Overview of Takaful
Industry in
Somalia

Takaful business is part of those who saw more opportunities here
in Somalia, after Somali risk profile is changed. First Takaful and
Retakaful and Takaful Insurance of Africa are the two official companies current working in Somalia and other parts of East Africa
countries. Most of institutions in Somalia including Takaful industry
are at their infancy; underdevelopment stage that will take time to
build the institutions.
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INTRODUCTION
The term “Takaful” originates from Arabic expression which meaning ‘joint guarantee and shared cooperation; is Islamic insurance where the risks shared collectively and voluntarily by the group of contributors (Mahmood, 2008).
Takaful, or Islamic insurance, is a cooperative scheme, where in which the participants pay a premium in the form of donation or Tabarru in a common pool
in return for the ability to cover that pool upon a valid claim.
In Islamic insurance or Takaful is sharia compliant alternative to conventional
and can be thought of as a mutual insurer with in a shareholder based on solidarity, co-operation & mutual, its products are broadly similar to conventional
but free of certainty (‘Gharar’), gambling (‘Maisir’) and Interest (‘Riba’), finally
discouragement of the production of goods services which contradict the value
pattern of Islam (‘Haram’)
Takaful companies made possible through establishing of regular pool of funds
contributed by the member’s resources and donation to the group which will be
invested a Shariah compliant sukuk bond and etc. insurance surplus is distributed
back to the policy holders incase of insurance deficit will be will be financed
with Qard Hassan, Interest free loan paid as soon as surplus arise.
Republic of Sudan was first country practiced the concept of Islamic insurance
when Faisal Islamic Bank was incorporated in August, 1977, and today more
Muslim and non Muslim countries established many Takaful Operators around
the world which made significant growth and profitability prospects for Takaful
operators by market and sectors.
Takaful industry was emerged and became well known in the world for the last
decades and now it is in the stage of developing and marketing to reach more
beneficiaries (Muslim and non Muslim Populations) than it operates today.
Somalia before 1991, the country had Insurance Company called State Insurance Company of Somalia SICOS (Shirkadda Ceymiska Qaranka Soomaaliyeed).
SICOS was established 19721 and owned, managed, by the government of Somalia, at that time Insurance companies were publicly owned enterprises under
the former communist regime.
After 1991, around two decades Somalia was suffering political instability and
still Somalis were using to pool their resources as a mean to help the needy of
the families and tribes or related member as voluntary and gratuitous, so family
interdependency is alternative to insurance for protecting themselves against
potential loss or damage.
This is traditional way of protecting instead of Insurance and the main parts of
the country is still using it either urban or rural areas. But the last six years positive changes occurred and different areas of development begin and various opportunities including Islamic Bank and Islamic Insurance/Takaful industries
emerged. Almost seven Islamic Banks and 2 Islamic Insurance are working the
whole countries and providing Islamic Products and services.
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TAKAFUL BUSINESS
IN SOMALI
Another East Africa Market of Takaful Business is
opened by the current situation exists in Somalia,
some businessmen already takes step forward to invest a huge amount after analyzing business risks.
The Federal Government is in place, estimation to
see in the horizon, a secure and stable in Somalia
that will be conductive for business. Business analytic
experts also see a dynamic market. Another main
Factor is the ‘thriven intention’ to do business in Somalia.
As level of risk profile is reducing, number of major
treats to the stability of Somalia is also reducing the
treat from key actors and activities in Somalia. In
Somalia risk profile is changing day-by-day, year-byyear, but there remain several treats to the stability
to the people of Somalia.
Takaful business emerged for the first time in Somalia
at the beginning of 2014, this Industry made its effort
and communicate with all categories of customers
to meet their needs in accordance with the Islamic
principles, and competencies that are capable of
inspiring the development and provision of innovative Islamic solutions, also provide the best services.
Launching out from Somalia, and under the sponsorship of the founding partners, they strive to develop
their performance to be a characteristic mark of the
Islamic Insurance in Somalia and the rest of the world.
Takaful business is part of those who saw more opportunities here in Somalia, First Takaful and Retakaful and Takaful Insurance of Africa are the two official companies current working in Somalia and other
parts of East Africa countries. Most of institutions in
Somalia including Takaful industry are at their infancy; underdevelopment stage that will take time to
build the institutions.
Takaful Insurance of Africa and First Somali and
Re-takaful were recently opened in Somalia to cover
all necessary needs of Islamic Insurance services and
products with Shariah compliance.
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ISLAMIC INSURANCE COMPANIES
Takaful Insurance of Africa

INSURANCE OF AFRICA

Takaful insurance of Africa is a four-year old company based in Kenya and now in Somalia. The Takaful
Insurance office in Somalia has a significant shareholding from the local investors. It carries the same
name, same brand, and same feel; more of a sister
company. But it is independent of the Nairobi offices
and is separately capitalised.

