
 

 ِبْسِم اِهللا الرْحمِن الرِحْيم
 ۔َوالسالُم َعَلی النِبی اْلَکرِيم َوَعلٰی آله َوَاْصَحابه َاْجَمِعْين ةاَْلَحْمُد لِّلِه َرب اْلَعاَلِمْين،َوالصال

 
The issue of insurance 

 
Influenced by the west, Muslims too have begun to understand insurance of 
life, house, car and various other things as their necessity. However, as 
Muslims, in the light of the holy Qur’an and sayings of Prophet Muhammad 
(PBUH), we should seek opinion from our respected Ulama in relation to the 
justification of insurance, abstention in relation to insurance, justification of 
few of its forms in a situation wherein it is compulsory, and then act as per 
their opinion. Do remember that insurance is not that old a phenomenon. With 
reference to Asian countries it has gained roots only in the last 20-25 years. 
Ulama associated with all the schools of thought agree that the commonly 
found system of insurance is, in terms of its essence, a mix of gambling and 
interest, and both of these are forbidden in Islam. Therefore, I find it more 
suitable to briefly throw some light on the forbiddance of interest and 
gambling in the light of the holy Qur’an before presenting arguments in 
relation to insurance. 
 
Forbiddance of Interest 
From verse Nos. 275 to 279 of Surah Al-Baqarah Allah has strictly forbidden 
us from giving and taking of interest and has mentioned that in case givers 
and takers of interest do not repent for what they are doing, they should get 
ready for a war against Allah and His Apostle (PBUH). Moreover, it has been 
mentioned that givers and takers of interest will be humiliated on the Day of 
Judgement and they will be thrown in the Hell. As a matter of fact, interest 
has been highlighted as such a major sin in the Holy Quran that the words 
used by Allah in relation to interest are not used even with reference to major 
sins such as drinking of alcohol, eating of pork and committing adultery. 
Following is a gist of commentary of verses 275 to 279 of Surah Al-Baqarah. 
 
Those who take riba (usury or interest) will not stand but as stands the one 
whom the demon has driven crazy by his touch. With reference to those 
people who call several forms of interest permissible, Allah says that this 
mortifying punishment for them is because they had said, “Sale is but like 
riba,” while Allah has permitted sale and purchase and prohibited riba. So, 
whoever receives an advice from his Lord and desists (from indulging in riba), 
then what has passed is allowed for him, and his matter is up to Allah. As for 
the ones who revert (again get involved in interest-based dealings), those are 
the people of the Fire. There they will remain forever. Allah destroys riba and 
nourishes charities. When the commandment in relation to forbiddance of 
interest was revealed, people were asked not to take back even the interest 
amount others owed to them and it was said, “O you who believe, fear Allah 



 

and give up what still remains of riba, if you are believers. But if you do not 
(give it up), then listen to the declaration of war from Allah and His 
Messenger.” As a matter of fact, Allah and His Apostle (PBUH) have declared 
a war against those who give and take interest, and such a severe warning 
has not been given in relation to committing any other major sin such as 
adultery, drinking of alcohol etc.  
 
Forbiddance of Gambling: 
Allah mentions in the Holy Quran, “O you who believe! Wine, gambling, altars 
and divining arrows are filth, made up by Satan. Therefore, refrain from it, so 
that you may be successful. Satan wishes only to plant enmity and malice 
between you through wine and gambling, and to prevent you from the 
remembrance of Allah and from Salah. Would you, then, abstain?” (Surah Al-
Maaidah, verse nos. 90-91) Four things are strictly forbidden in these verses; 
1) Alcohol, 2) Gambling, 3) Altars, meaning those places that are particularly 
associated with worshipping of a deity other than Allah, or places where 
animals are sacrificed in the name of a deity other than Allah, and 4) Divining 
arrows or arrows used for gambling. Qumaar, Maisar and Azlaam, although 
they differ marginally in terms of their meaning, are synonyms for gambling, 
something that Allah has declared forbidden and has called Satan’s impious 
act through which he makes an attempt at fulfilling his promise of deviating 
people from the straight path. In case one sees an aspect of profit in it, it is 
nothing but an illusion, in comparison to its profit its losses are so many that 
there is simply no point in pursuing such a worthless profit. Towards the end, 
Allah says that success in this world and the Hereafter lies in staying away 
from these things. And in the end of the verse Allah has highlighted one more 
evil aspect of these things that these will push you away from Allah’s 
remembrance and daily prayers. As a matter of fact, Allah declared gambling 
as a sin equal to drinking of alcohol so that there remains no doubt about the 
forbiddance of gambling. 
 
