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Abstract. The Arab states of the Persian Gulf (ASPG), i.e. Saudi Arabia, Qatar, 

Bahrain, Oman, Kuwait and the United Arab Emirates, have adopted different pro-
tection mechanisms in recent years to attract foreign investors. One of the most sig-
nificant mechanisms in this regard is foreign investment insurance. The noteworthy 
point is that these Arab states are Islamic ones and the existing laws in these socie-
ties are based on Islamic doctrine. Purpose: The basic purpose of the current article 
is to answer the main question: Have the relevant laws regarding foreign investment 
insurance in the ASPG also paid attention to Islamic insurance? Research Method: In 
this study, quantitative and qualitative methods have been used to examine the 
laws regarding Islamic insurance in the relevant states. Conclusion: The present re-
search has come to the conclusion that first, although the ASPG are Islamic ones, 
some countries such as Oman and Kuwait have enacted Islamic insurance laws in the 
last ten years (in 2016 and 2019, respectively). In any case, all these states have es-
tablished Islamic insurance laws. Second, some of these countries' insurance laws 
include Islamic and conventional insurance at the same time, like Qatar. Third, all six 
Arab states in this region believe that insurance laws should not contradict Islamic 
doctrine. According to the Saudi Insurance Law (approved in 2005), all insurance op-
erations in Saudi Arabia must be based on Sharia law. 
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Аннотация. Арабские государства Персидского залива (ASPG) – Саудов-

ская Аравия, Катар, Бахрейн, Оман, Кувейт и Объединенные Арабские Эмира-
ты – в последние годы создали различные механизмы для привлечения ино-
странных инвесторов. Один из наиболее значимых механизмов – страхование 
иностранных инвестиций. Примечательно, что эти государства являются ис-
ламскими и их действующие законы основаны на исламской доктрине. Цель: 
ответить на главный вопрос: уделено ли в законах, регулирующих страхова-
ние иностранных инвестиций в ASPG, внимание исламскому страхованию? 
При подготовке исследования использовались количественные и качествен-
ные методы для изучения законов, касающихся исламского страхования в 
соответствующих государствах. Автор пришел к выводу, что, во-первых, хотя 
ASPG являются исламскими странами, некоторые из них, такие как Оман и 
Кувейт, за последние десять лет приняли законы об исламском страховании 
(в 2016 и 2019 гг.). В любом случае, все эти государства установили ислам-
ские законы о страховании. Во-вторых, законы некоторых стран, например 
Катара, предусматривают исламское и традиционное страхование одновре-
менно. В-третьих, законодатели всех шести арабских государств в этом ре-
гионе считают, что страховые законы не должны противоречить исламской 
доктрине. Согласно Закону Саудовской Аравии о страховании (2005) все 
страховые операции должны основываться на законах шариата. 
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Introduction. Many capital-exporting countries use unilateral initiatives to 

further protect their investors when investing in developing countries in the form 
of government-sponsored insurance through export credit agencies and import-
export banks. They provide an additional layer of protection against mainly politi-
cal risks. These unilateral measures were followed by multilateral measures by a 
number of countries that decided to provide insurance through a multilateral 
agency called the Multilateral Investment Guarantee Agency (MIGA). The func-
tioning of these agencies as an insurance institution is the last solution in this re-
gard, which means that investors are expected to seek the support of insurance 
companies in the first place, and if they do not get the required support Through 
these companies, they may seek the support of national insurance programs. At 
this stage, if companies and investors cannot find the protection they need 
through national insurance programs, only then can they resort to MIGA. The dif-
ference between the insurance programs provided by insurance companies on 
the one hand, and the programs provided by import and export banks and MIGA 
on the other hand, is that the list of political issues covered by MIGA and the 
banks is more expanded than what the insurance companies cover.  

