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Abstract:

This study aimed to design and validate a systemic model for stakeholder engagement in the public policymaking of Iran’s
insurance industry in response to Takaful institutions. The research adopted a mixed-method (qualitative—quantitative) design
implemented in two sequential phases. In the first phase, a systematic literature review was conducted across three key
domains—stakeholder management, public policy in the insurance sector, and Takaful institutions—to develop an initial
conceptual framework consisting of 12 main components and 36 operational indicators. In the second phase, a descriptive—
survey approach was employed. Data were collected from managers, experts, and senior specialists in Iran’s insurance and
Takaful sectors using a researcher-designed questionnaire. Content validity was confirmed by experts, while reliability was
assessed using Cronbach’s alpha, composite reliability (CR), and average variance extracted (AVE). Data were analyzed using
Structural Equation Modeling (SEM) via SmartPLS software. The model demonstrated satisfactory goodness of fit, with all
constructs showing factor loadings above 0.7, Cronbach’s alpha and CR values above 0.7, and AVE values exceeding 0.5. The
12 key components identified were regulatory oversight, Sharia compliance, stakeholder awareness, financial structure,
corporate interaction, Takaful development, public trust, institutional support, IT infrastructure, international market alignment,
comparative regulation, and stakeholder participation. The findings highlighted that transparency, effective communication,
adherence to Sharia principles, digital innovation, and international collaboration are crucial drivers of stakeholder engagement
and the sustainability of the Takaful industry. The proposed systemic model provides an indigenous and comprehensive
framework that can guide policymakers and insurance managers to strengthen stakeholder engagement and enhance the
governance and sustainability of Takaful institutions.
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Extended Summary

Introduction
In recent decades, the global insurance industry has undergone profound structural, technological, and regulatory

transformations. Among the most significant of these developments is the rise of Takaful—an Islamic insurance system that

O

Copyright: © 2025 by the authors. Published under the terms and conditions of Creative Commons Attribution-NonCommercial 4.0 International (CC BY-NC 4.0) License.



http://creativecommons.org/licenses/by-nc/4.0
http://creativecommons.org/licenses/by-nc/4.0

J%JW}AW}E}&;}}AT4Q){'M

operates in compliance with Shariah principles and serves as an ethical and cooperative alternative to conventional insurance
models. The Takaful system is rooted in the principles of ¢ta’awun (mutual cooperation), tabarru’ (donation), and brotherhood,
emphasizing risk-sharing and collective welfare rather than risk transfer and profit maximization (Abduh, 2019). Unlike
conventional insurance, where premiums are treated as a contractual payment to transfer risk, participants in Takaful contribute
voluntarily to a pooled fund to support one another against loss or damage, making the model inherently moral and socially
cohesive (Ab Rahman & Buang, 2023).

This cooperative and community-oriented nature of Takaful makes it an integral component of the broader Islamic financial
system, combining economic efficiency with social equity. Scholars have underscored that Takaful companies must adhere
strictly to Shariah governance, transparency, and ethical oversight to ensure legitimacy and public trust (BenSaid, 2023).
Moreover, Takaful institutions have been recognized as pivotal mechanisms for financial inclusion and sustainable economic
growth, particularly in Muslim-majority societies striving to align financial practices with ethical and religious imperatives
(Hassan et al., 2024).

Despite these advantages, the successful implementation of Takaful within national insurance sectors depends heavily on
multi-level stakeholder engagement and effective public policymaking. The insurance industry is a complex ecosystem
composed of diverse stakeholders—regulators, insurers, policyholders, investors, and Shariah boards—whose interests must
be harmonized through structured policy frameworks (Awa et al., 2024). In countries like Iran, where the Takaful system is
still in its infancy, the lack of a coherent model for stakeholder participation in policymaking has impeded institutional
development and limited public awareness and trust (Hamzeh & Ghanbarzadeh, 2023).

Previous research has revealed that successful Takaful systems, such as those in Malaysia and Brunei Darussalam, have
achieved operational sustainability through robust Shariah governance, cross-sectoral collaboration, and regulatory
transparency (Ruhana et al., 2023). Conversely, in countries without systematic frameworks for stakeholder collaboration,
Takaful institutions often suffer from fragmented regulatory oversight, insufficient public education, and limited market
penetration (Niakan & Khadivar, 2022).

Stakeholder theory provides a useful conceptual foundation for addressing these challenges. It posits that organizations must
balance the interests of multiple parties that are affected by or have influence over corporate outcomes (Awa et al., 2024).
Extending this perspective to the insurance sector suggests that public policymaking must incorporate participatory mechanisms
allowing diverse stakeholders to co-create strategies, mitigate conflicts, and enhance collective accountability (Skydan et al.,
2021). Effective stakeholder interaction not only improves governance and transparency but also fosters innovation and
adaptability in rapidly changing environments (Slunge et al., 2017).

From a national perspective, Iran’s insurance sector requires a systemic model that integrates stakeholder collaboration with
Shariah compliance, technological innovation, and regulatory adaptability. Prior Iranian studies have underscored the role of
strategic foresight, fuzzy Delphi techniques, and scenario planning in forecasting the evolution of the Takaful sector (Imani &
Noori Varzani, 2023). Others have highlighted the positive influence of research and development expenditures on financial
stability and inflation uncertainty within Islamic insurance frameworks (\Mohagheghi et al., 2023). Corporate governance and
risk management mechanisms have also been identified as essential drivers of efficiency and market performance (Samani et

al., 2023).
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Therefore, designing a systemic model for stakeholder engagement in Takaful policymaking can bridge the gap between
theoretical ideals and practical implementation. Drawing upon stakeholder theory, systems thinking, and Shariah governance
principles, this study proposes an integrated approach for enhancing transparency, accountability, and cooperation among all
actors in the Iranian insurance ecosystem.