Impediment with reference to faith in destiny: 
Out of the negative aspects of insurance the third one is that, to a certain 
extent, insurance contributes to practical negation of faith in destiny. Faith in 
destiny is about employing permissible and Shari’ah based means, leaving 
future events to Allah (i.e. Allah will look after things in the best possible way) 
and having firm faith that happiness and problems come from Allah and no 
worldly power can postpone or influence Allah’s decision. Insurance, as a 
matter of fact, takes us away from all this because in insurance future events 
are predicted in advance through impermissible means. 
 
The reality of insurance: 
In insurance, on the basis of certain conditions, a person is informed and 
reminded by another person about (the need for) safety from possible risks 
that could surface in future and is assured of compensation for few possible 



 

losses. The person who is assured of safety from possible risks and 
compensation for losses pays a fixed amount to the insurance company for a 
prescribed duration. As a matter of fact there is a certain kind of agreement 
between the person who buys insurance and the insurance company and 
according to Shari’ah for an agreement to be valid it ought to be based on 
some item or profit else the agreement will be invalid. It means that either the 
agreement includes item and an amount fixed for that item as happens in the 
case of buying and selling or partnership etc., or the agreement is about just 
an item without any amount for it as happens in the case of Hiba (when 
something is given away to someone for free), or is based on profit alongside 
an amount as happens in the case of rent, or is about profit without a 
compensation as happens in the case of lending money. As far as insurance 
is concerned, these conditions of agreement are missing. Rather, it is 
synonymous to taking responsibility of paying an amount that remains 
ambiguous. Now what we have to understand is that whether taking such a 
responsibility is permissible (Halaal) or forbidden (Haraam), or is permissible 
provided certain conditions are met. Therefore, I am listing separately 
different types of insurance that are operational these days followed by the 
commandment of Shari’ah on each of these. In this regard articles written by 
Hazrat Maulana Mufti Muhammad Taqi Uthmani have particularly benefitted 
me. 
 
Life Insurance: 
In life insurance the person who buys the insurance pays few instalments to 
the insurance company for a fixed period of time. This instalment is called 
premium. The duration for which premium is to be paid gets fixed on the basis 
of a medical examination. Suppose the medical examination reveals that the 
person will live for the next ten years then for ten years this person (who has 
bought the insurance) will deposit a certain amount every month, say 1000 
rupees. That way in a year he will deposit 12000 rupees and in ten years 
120,000 rupees will be deposited. Now in case the person dies during these 
ten years, the insurance company will give a specific amount to the nominee, 
say five lakhs, a person who was named by the deceased at the time of 
buying the insurance, regardless of whether the person nominated is an 
inheritor as per the Shariah or not, or there being other inheritors other than 
the one who is nominated. And in case the person does not die during those 
ten years he is returned the deposited money with interest. Please be mindful 
that insurance company deposits the premium amount in banks and takes 
interest on that. 
 
Thus, the amount that is deposited is safe, i.e. it will certainly be returned. 
However, the amount that will be returned remains unknown. In the 
aforementioned case it is not known whether the amount that is returned will 
be 120,000 or 500,000. It means that the amount to be returned is not fixed. 
Therefore, this is gambling. Moreover, the amount is returned with interest, 



 

and insurance companies also take interest by depositing their money 
(premium amount received by the people) in banks. Furthermore, getting a 
life insurance is against faith in destiny. Therefore, being premised on 
gambling and interest, life insurance is forbidden (Haraam). Moreover, it also 
violates Allah’s well established codes in relation to the system of inheritance. 
 
Insurance of goods: 
Variety of things are insured so that in case that item is destroyed or there is 
some loss in relation to that item, the person who has bought the insurance 
will be either given the amount of the item or the insurance company will 
repair the item. For instance, shop or house is insured so that, in case fire 
breaks out in the house or the shop, the insurance company will give an 
amount equal to the actual cost of the house or shop. And in case of partial 
loss the loss will be compensated. Similarly goods are insured so that just in 
case while transporting goods from one place to another if something is 
broken or lost one could get the cost of the item from the insurance firm. 
Similarly cars are insured wherein in case of theft or fire or an accident etc. 
the insurance firm pays the cost of the car or gets the car repaired but for this 
the person who has bought the car insurance has to pay some amount to the 
insurance firm on a monthly or yearly basis. This amount is called premium 
and it is not returned to the person whether an accident happens or does not 
happen. 
 