Therefore, insurance is another protective mechanism which investors try to 
buy and guarantee their investment. Access to insurance, as part of a broad range 
of essential financial services, is especially important for foreign investors in order 
to smooth investment process, build assets, absorb shocks, and manage risks asso-
ciated with irregular and unpredictable conditions1. However, using insurance by 
Muslim investors or in Islamic states is considered in different way which is more 
cooperative and based on Islamic doctrine. In majority Islamic countries, accessing 
and using insurance products has been quite limited, as many Muslims avoid such 
services over concerns about Riba (interest), Gharar (uncertainty and ambiguity in 
contracts), and Maysir (speculative risk), among other factors. Takaful insurance 
products (Islamic Insurance) are emerging as a central part of the Shariah-
compliant family of financial services, helping meet insurance needs in ways that 
are consistent with the Islamic norms and beliefs of majority Islamic countries. 
Takaful has been developing steadily since the first Shariah-compliant insurer was 
founded in 1979, based on a Shariah-compliant cooperative model resembling mu-

                                                             
1 Gönülal, Serap, Takaful and Mutual Insurance: Alternative Approaches to 

Managing Risks. Directions in Development and Finance, Washington, DC, World Bank 
(2013) [Electronic resource]. URL: http://hdl.handle.net/10986/13087 (accessed: 
18.10.2024). 
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tual insurance. This is based on a group of participants donating funds into a pool 
that members can then use in the event of specified unfavorable contingencies. 
While practitioners have applied varying business models and standardization re-
mains a challenge, many policy makers recognize the potential of takaful to expand 
financial inclusion and have aimed to promote the industry with supportive legisla-
tion and effective regulation. The response has been strong, with premiums grow-
ing about 30 percent annually between 2007 and 2010, reaching US$8,3 billion2

1. In 
addition, the takaful market size has grown rapidly in recent years. It will grow 
from $29,54 billion in 2023 to $33.14 billion in 2024 at a compound annual growth 
rate (CAGR) of 12,2 %. The expansion during the historical period can be credited 
to the growth of Islamic finance, increasing awareness of Islamic insurance, gov-
ernment backing and regulation, ethical and social responsibility, and partnerships 
in Islamic banking. This robust performance is expected to continue, based on sub-
stantial latent demand in Muslim majority countries and improvements in the in-
dustry, including better distribution capabilities. As, the takaful market size is ex-
pected to see rapid growth in the next few years. It will grow to $51,75 billion in 
2028 at a compound annual growth rate (CAGR) of 11,8 %32 and $126,8 billion by 
2032 at a CAGR of 15,2 %43. 

 

 
 

Takaful Global Market Size from 2023 to 2032 (source: investigation of author) 

                                                             
2 Gönülal, Serap, Takaful and Mutual Insurance: Alternative Approaches to 

Managing Risks. 
3 The Business Research Company, Takaful Global Market Report 2024, February 

23, 2024 [Electronic resource]. URL: 
https://www.thebusinessresearchcompany.com/report/takaful-global-market-report 
(accessed: 18.10.2024). 

4 Takaful insurance Market research 2032, September 2023 [Electronic resource]. 
URL: https://www.alliedmarketresearch.com/takaful-insurance-market-A11835 (ac-
cessed: 18.10.2024). 
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Considering the Global Market size of the takaful and its significant annual 
growth, it is necessary for Islamic states, whose goal is to attract more foreign in-
vestors, to pay attention to this commercial field by taking into consideration the 
legal framework. Therefore, in line with the basic question of this article, i.e. have 
the relevant laws regarding foreign investment insurance in the ASPG also paid 
attention to Islamic insurance or Takaful, five basic hypotheses are considered: 
first, Although the ASPG are Islamic ones, some countries such as Oman and Ku-
wait have enacted Islamic insurance laws in the last ten years (in 2016 and 2019, 
respectively). Second, Takaful activities started much earlier on the basis of Islam-
ic fatwa, and years later, Arab states enacted Islamic insurance laws. Third, all 
ASPG have established Islamic insurance laws which including Takaful and con-
ventional insurance at the same time. Fourth, some of these countries' insurance 
laws include Islamic and conventional insurance at the same time, like Qatar. 
Fifth, all six Arab states in this region believe that insurance laws should not con-
tradict Islamic doctrine. In accordance with the hypotheses, the current article 
proceeds in four steps. Part 1, focuses on concept and definition of Takaful insur-
ance; in this part, concept of Takaful has been considered from the point of view 
of laws. Part 2 ponders the main relevant laws which considered the Takaful in-
surance in Arab states. Part 3 makes a brief comparison between the Arab states 
of Persian Gulf through a table. The last part concludes. 

