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Abstract

The COVID-19 pandemic affects financial institutions
worldwide, including Islamic financial institutions such as
sharia insurance. This research focuses on sharia
insurance in the Middle East and North Africa (MENA)
that provide governance mechanisms and audit quality.
The value of sharia insurance income in the MENA did not
show a certain trend during the study period, although
there were some extreme values during this COVID-19
pandemic. This study aims to examine the effect of the
COVID-19 pandemic on sharia insurance earned in MENA.
The quarterly data from 2010 to 2020 is used with panel
regression as an analytical tool. As a result, the COVID-19
pandemic had no significant effect on sharia insurance
earned in MENA. On the other hand, net income, long-
term investment, assets have a significant effect. It shows
that most sharia insurance in the MENA can survive
during the COVID-19 pandemic. This study also confirms
that Islamic financial institutions are still the best in their
ability to stay during the COVID-19 pandemic. Moreover,
sharia insurance is an alternative for welfare protection
for residents in the MENA.
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Introduction

The ongoing COVID-19 pandemic has had a profound impact on the global
community, with the number of confirmed cases continuing to rise. As of December
2019, only three individuals worldwide had tested positive for the virus. However,
by January 30, 2022, this figure had surged to 23.4 million, reaching its peak in
January 2023. This data reflects the rapid global spread of the virus (Khairi et al,
2020; Meyer et al, 2020). Amid the worsening pandemic, governments worldwide
have imposed restrictions to curb its spread. As a result, many public activities,
including business operations, have been suspended, leading to significant
economic contraction and adversely affecting financial stability and employment.

The Sharia insurance industry has faced considerable challenges due to the
COVID-19 pandemic, as reported by Ali (2020). Revenue contributions are expected
to decline, accompanied by an increase in the volume of claims for certain types of
insurance. This, in turn, may result in liquidity and solvency issues (Ali, 2020).
According to the Allianz Insurance Report 2020, global premium income was
projected to decrease significantly, with an estimated decline of 3.8% (Ali, 2020).
The growth rate of life insurance premiums in developed countries declined
substantially between 2019 and 2021 due to the pandemic. In contrast, the non-life
insurance sector demonstrated relatively better resilience, with developed
countries experiencing a 5% growth rate, while developing countries recorded an
8% growth rate (Lutfullaevich, 2022).

The MENA region holds strategic importance as it serves as a bridge between
Europe, Africa, and Asia, facilitating key international trade channels (Haque &
Brown, 2017; Shaddady, 2022). The insurance industry in MENA has experienced
notable growth over the past decade, although it remains in its early stages
compared to developed markets. It is characterized by intense competition among
insurance companies and substantial declines in premiums (Shaddady, 2022; Sherif
& Hussnain, 2017). Despite these challenges, the MENA insurance market presents
significant opportunities due to the large segment of the population lacking
insurance coverage. Insurance and reinsurance companies must collaborate to
develop innovative microinsurance products and distribute them through non-
conventional channels. In 2016, the MENA region emerged as the fourth-largest
insurance market, with Islamic insurance premiums accounting for 1.7% of the
region's GDP (Shaddady, 2022).
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According to Nuhanovi¢ (2020), the Islamic finance industry serves as a
stabilizing force during global economic crises, such as the one triggered by the
COVID-19 pandemic. Although Islamic banks and financial institutions manage
fewer assets than conventional financial markets, the Islamic finance sector has
demonstrated notable growth, attracting increased global interest and expanding its
market share. The industry's resilience and ethical approach highlight its potential
for long-term success, positioning it as an attractive alternative within the global
financial landscape.

The concept of Islamic finance with foreign insurance markets forms a different
system, such in Western Europe, America, Japan, and Muslim countries
(Lutfullaevich, 2022). In Western Europe and America, conventional insurance
systems focus on profit generation and risk transfer, incorporating Islamic finance
through hybrid products that comply with Sharia principles. Japan's insurance
industry blends traditional and modern products, gradually introducing Islamic
finance to cater to the growing Muslim population and investors. In Muslim
countries, the insurance system relies heavily on Takaful, a Sharia-compliant
alternative emphasizing cooperation, shared responsibility, and profit-sharing.
Takaful offers financial aid without incorporating any of the objectionable aspects
present in conventional insurance. Despite not being a religious product, it is a
commercial venture. Its ethical principles and wide-ranging appeal draw in a diverse
clientele, including those who prioritize transparency, mutual collaboration, and
ethical investments. This makes Takaful a desirable choice for individuals and
businesses in search of responsible and socially conscious financial alternatives
(Salman et al., 2019).

The fluctuations in Sharia insurance income in the MENA region during the
study period—particularly during the COVID-19 pandemic—did not exhibit a
consistent trend. Despite this, it is evident that the pandemic had a significant impact
on the financial sector, including the insurance industry in the region. A
comprehensive understanding of the factors influencing these fluctuations in the
Sharia insurance market is essential. Further research is needed to identify the
underlying economic, social, and political factors contributing to these income
inconsistencies. Additionally, a thorough analysis of the Sharia insurance market in
MENA is required to assess the determinants affecting Sharia insurance income and
to develop strategies that mitigate the industry's financial vulnerabilities.

Moreover, a comparative study of Sharia insurance in different MENA countries
is crucial to identify best practices and formulate recommendations for industry
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growth and sustainability. The insights derived from this research will benefit
insurance companies, regulators, and policymakers in crafting effective strategies to
enhance the resilience and competitiveness of the Sharia insurance market.
Furthermore, the findings of this study can contribute to the development of new
financial products and services that cater to the unique needs of Sharia insurance
consumers, thereby strengthening the market's competitiveness and appeal.