In Somalia, TIA is doing the same; offering an avenue for investors, businessmen,
individuals and institutions to manage their risks. It has been in Somalia from
the beginning of 2014. So far, TIA has four branches; Mogadishu, Hargeisa, Kismayo and Garowe. It has also been part of Takaful Insurance’s strategic plan to
spread across East Africa2. We provide products designed for both corporate
and individuals. Our Micro-Takaful product range are designed and priced to
bring innovative products within the reach of individuals and communities in our
society3.

AFYA TAKAFUL

GENERAL TAKAFUL

FAMILY TAKAFUL

UMBRELLA FUND
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First Takaful and Retakaful
The First Somali Takaful and Re-Takaful (FISO) is the result
of the efforts lasted for more than eighteen (18) months
before it is officially opened on 29the December 2014. The
firm is licensed and incorporated in April 2014, as a fully
Sharia’ compliant Takaful insurance, established by Group
of Somali Businessmen.
The First Somali Takaful and Re-Takaful is fully licensed and
Managed by a team of qualified and experienced professionals and supervised by a distinguished Sharia’ Board, Our Company is
incorporated under the laws and regulations of Somalia. FISO’s main focus is
to provide Sharia’ compliant Takaful products to any part of Somalia and its
neighbors4.

GENERAL TAKAFUL

MARINE TAKAFUL

MOTOR TAKAFUL

BUSINESS TAKAFUL
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TAKAFUL MODELS
Common Uses Models of Takaful:
• Mudaraba Model
• Wakala Model
• Hybrid Model
Basically, Mudharabah is defined as a profit sharing principle applied normally
to a business or commercial contract between the party that provides the fund
or capital and the party that manages the business. For takaful this would mean
the contract of profit sharing between the takaful participants and the operator
from the profit, if any, of the takaful business.
According to the wakala model, the takaful operator acts as an agent (wakeel) on behalf of the participants (providers of funds and the insured) against
a fee. The participants contribute money into a general takaful fund which is
managed by the operator. The operator receives performance-based compensation either out of the general takaful fund or the proceeds generated from
investing the fund’s pool of contributions.
Hybrid Model is the combination of wakala and mudaraba model. Under this
model, a relationship between the operator which combines the role of entrepreneur or mudarib as well as agent or wakil of participant.
This hybrid model is the common model that Takaful industry in Somali practice. Hybrid model enables the operator based on the agency arrangement to
charge the takaful fund to cover both the management expenses as well as
the agency cost. In addition, there is profit sharing on Mudharabah on the investment of the takaful fund. On the other hand, any underwriting surplus of the
takaful fund will be shared among participants only.

SWOT ANALYSIS
Strengths
• There is a new born opportunity in the Somalia market for insurance / Takaful
products
• The Islamic Insurance Product is needed in the Somalia market and will provide the customer with appropriate economic protection based with Shariah Compliance.
• Superior industry knowledge and insurance operating management experience by the key Technical Advisor(s).
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Weaknesses
• Lack of regulatory frameworks of Insurance and insufficient needed insurance related institutions
• More than two decades absence for insurance products
• Long time of Takaful industry Market awareness is required
• Inadequate technical resource of Takaful Industry,

Opportunities
• Risk profile changes in Somalia created an opportunity to establish Private
owned Takaful business.
• The Islamic Insurance Industry became the first such company offering pure
Islamic insurance products in Somali after long time absence of insurance
companies.
• The extensive insurance industry knowledge of the technical advisor(s) and
the timeliness of the Founders to capitalize this opportunity will provide a
strong foundation for the new insurance / Takaful Company to succeed.
• Takaful industry registered in Somalia market will be able to offer significant
opportunity to their clients in the future.

Threats
• Most of Somalis use traditional way of protecting instead of insurance
• Takaful Industry’s law has not yet been issued by Somali Government and
requires enforcing by the authorities to issue the necessary Acts.
• The Industry could experiences major unexpected losses before desired capital reserves can be accumulated.

Conclusion
As level of risk profile in Somalia is decreasing as Somalia and foreign investors
see the attractive business environment from east Africa country. Takaful business investors’ are among those who are expecting for upcoming future market
in Somalia and east Africa countries. It is the time to change the traditional way
of protecting people of Somalia to Takaful products and services with sharia
compliance. Somali insurance market appears the region from the first time
since 1991 after dismissing State Insurance Company of Somalia (SICOS). Islamic
Insurance was established before three years by private sector. Takaful industry
in Somalia is underdevelopment stage in terms of customer awareness, regulator framework Issues, knowledge of staff and customer, capital requirement,
and Insurance Technology.
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