The concept and definition of Takaful insurance. Takaful originates from 
the Arabic word Kafalah, which means “joint guarantee”. The concept is in line 
with the principle of compensation and shared responsibilities among the com-
munity. Takaful originated within the ancient Arab tribes as a pooled liability that 
obliged those who committed offences against members of a different tribe to 
pay compensation to the victims or their heirs. This principle later extended to 
many walks of life in Modern Islamic world, including maritime commercial rela-
tions, in which participants contributed to a fund to cover anyone in a group who 
suffered mishaps on sea voyages5

1. From the point of view of law, the concept can 
be seen within the Bahrani and UAE’s Takaful law. According to the Bahrani Taka-
ful Modules, it is generally accepted by Muslim Jurists that the operation of con-
ventional insurance does not conform to the rules and requirements of Shari’a. 
Takaful firms6

2 provide products and services corresponding to those offered by a 
conventional insurer to an insured (policyholder) but in a legitimate co-operative 

                                                             
5 Institute of Islamic Banking and insurance, Islamic insurance (Takaful), 2024 

[Electronic resource]. URL: https://islamic-banking.com/islamic-insurance-takaful/ 
(accessed: 18.10.2024). 

6 The insurance firms that choose to apply Shari’a to govern their operations 
and products. 
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manner consistent with Islamic principles. Accordingly, takaful contracts are de-
signed so as to be free of any gharar (uncertainty that would render them non-
compliant with Shari’a), riba (interest) and other prohibitions7

1. Furthermore, the 
concept of takaful involves the payment of contributions that are wholly or par-
tially donated to form an insurance portfolio. The pooled resources are then used 
to pay indemnity when the insured risk occurs. The pooling of donations and as-
sisting those in need through indemnity payments does not contradict Shari’a but 
is in line with the principles of compensation and shared responsibilities among 
the community8

2.  
In addition, according to the Takaful law of UAE, Takaful insurance means a 

collective contractual system aiming at attaining cooperation between a group of 
participants to face specific risks whereby each one of them pays a certain con-
tribution that leads to formation of an account called the participants' account 
through which the due compensation will be paid to whomever the risks are real-
ized in his respect. The Takaful operator will manage the account and invest the 
amounts collected therein against a specified remuneration9

3. 
Islamic Insurance Regulations of Arab States of Persian Gulf. Regarding in-

surance laws, three approaches can be observed among these six States: 1. Coun-
tries that have directly and transparently established Takaful insurance law, such 
as UAE, Bahrain and Oman 2. Sates which do not directly have a law under the 
title of Takaful, but their insurance law includes Takaful and conventional insur-
ance such as Kuwait and Qatar. 3. Countries that do not have a law directly for 
takaful insurance, but their insurance law only includes Shariah doctrine. There is 
only one state in this approach i.e. Saudi Arabia. 

Arab States with laws titled “Takaful law”. In exactly the same year that 
Saudi Arabia enacted its insurance law, Bahrain introduced the Islamic insurance 
model or takaful. However, the history of insurance in Bahrain can be seen in 
several stages. first, foreign insurance companies that provided conventional in-
surance in 1950; Second, national insurance companies that provided conven-
tional insurance in 1960; Third, the national insurance companies that offered Is-
lamic insurance for the first time in 1989. Fourth, approval of the Islamic insur-
                                                             

7 Central Bank of Bahrain, Takaful and Retakaful Module, rulebook, Section T.A. 
1.1.1., 2005 [Electronic resource]. URL: 
https://cbben.thomsonreuters.com/sites/default/files/net_file_store/CBB_Vol3_TA_O
ct2007.pdf (accessed: 18.10.2024).  

8 Ibid. 
9 Insurance authority UAE, Board of Directors’ Decision Number (26), Perti-

nent to Financial Regulations for Takaful Insurance Companies, Section 1, article 1, 
(2014) [Electronic resource]. URL: https://centralbank.ae/media/iyfe34fl/financial-
regulations-for-takaful-insurance-companies.pdf (accessed: 18.10.2024). 
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ance model under the Takaful model in 2005. The Bahraini Takaful module which 
has been provided by Central Bank of Bahrain includes 6 sections. The sections 
paved the foreign investors’ way by focusing on important elements of Takaful 
insurance in Bahrain like concept of Takaful, authorization, high level controls, 
general requirements, risk managements and liabilities10.  