Shariah’s word on insurance of goods: 
Majority of Ulama maintains that this insurance too is impermissible because 
it has elements of gambling in it. In this regard Prophet Muhammad (PBUH) 
has outlined a principle for the entire human race, “Neither should a person 
cause himself any loss nor should others incur loss because of him” (Mu’atta 
Maalik, Musnad Ahmad, Ibne Maajah, Dar Qutni). From one side the return is 
assured on the basis of the payment of premium but on the other side the 
compensation amount is not fixed and it is agreed upon that in case of an 
accident compensation will be given and in case an accident does not 
happen, no compensation will be given. Therefore, we find gharar (fraud) in it. 
Majority of Ulama maintain that such an insurance is forbidden, however, few 
Ulama such as Sheikh Mustafa Al-Zarqaa opine that this insurance is 
permissible. In case the government of a particular country makes such 
insurance compulsory then one could get it done because there is simply no 
option. 
 
Third party insurance: 
The third type of insurance is known as third party insurance. It means that in 
case the insured person comes under financial obligation of a third party then 
the insurance firm will pay on behalf of the insured person. For instance, in 
case the insured person’s car hits some person or damages some other car, 
it will be the responsibility of the insurance firm to pay for the damages. 



 

However, for this the person has to pay some amount to the insurance firm 
on a monthly or yearly basis, which is called premium. Whether the accident 
happens or does not happen, this amount is not returned.   
 
Words of Shari’ah on third party insurance: 
Just like other types of insurance in relation to third party insurance too 
majority of Ulama opines that it is forbidden (Haraam), however, few Ulama 
have called it permissible provided the insurance firm’s business is not based 
on interest. 
Words of Shari’ah on Health Insurance: 
 
In case one is residing in a country where health insurance is compulsory it 
could be done, for there is simply no other option, else one should stay away 
from it to the extent possible because in this type of insurance too there is 
definitely an element of gambling as the amount of premium to be paid by the 
person who has bought the insurance is fixed but the compensation amount 
is not fixed, and the amount that is deposited is not returned even if the 
person does not fall sick at all.  
 
An introduction to insurance firm: 
The aforementioned types of insurance come under commercial insurance. In 
this a company is established only to cater to commercial objectives. The way 
these firms operate is that firstly, with the help of actuarial sciences, a 
tentative idea is made about average number of accidents in a year, number 
of fire incidents in a year, where all car accidents happen, where all train 
accidents take place, how many ships drown, the frequency of earthquakes, 
how many people fall sick and so on. An average of these is calculated and 
on the basis of that average they calculate the number of accidents in the 
future years. On the basis of a rough idea about the number of accidents 
expected in the upcoming years these firms calculate that in case people 
affected by these incidents were to be given compensation how much would 
be the overall cost that the company has to bear, and how much interest will 
be received if the overall amount received as instalments (premium paid by 
people) is deposited in the bank. Suppose that the firm figures out that in 
relation to the accidents of the upcoming year, overall expenses would be 
around one billion, now what the insurance firm tries to figure out is that in 
case they spend one billion rupees and address the needs of everyone 
influenced by these accidents, how many instalments should they demand 
from their clients and how much interest the insurance firm will get on that 
amount (premium paid by the people) as a result of which not only do they 
receive one billion rupees but more than that so that company registers profit, 
and the company, after taking care of all the expenditures, should register 
profit of at least 100 million in this case. Now they fix a particular number of 
instalments in order to collect the intended amount from the people. So 
whoever wants to buy the insurance will have to pay a certain amount and the 



 

ultimate objective of this exercise is to know how much will be overall amount 
once all the instalments are paid, and how much interest the firm will get from 
the bank once that amount is deposited. If they get 1.1 billion rupees they will 
give away a billion to compensate those affected by the accidents and the 
remaining 0.1 billion will be taken by them as their profit. This is how business 
organisations function. 
 
The way mutual insurance functions: 
The way mutual insurance works is that few people join hands and create a 
fund. The purpose of this fund is to assist one of the members in case he/she 
experiences an adverse circumstance. For instance, 100 people get together 
and deposit thousand rupees each so that they could help one of the 
members in case he/she were to confront an unfortunate situation. In case 
the amount falls short, members go for another round of depositing and in 
case part of the amount is left it is deposited for the following year. On this 
amount no interest is charged. In this kind of a venture there is no commercial 
intention. The only objective is to help each other by means of mutual 
cooperation. This kind of a situation is permissible according to everyone. 
 