The main objective of this study was to design and validate a systemic model for stakeholder participation in the public
policymaking of Iran’s insurance industry in response to Takaful institutions.

Methods and Materials

This research employed a mixed-methods design (qualitative—quantitative) implemented in two consecutive phases.

In the first phase, a systematic literature review was conducted across the three thematic domains of stakeholder
management, public policymaking in the insurance industry, and Takaful institutions. This process involved the critical
examination of both domestic and international scholarly works, leading to the identification of key variables and relationships
relevant to stakeholder interaction in Islamic insurance contexts. Through qualitative content analysis, 12 core components and
36 measurable indicators were extracted and synthesized into an initial conceptual framework.

In the second phase, the conceptual model was empirically validated through a quantitative survey. The statistical population
included managers, senior experts, and policy advisors from Iran’s insurance companies, regulatory bodies, and financial
institutions involved in Takaful-related operations. A researcher-designed questionnaire, developed based on the qualitative
findings, was used for data collection. Content validity was confirmed by a panel of domain experts, and the reliability of
constructs was verified using Cronbach’s alpha, composite reliability (CR), and average variance extracted (AVE).

Data analysis was performed using Structural Equation Modeling (SEM) in SmartPLS software. Factor loadings, reliability
coefficients, and model fit indices were evaluated to assess both measurement and structural validity.

Findings

The empirical findings confirmed that the proposed systemic model demonstrated a high degree of reliability and construct
validity. All 12 components exhibited strong factor loadings (above 0.7), Cronbach’s alpha and CR values exceeding 0.7, and
AVE values above 0.5.

The analysis identified Regulatory Oversight and Shariah Values as the most influential components in aligning Takaful
operations with legal and ethical principles. These dimensions captured the essential role of governance transparency,
compliance monitoring, and Shariah supervisory boards in sustaining institutional legitimacy.

Stakeholder Awareness and Public Trust emerged as powerful determinants of model sustainability. Results showed that
stakeholders’ knowledge of Takaful principles and their perception of ethical integrity directly influenced confidence in Islamic
insurance products.

Financial structure indicators, such as the diversity of Islamic financial instruments and liquidity flexibility, also played a
significant role in the model. Similarly, inter-firm collaboration and institutional support mechanisms were found to enhance
cooperation among insurers, regulators, and Shariah bodies.

The dimensions of Takaful Development and Information Technology Infrastructure highlighted the importance of
innovation, digitalization, and secure data management in fostering transparency and operational efficiency. Furthermore,
International Market Adaptation and Comparative Regulation reflected the industry’s need to harmonize with global standards

while preserving local Shariah authenticity.
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Finally, Stakeholder Participation was validated as the integrative construct connecting all other dimensions. Higher levels
of engagement and communication among diverse actors led to greater policy coherence, institutional adaptability, and
systemic resilience.

Discussion and Conclusion

The findings of this study underscore that effective stakeholder participation is central to the sustainable growth and
governance of Takaful systems. The validation of a 12-component systemic model confirms that stakeholder engagement in
public policymaking extends beyond mere consultation—it constitutes a structural necessity for aligning ethical, economic,
and institutional objectives within the insurance industry.

The strong statistical relationship between Regulatory Oversight and Shariah Values supports the premise that transparent
governance and consistent Shariah supervision are the foundation of trust and legitimacy in Islamic finance. This harmony
between law and faith ensures that Takaful institutions remain both compliant and competitive.

The positive influence of Stakeholder Awareness and Public Trust reveals the human and cultural dimension of the model.
When stakeholders—including policymakers, customers, and insurers—possess adequate knowledge and confidence in
Takaful mechanisms, the system becomes more inclusive and resilient. Education campaigns, public communication, and
participatory forums can thus serve as catalysts for expanding the Takaful market in Iran.

The results also demonstrate that robust financial structures and inter-firm cooperation are indispensable for sustaining
growth. A flexible, Shariah-compliant financial base enables insurers to innovate and adapt to dynamic market demands.
Moreover, partnerships between private firms and regulatory authorities foster collective accountability, which in turn enhances
the credibility of the entire insurance ecosystem.

Technological infrastructure emerged as a transformative driver in the stakeholder engagement process. Digital platforms
can bridge information gaps, accelerate policy implementation, and enhance data transparency. By investing in secure, efficient,
and interoperable IT systems, Takaful operators can create real-time networks of communication between regulators, insurers,
and policyholders, strengthening systemic integrity.

International alignment and comparative regulation constitute the external dimension of the model. By learning from the
experiences of mature Takaful markets such as Malaysia and Brunei, Iran’s insurance sector can adopt adaptive regulatory
practices that balance global integration with local values. This dual orientation—global in structure, local in spirit—can ensure
the long-term competitiveness of Iran’s Islamic insurance industry.

Overall, the systemic model developed in this study represents a comprehensive, indigenous framework for understanding
and optimizing stakeholder interactions in the Iranian insurance context. It integrates institutional, ethical, technological, and

cultural perspectives into a cohesive structure that reflects both global best practices and domestic realities.
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