The United Arab Emirates (UAE) can be considered the first Arab country 
located in the Persian Gulf that has officially established the Islamic insurance law 
or takaful. However, before the adoption of a comprehensive law regarding Taka-
ful insurance by the UAE, this country has gone through several stages. First. The 
presence of foreign insurance companies in the 1950s; Second, national insur-
ance companies that paid attention to conventional insurance laws in the early 
1970s; Third, national insurance companies that officially offered Islamic insur-
ance or takaful in the late 70s. Fourth, the approval of a comprehensive law enti-
tled "Takaful Regulations" which officially addresses the dimensions of Islamic in-
surance. This law consisted of seven sections which fully explained Takaful di-
mensions. The law clarifies the way of foreign investors by delving into the main 
issues like Takaful Insurance policy, liability in takaful insurance, risk management 
policy, membership contribution and so on11

2. 
Oman has paid attention to Islamic insurance in the last ten years. Insur-

ance activities in this country include four stages: First, like other Arab states in 
this realm, insurance activities in Oman were started by foreign insurance com-
panies in 1971. Second, twelve years later, in 1983, national insurance companies 
began to operate. It should be noted that insurance activities were based on con-
ventional insurance. Third, the activities of national insurance companies in line 
with Islamic insurance rules have started in 2014. Fourth, the Islamic Insurance 
Law was approved in Oman in 2016. The law titled “Royal Decree 11/2016 Prom-
ulgating the Takaful Insurance law”, duly paid attention to the dimension of Taka-
ful in Oman containing types of operations, liabilities, the rights of partners, risk 
management in investment and the like12

3. 
                                                             

10 Central Bank of Bahrain, Takaful and Retakaful Module, rulebook, (2005) 
[Electronic resource]. URL: 
https://cbben.thomsonreuters.com/sites/default/files/net_file_store/CBB_Vol3_TA
_Oct2007.pdf (accessed: 18.10.2024). 

11 Insurance authority UAE, Board of Directors’ Decision Number (26), Perti-
nent to Financial Regulations for Takaful Insurance Companies, (2014) [Electronic 
resource]. URL: https://centralbank.ae/media/iyfe34fl/financial-regulations-for-
takaful-insurance-companies.pdf (accessed: 18.10.2024). 

12 Royal Decree 11/2016 Promulgating the Takaful Insurance law, (2016) [Elec-
tronic resource]. URL: https://decree.om/2016/rd20160011/ (accessed: 
18.10.2024). 
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Arab states with laws titled “Insurance law”. Qatar is another state locat-
ed in the Persian Gulf that has attracted the attention of many foreign investors. 
Qatar is another country located in the Persian Gulf that has attracted the atten-
tion of many foreign investors. The governing law in Qatar can be considered a 
mixed law of Islamic insurance and conventional insurance. Insurance activities in 
Qatar since its beginning in the 1960s until now include three stages: First, for-
eign insurance companies that started conventional insurance activities in 1964. 
Second, the national insurance companies that provided conventional insurance 
and Islamic insurance and their activities have been started in 1966. Third, the 
Qatar Insurance Law, only a small part of which deals with Islamic insurance or 
takaful. According to the Article 78 of the insurance law of Qatar Takaful is a type 
of Islamic businesses which the investors can involve in13

1.  
Kuwait can be considered as the last state in Persian Gulf that has officially es-

tablished a law in line with takaful. The beginning of insurance activities in this coun-
try includes four stages: First, foreign insurance companies started their activities in 
1949. it should be noted that the first company was an Arab company from Leba-
non. So, it can be said that Kuwait is slightly different from other Arab countries be-
cause there were foreign companies from America or Britain in those countries. Se-
cond, local insurance companies that started their activities in 1960. Of course, it 
important to say that at this time, insurance activities were based on conventional 
insurance. Third, national insurance companies that paid attention to Islamic insur-
ance in 2000. Fourth, the comprehensive Insurance Law which includes convention-
al and Takaful, and was approved in 2019. According to the title 5 of this law, the 
rights and duties of the Takaful insurance companies are determined14

2.  
Arab states with Laws titled “Insurance law” based on Shariah: There is 

only Saudi Arabia in this Approach. The Kingdome, as a state where Islam 
emerged, has been a leader in this regard15.3 Before a comprehensive law regard-
ing insurance in Saudi Arabia, insurance companies have started their activities. 
In other words, insurance activities in Saudi Arabia can be considered to contain 
                                                             

13 For more information see, Law No. 13 of Qatar, article 78, (2012) [Electronic 
resource]. URL: 
https://www.almeezan.qa/LawView.aspx?opt&LawID=4782&language=en (accessed: 
18.10.2024). 