A suggestion: In this world where interest and insurance are part and parcel 
of everyday life, in case one is compelled to get an insurance he should give 
away the extra amount (in comparison to the overall amount deposited) in 
charity and in case he is not able to benefit himself fully from the deposited 
amount, he should leave the remaining amount as charity in the name of 
Allah. However, in case the insurance’s character is mutual then there is 
nothing to feel concerned about. 
 
What should we do in the times we live in? 

• Since insurance (as it operates in the present world) is based on 
interest and has elements of gambling, it is essentially impermissible 
but insurance has become a legal obligation in relation to several 
divisions of life. There is no doing away with it. For instance, car 
insurance, in all the countries of the world one has to get at least a third 
party insurance for the car. Now wherever there is a legal obligation, 
Ulama have given scope for buying insurance for the simple reason that 
there remains no other option for the person. 

• In case a Muslim’s life or wealth in a country is actually under threat, in 
that situation too Ulama have declared it permissible to get an 
insurance. 

• In the present world, the system that Ulama have proposed in 
opposition to the existing system of insurance is a progressive version 
of mutual insurance. This system is based on voluntary association 
rather than some agreement in relation to the amount to be paid. The 
way it is carried out is that few people join hands to form a company 
and whatever assets they gather they invest that in business. Then 



 

other insurance holders are invited to invest money in that venture. 
Whatever amount is received from them is also invested in a profitable 
business and a fund is created alongside so that in case members 
encounter an unfortunate situation that fund could be used to assist 
them. Towards the end of the year in case there is an amount left it is 
returned to the members or is deposited in their name in the fund for 
the following year. Few companies have been formed on this basis in 
Arab countries. Be that as it may, this system of insurance caters to the 
desired objective and at the same time, to a great extent, it is also an 
escape from interest and gambling. Please be mindful that the 
insurance companies functioning in India and Pakistan do not operate 
on the system of mutual insurance. Instead, they generally function on 
interest and gambling. 

 
Summary: 
As outlined with the help of arguments, the insurance system found in the 
world is based on interest and gambling and both of these are categorically 
forbidden in the Holy Quran and sayings of Prophet Muhammad (PBUH). 
With reference to the forbiddance of these two the entire Muslim community 
unanimously agrees. Moreover, Allah says in the Holy Quran, “and makes 
unlawful for them impure things” (Surah Al-Aaraaf, verse no. 157). It means 
that even if, on the face of it, insurance – a compound made up of interest 
and gambling – signals profit, according to the words of the Creator of the 
universe there is definitely evil hidden in it. Therefore, to the possible extent, 
we should stay away from the system of insurance operational in the world. In 
case we see loss in staying away from the system of insurance we should 
remember these words of Allah, “Whoever fears Allah, He brings forth a way 
out for him, and provides him (with what he needs) from where he does not 
even imagine. And whoever places his trust in Allah, He is sufficient for him 
(to get his tasks accomplished)” (Surah Talaaq, verse Nos. 2 & 3). There is 
no denying that there are several incentives in insurance but the damages 
outnumber the incentives greatly. This is the reason why in the light of the 
holy Quran and sayings of Prophet Muhammad (PBUH) our respected Ulama 
have termed insurance impermissible. In alcohol too there are few uses as 
mentioned by Allah in the holy Quran, however, the harms in it entails greatly 
outnumber its uses as a result of which it has been forbidden in Islam...That 
said, in case one buys an insurance (goods insurance) from a firm that is 
totally distanced from interest and gambling, there is a provision for that (to 
be treated as permissible). Similarly, in relation to those branches of life 
where insurance has been made mandatory by the government, such that 
there is simply no other option but to get the insurance done, then in such a 
situation also there is provision for getting insurance specifically and only for 
those divisions of life where it is compulsory. Allah knows best. 
 



 

Acclaimed scholar of contemporary times and someone who is exceptionally 
well aware of modern issues Maulana Mufti Muhammad Taqi Uthmani has 
written extensively on this topic. I have written this article after borrowing from 
Maulana’s articles. May Allah accept Maulana Taqi Uthmani’s services in 
relation to the religion of Islam and may Allah help us all in becoming those 
who abstain from sins while living their day to day life, Amen!        
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