technical efficiency, operating
——efficiency,
v Inadequate technology development




_ Otherc

v Rural market,
af Micro takaful
— omall penetration rate,
v differences in culture,

— non- charaih com,b//ance r:g’é a,bemtmg

efficiency,
— income level o/,bakt/c/,bantc




76

_
_
|
|
_
|
ﬁ
|
,
_
_

A

AH

AD

£0

THE




 The future of takaful - Requires the
__conerted effort of all

i Exploit the untapped potential
jx\‘/ NBE- Create enabling requlatory environment
_j\/ Policy makere- The potential of islamic finance

;‘/ ~ Result= alternative cervice, penetration, dengity,

contribution of insurance to GDP, accescibility,....




Narrow the gap

-
-

vInsurers- Understand the takaf

lack knowledge of sharia pringiples' . g
demand of the people,- g ] 5

v'Religious scholars- k Mapia L ‘

but barely understand the p

v'Together avoid myths and biases
(ORBO




Ingurere and customers are ctarting to realice
that:

———
~

V' There ic a cignificant market for takaful: -

\

V' Takaful producte can be price competitive with
______ conventional ingurance products; and

Y Takaful ic inherently ethical and ic obliged to invect in

______ ethical products.
V' Thi¢ combination gﬁﬁtétma[mvggtment po&q,ﬁgmﬁmﬁ
__growth potential and price competitivenece makes for a
__compelling bucinece propogition to nonMuglime ac well
V' The potential for takaful ic beyond question. But there
are many hurdles to overcome if thic market ic to realice-
_itepatentiole oo e N ER——




— INsuReRs

—— v Train staff-capacity building -
i: v Experience charing

—— v Underctand the demand gap———
¥ Develop appropriate models

—— v Educate the public

e —

————



— BANKS

— Shy away from traditional cervices and

offer producte in bundle to maximize

—

—

___customers cervice quality and efficiency;

———

—Develop genem/fs't-m/tpéagémg ot

— employees —

N B bmerianasart of B sty

V' In todaye Incurance market, come

———ctudiec have chown that coct of ————

—distribution accounts over 50%;

————




The legal and regulatory wing

:\ v Enabling regulatory landscape:

v Improved requlations cpur Takaful growth;
V' Clear Policiec and ctrategiec with regard to the

—
———

incurance cector in general : Addreccing the challenges
related to infrastructural, technology, consumer ,brotect:ou,

" and buginece drivere affecting bancatacaful [TAKAFUL, in

particular

———V Regulators must be cupportive in all ac,bects' éy s'ettmg ’

S

the-neeeeeary-directives——————— e e
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Regulatory concerng

v C/AF/@/ F0/€§’ w«a/ F€§/b0h§’/'él'//t/'e§’
""" S V' Avoid potential conflicts of interest for bank-led

o ingurers , contagion and reputational ricks.
7V Getting clear directivee and operating quideline
;”l.’ C on e = A

v Agentcrmrode/f; |
v Im)es'ti;enf_a-///;ecf/\'/-e,“ ..ete
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Government

V' political will whereby genuine cupport from

the government i needed for the effective

introduction of Ielamic incurance or takaf:

— V' Thic capport-chould-becabcequently follow:

by broad publicity of the newly introduced
o ,'ndas‘fryj_ai»{ amendment of the lawe, and
the development of the nececcary

::nfrag’tmf-targ_s’ to facilitate an eff qg@}f\/_e_ “

collaboration with intermnational

__organizations.




The role of Media-promotion

S

V' Awarenese creation and promotion ctrateqy is

needed -

Y Takaful: A viable alternative for anyone ceeking to

____manage financial rick: not on(y for Mugclime

—_belonge to Muclim community only
— Stronger voice —to takaful

S

V7o educate the public and improve financial literacy

v to remove the myth that Takaful incurance only
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d 7akatul ic
accepted and
poscible to be
introduced into
conventional
environment
markets with
ethice being a
central part of

Takaful

AVOIDING MISCONCEPTIONS

In countries like Ethiopia where
Muclime, Chrictiane, and other
religiong live peacefully. The efforte
exerted by Takaful can be
eucceceful if the cervicee are

cupported by the right product,
dictribution channel fair price
and value adding cervicee, and of |

course adequate promotion and

awareness creation.




Technology and HR capacity

v Technology- to provide fasct and
efficient cervices for customers

v Develop HR capacity of —
leaderchip(Board and management)

and employees of banks, incurers,
reincurers and the requlator




Human Pecource concerne
v Lack of technical competence.

TV Bank employeec are unable to manage

—

—f

complex incurance programs required by

—

_ commercial cliente..

———"Adequate training coupled w/tA

T

cufficient incentive cyctem could avert

——

the ctaff recictance, if any
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TAKAFUC-RE

————,

V' Retakaful ic a “Takaful for Takaful operatore”
V' Reincurerc chould avail the nececcary capacity

Ve theexicting reincurerc [new takaful

reingurance com,bames'

— V' _There ic an opportunity f'ak retaéaf’a/ o,bemtars' to———

——aggigt the growth and expansion of takaful

—] meurance.

——
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Concerned ctakeholdere

Ac always, my recommendation ic intended to draw the attention of
policy makere- decign a clear and participatory policy and ctrategy
addreccing the incurance sector

can be a panacea for addreccing ctructural problems and even the
odd¢ of the industry that hampered its growth and development
Independent Incurance Regulatory Authority- FAR CRY
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