14 Kuwaiti Insurance law, Law No. 125, Article 28-29, (2019) [Electronic resource]. 
URL: https://www.lexismiddleeast.com/law/Kuwait/Law_125_2019/index.html (ac-
cessed: 18.10.2024). 

15 Shutao Wang, The Origins of Islam in the Arabian Context, university of Ber-
gen, (Spring 2016) [Electronic resource]. URL: https://bora.uib.no/bora-
xmlui/bitstream/handle/1956/12367/144806851.pdf?sequence=4&isAllowed=y (ac-
cessed 18.10.2024). 
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four stages. First, foreign companies which started their activities in Saudi Arabia 
in 195016

1. Second, local insurance companies like red sea company that started 
their activities in 1974. Third, national insurance companies like company for co-
operative insurance which obtained the necessary licenses at the national level in 
1986. Fourth, approval of the comprehensive national law for insurance activi-
ties. The comprehensive insurance law of Saudi Arabia under the title of “cooper-
ative insurance companies control law” was approved in 2005. Since Saudi Arabia 
is an Islamic country, before the approval of this law, insurance activities were 
carried out on the basis of Islamic fatwas or Islamic orders of clerics27. This code 
includes 25 articles which provides good framework for insurance in Saudi Arabia 
and clarifies what is the Insurance, what kind of operations can be covered by in-
surance in the kingdom, what are the responsibilities and rights of both sides in 
an insurance contract and the like. The title of the Saudi Arabian insurance law 
does not officially refer to Islamic insurance or takaful. However, its regulations 
are based on Sharia law; as it states, Insurance in the Kingdom of Saudi Arabia 
shall be provided by insurance companies registered in the Kingdom operating in 
accordance with the practice of cooperative insurance in line with the provisions 
of the Articles of Incorporation of the National Company for Cooperative Insur-
ance issued by Royal Decree No (M/5) dated 17/4/1405 H, and not inconsistent 
with the provisions of Shari'ah18

3. 
Comparison of the Arab States of the Persian Gulf at a glance. In general, it 

should be said that the approach of the United Arab Emirates, Oman and Bahrain 
has been better regarding the establishment of the Islamic Insurance Law; Because 
these states have strict laws under the title of Takaful insurance law and the exact 
framework of Islamic insurance is clear. Second, the approach of Saudi Arabia can 
be considered; because the country has not directly addressed Takaful, but in the 
first article of its insurance law, it has stated that all insurance operations in Saudi 
Arabia should not be contrary to Islamic doctrine. Thirdly, the approach of Kuwait 
and Qatar can be considered. The approach of these states is a little different and 
certainly such an approach has been adopted considering foreign investors. Be-
cause according to the laws of these two countries, both types of Islamic and con-
                                                             

16 Insurance Panorama, History of Insurance Industry in Saudi, (2014) [Elec-
tronic resource]. URL: https://insurancepanorama.com/ -السعودیة-في-التأمین-صناعة-تاریخ
3/ (accessed 18.10.2024). 

27 In 1977, a legal, religious ruling (Fatwa) was issued by the Permanent Com-
mittee no. 5 1397H, which disallowed conventional insurance and promoted Takaful. 

18 Cooperative insurance companies control law, article 1, Royal Decree No 
M/32, 2 Jumada II 1424 (31 July 2003) [Electronic resource]. URL: 
https://www.saudiembassy.net/cooperative-insurance-companies-control-law (ac-
cessed: 18.10.2024). 
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ventional insurance are used. Of course, a foreign investor who does not like to 
apply takaful can use conventional insurance. In short, I mention the stages of in-
surance operations within the Arab states in the following table.  

