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Q. Could you please explain whether life insurance is permissible from the Islamic point of view. The attraction to take a life policy seems too strong when one considers the need for economic security in life. 
M. Arifuddin (Riyadh) & S. Ahmad (Madinah) 
A. Insurance has become an essential part of business throughout the world. Because there are too many risks that could affect people’s lives and welfare, insurance tries to alleviate the adverse effects of such risks. Insurance has become a highly sophisticated business, with large companies offering cover against a wide range of risks. People take out insurance policies to protect their homes, furniture, vehicles, and jobs, and they also take out health and life insurance. In its modern form, insurance was introduced in Muslim countries when many of them were occupied by Western powers, or when they came under Western influence. In some cases, its introduction was delayed in a country until its international business flourished. Like everything that came with a “colonial” or Western color, insurance was first viewed by Muslim scholars with grave suspicion. A verdict of disapproval was common to most things thought to be introduced by non-Muslims. 
Yet insurance is not new, and it was not invented by the Western civilization. The idea of collaboration to reduce the effects of disaster that might hit one or more in a community is as old as human society. In many Muslim cities, business people collaborated, establishing funds to look after anyone of them who might suffer a huge trade loss, as could happen when a cargo ship sank during a storm. While these early efforts catered for a specific risk, the idea behind them is the same as that behind insurance. 
In the last few decades, a number of eminent scholars discussed insurance at length, arriving at divergent views. One of the best theses written on the subject was published in a book in Arabic by the late Prof. Mustafa Al-Zarqa, who ranked high among the top scholars of the twentieth century. His work is very scholarly, as it shows thorough understanding of the insurance system and how it works. He arrives at a verdict of permissibility of all types of insurance, including life insurance. He points out that insurance inevitably involves an element of gharar, which in Islamic terminology means the sale of an “undefined” or unspecified product. However, he explains that it is rather marginal, and as such it is overlooked, as in other types of transactions involving marginal gharar. 
There are two main types of life insurance: term policy and endowment policy. The term policy involves the payment by the insured of modest premiums over an agreed period, say, 20 years, in return for the benefit of his family receiving an agreed large sum of money in the case of his death during that period. 
If the insured remains alive at the end of the policy, it lapses and he gets nothing. What the insured actually buys with his payments is the peace of mind he gets from the knowledge that should he die, his dependants will have a large sum of money to see them through life until, say, his young children come of age and are able to look after themselves. 
The endowment policy involves the payment of larger premiums which are invested by the insurance company. When the policy matures, the insured receives the sum assured as well as any share of profits to which he may be entitled under the terms of investment made on his behalf by the insurance company. 
Both types are permissible from the Islamic point of view, as explained by Professor Al-Zarqa, provided that the insured makes sure that the insurance company invests in legitimate business. If the insurance company invests in what Islam forbids, then taking out its policies becomes forbidden as a result. 

Life Insurance Issue on a Person’s Age 
Q.1 What is the Islamic position on life insurance? Is it allowed in Islam? Churches and Temples receive life insurance proceeds once a person dies. Is this practice acceptable in Islam as a charity (sadaqah jaria)? Please explain. (Masood Khan, California) 
A.1 Muslim scholars are divided on the subject of the permissibility of life insurance. Some consider it forbidden on the assumption that it involves a kind of gambling and it goes against the principle of taqdir in Islam. But there are other scholars who have equally argued that insurance is very different from gambling. Dr. Nejatullah Siddiqi in his book on Insurance in Islamic Economy has pointed out that gambling upsets the normal system based on work and reward and is inimical to equitable distribution of income and wealth, whereas insurance protects the disruption of the system by accidents and events beyond human control. A gambler takes risks in order to make more money, but the insurer's basic objective is to protect his/her assets and interests. Life insurance is also not against the principle of taqdir. Life insurance is actually an inappropriate term, because it does not insure life. 
No one can insure life, health, or safety-- these things are in the hands of Allah. However, the insurance companies promise that in case of death, sickness or accident they will provide certain compensation to the family within certain limits that the parties have agreed upon. The insurance companies utilize the law of large numbers and thus collect a certain premium from every person and distribute it among those who incur the loss. For these reasons, many Muslim scholars have allowed insurance and they also do not see anything wrong in life insurance. I am inclined to accept this position and consider health, home, auto, and even "life" insurance permissible in Islam. 
We, however, must keep in mind that most of the insurance organizations today are involved in riba and other Islamically prohibited transactions. It is for this reason important that Muslims should have their own insurance companies based on Islamic economic principles. This was also the opinion of Maulana Mawdudi who said that insurance can be re-organized under Islamic principles so that it is free from all prohibited practices. In the absence of Halal Islamic insurance companies, Muslims are allowed to purchase insurance from other insurance companies because as a minority in non-Islamic states Muslims must protect themselves, their properties and businesses, and they must make provisions for their families. A prominent group of 'Ulama held a conference in Nadwatul 'Ulama in Lucknow, India in the early 70's and had suggested that Muslims should take benefit of insurance.
All Muslims in America should have their wills written according to the Islamic rules of inheritance. It is very important that after our death our estates are distributed according to Allah's rules. Muslims who have life insurance should also provide proper instructions in their policy with full names of all legal heirs and their shares of inheritance, as per Islamic rules of inheritance. They are allowed to give up to one third of their estate, including the proceeds of life insurance, for charitable purposes to Islamic centers, schools, hospitals, Islamic relief agencies, or other Muslims charitable groups or organizations. 
Q.2 Is it correct that Allah has fixed everyone's age [lifetime] at the time of their birth? If the answer is in the affirmative, then on what basis or justification has God decided one person's age to be long and the other's short? 
A.2 There are two things that we must keep in mind: one is the Knowledge ('ilm) of Allah and the other is the Decree (kitab or qada' ) of Allah. Allah's Knowledge does not change, but He has the power to change His Decree. In the Qur'an and Hadith we read that Allah subhanhu wa ta'ala has written in His Decree every person's age before his or her birth. 
Allah says, And Allah did create you from dust, then from a sperm drop, then He made you in pairs. And no female conceives, or lays down (her load) but with His knowledge. Nor is a person granted long life, nor is a part reduced from his life, but it is in a Decree (ordained). All this is easy for Allah. (Fatir 35:11) 
The Prophet -peace be upon him- explained this in his famous saying:Verily the creation of each one of you is brought together in his mother's womb for forty days in the form of a seed, then he is a clot of blood for a like period, then a morsel of flesh for a like period, then there is sent to him the angel who blows the breath of life into him and who is commanded about four matters: to write down his mean of livelihood, his life span, his actions and whether happy or unhappy.... (Al-Bukhari and Muslim)
Thus every person's age is written before his/her birth according to Allah's will and decision. But this does not mean that our age cannot increase or decrease. Muslims are allowed to pray for long life and there are certain deeds that can increase a person's age. This does not change Allah's ultimate knowledge, but it means that by Allah's permission certain factors (asbab) do contribute to increasing or decreasing the length and quality of people's lives. Islam emphasizes Allah's knowledge and power, but it also recognizes the laws of cause and effect and human freedom. 

