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Abstract:
The general insurance and takaful industry in Malaysia has recorded progressive growth, particularly over the last six years. Demand for general insurance and takaful products has continuously risen, as reflected in the improvement in premiums of general insurance and  takaful. In addition, over 50 percent of total premiums were from the business corporation for conventional insurance takaful and in Malaysia. Factors like underinvestment and leverage, growth opportunities, expected bankruptcy costs, tax considerations, managerial ownership, company size and regulatory environment have been examined in this study to identify the determinants of corporate demand for Islamic and conventional insurance of Public Listed Companies in Malaysia. The data covers a five-year period from year 2002 – 2006. Three models of panel data estimation were employed, namely GLS with non-effects, GLS with fixed effects and GLS with random effects. The findings are robust to alternative specifications of the model i.e. GLS with the fixed effects model that help us to control for unobservable heterogeneity. The findings show that leverage, expected bankruptcy costs, tax considerations, company size, and managerial ownership play an important role in determining the corporate demand for conventional insurance and takaful in Malaysia. This study gives some important implications for various groups like the insurers and takaful (Islamic insurance) operators, the shareholders and creditors as well as the regulators in reflecting with the financial exposition factors that determine the corporate demand for Islamic and conventional insurance in Malaysia.
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