 
The table of Takaful regulation and stages of insurance in Arab states  

of Persian Gulf (source: the investigation of Author) 
 

Arab States in 
Persian Gulf 

The Stages regarding conventional and 
Takaful 

The regulations on 
Takaful insurance 

1 2 3 

Saudi Arabia 

1. The operation of foreign Insurance compa-
nies (from 1950 till now) 
2. The operation of local insurance companies 
(from 1974 till now) 
3. The operation of national insurance com-
panies from 1986 till now) 
4. The approval of the comprehensive national 
law for insurance activities regarding Takaful.  

Saudi Arabian Insurance 
law titled “cooperative 
insurance companies 
control law” was ap-
proved in 2005 

Bahrain 

1. The operation of foreign insurance compa-
nies which provided conventional insurance 
(from 1950 till now) 
2. The operation of national insurance com-
panies that provided conventional insurance 
(from 1960 till now) 
3. The operation of national insurance com-
panies that offered Islamic insurance (from 
1989 till now). 
4. The approval of the Islamic insurance mod-
el under the Takaful model in 2005 

Islamic insurance model 
titled Takaful/Re-takaful 
Modul in 2005 

UAE 

1. The presence of foreign insurance compa-
nies (from 1950s till now) 
2. The operation of national insurance com-
panies based on the conventional insurance 
laws in the early 1970s 
3. The operation of national insurance compa-
nies based on takaful in the late 70s. 
4. The approval of a comprehensive law enti-
tled "Takaful Regulations" 

The approval of a com-
prehensive law entitled 
"Takaful Regulations" in 
2010 

Qatar 

1. The operation of foreign insurance compa-
nies (from 1964 till now) 
2. The operation of national insurance com-
panies based on conventional and Islamic in-
surance (from 1966 till now) 
3. The Qatar Insurance Law in 2012 

The Qatari Insurance 
law titled “Law No. 13 
of 2012” 
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End of table 
 

1 2 3 

Oman 

1. The operation of foreign insurance compa-
nies (from 1971 till now) 
2. The operation of national insurance com-
panies based on conventional insurance from 
1983 till now)  
3. The activities of national insurance compa-
nies based on Takaful from 2014 till now) 
4. The Islamic Insurance Law was approved in 
Oman in 2016 

The Omani Islamic in-
surance law titled “Roy-
al Decree 11/2016 
Promulgating the Taka-
ful Insurance law” ap-
proved in 2016 

Kuwait 

1. The operation of foreign insurance compa-
nies from 1949 till now) 
2. The operation of local insurance companies 
(from 1960 till now). 
3. The operation of national insurance com-
panies based on Takaful (from 2000 till now)  
4. The comprehensive Insurance Law in 2019 

The comprehensive In-
surance Law which in-
cludes conventional and 
Takaful insurance, and 
was approved in 2019 

 
Conclusion. In recent years, the Arab states of the Persian Gulf, namely 

Saudi Arabia, Kuwait, Qatar, the United Arab Emirates, Oman and Bahrain, have 
become one of the main destinations in international investment process. There-
fore, the officials of these states are trying to attract more investors by consider-
ing specific investment protection mechanisms. One of these special mechanisms 
is foreign investment insurance. In this article, I clarified that the foreign invest-
ment insurance in these countries is different from other countries; Because the 
Arab states located in this geographical area are considered Islamic ones and the 
insurance laws governing them are also in accordance with Islamic doctrine. 
However, three processes can be observed in the direction of foreign investment 
insurance in these states: First, the beginning of insurance activities in the Arab 
states has been carried out by foreign insurance companies, and all foreign insur-
ance companies have also involved in insurance operations based on convention-
al insurance. Therefore, no attention has been paid to Takaful in these countries 
from the very beginning. Second, Takaful activities have been started by national 
insurance companies. The activities of these companies were initially based on 
Islamic fatwas; because there were no governmental laws in this regard. Third, 
regarding insurance laws, three approaches can be observed among these six 
States: 1. Countries that have directly and transparently established Takaful in-
surance law, such as UAE, Bahrain and Oman 2. Sates which do not directly have 
a law under the title of Takaful, but their insurance law includes Takaful and con-
ventional insurance such as Kuwait and Qatar. 3. Countries that do not have a law 
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directly for takaful insurance, but their insurance law only includes takaful. There 
is only one state in this approach i.e. Saudi Arabia. 
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