Literature Review

Insurance provides financial protection against disasters by offering
compensation or promises of compensation for potential future losses in exchange
for periodic payments. From an Islamic perspective, insurance does not inherently
contradict Shariah principles, as it operates on a mutual aid system, requiring the
pooling of resources to support those in need. Islamic insurance (Takaful) prioritizes
fairness, transparency, and adherence to Islamic law, distinguishing it from
conventional insurance, which primarily focuses on profitability and investment
flexibility. Unlike conventional insurance, Islamic insurance is designed to comply
with Shariah law, ensuring equitable risk management for all participants.

Takaful differs from conventional insurance in five key aspects: contract
structure, rights and obligations of the parties, risk ownership, operational
framework, and nominee status (Ben Dhiab, 2021; Sherif & Azlina Shaairi, 2013).
Moreover, Shariah-compliant insurance is guided by nine fundamental principles,
namely monotheism (tawhid), justice (adl), mutual assistance (ta’awun),
cooperation (takaful), trust (amanah), willingness (ridha), prohibition of usury
(riba), prohibition of gambling (maysir), and prohibition of excessive uncertainty
(gharar) (Lestari & Mukhibad, 2020).

In Islamic finance, gharar refers to unjustifiable uncertainty in contracts, which
can result in ambiguous risks or unclear outcomes for one or more parties. To avoid
gharar, financial agreements must be transparent and clearly defined. Additionally,
riba (usury or interest) is strictly prohibited in Islamic finance as it is considered
unfair and exploitative. Financial transactions must therefore be free of interest,
with profits earned through permissible (halal) means, such as transparent risk-
sharing and profit-sharing mechanisms. The primary objective of the Islamic
insurance system is not financial gain but rather the promotion of cooperation and
mutual support among policyholders. By contributing to a collective fund through
donations (tabarru’), policyholders provide assistance to those in need while also
benefiting from community-driven financial protection (Nor & Kamil, 2014).

28 | Vol 14,No.1(2023) Economica: Jurnal Ekonomi Islam



The Resilience of Sharia Insurance in MENA During the COVID-19 Pandemic: An....

As a financial institution, a Shariah-compliant insurance company must
maintain financial stability to achieve its objectives. The goals of Islamic insurance
companies include providing risk protection, ensuring Shariah compliance,
enhancing participants' welfare, ensuring long-term sustainability, delivering high-
quality services, and making ethical investments. The financial performance of
Islamic insurance companies is a key factor in their stability and growth. Biener et
al, (2016) suggest that revenue approximations can serve as a measure of an
insurance company’s financial performance. Using revenue-based metrics assists in
financial planning, performance evaluation, operational efficiency assessment,
decision-making, and enhancing transparency and investor confidence.
Consequently, Islamic insurance companies with strong revenue performance are
more likely to achieve financial stability and long-term sustainability. Furthermore,
having substantial assets enhances financial performance (Puspit et al, 2013). A
larger asset base benefits insurance companies more than smaller asset holdings, as
total assets—including fixed and current assets—contribute to financial stability
and growth (Afifah & Hasymi, 2020).

Capital Structure and Debt in Islamic Insurance

Debt is a crucial component of a company's capital structure. When the capital
structure reaches its optimal level, additional debt may reduce company value due
to increased financial risk. The impact of debt on company value involves a trade-off
between the tax advantages and managerial discipline it provides versus the
increased financial distress and agency costs. Striking the right balance is essential
for maximizing company value. If debt levels remain below the optimal threshold,
they can contribute to value creation. This aligns with the trade-off theory, which
establishes a positive relationship between capital structure and financial
performance (Apriada & Suardika, 2016; Sri et al,, 2013).

In the context of Islamic insurance, the trade-off theory suggests that companies
can achieve an optimal capital structure without relying on interest-bearing debt.
Instead, Islamic insurance companies balance costs and benefits through participant
contributions and Shariah-compliant investments, thereby avoiding riba (Haron &
Ibrahim, 2012; Zamri et al., 2021).

Net Income, Comprehensive Income, and Financial Performance

Net income serves as a key financial indicator, reflecting a company's
performance over a given financial reporting period. In addition to net income,
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comprehensive income provides a broader view of a company's financial health by
incorporating non-operating gains and losses. These include changes in revaluation
surplus, gains and losses on defined benefit plans, foreign currency exchange
gains/losses, remeasurement of available-for-sale financial assets, and effective
hedging transactions (Rusdiyanto & Narsa, 2019; Susanto et al,, 2021).

Information on a company's performance is particularly relevant if it correlates
with stock price movements and returns on stock investments. Comprehensive
income is a measure of risk exposure, representing a company's overall financial
performance. Total income has risk relevance when it can explain market stock
return rates. Although comprehensive income and total income both influence stock
returns, they do so through different mechanisms. Comprehensive income captures
broader financial risks and opportunities, whereas total income reflects core
operational performance. A company demonstrating strong financial performance
across these metrics typically experiences higher stock prices and positive returns,
as investors value firms with stable financial prospects. Understanding these
relationships is essential for investors and analysts in making strategic investment
decisions.

Long-Term Value Creation and Sustainable Economic Models in Shariah
Insurance

The financial and corporate sectors play a crucial role in fostering long-term
value creation by aligning financial goals with sustainable development principles.
Long-term investment strategies prioritize financial, social, and environmental
value creation, positioning companies for sustainable economic growth (Dyllick &
Muff, 2016; Schoenmaker, 2018). Shariah-compliant insurance contributes to
sustainable economic models through its risk-sharing mechanisms, ethical
investments, financial transparency, economic stability, and financial inclusion.
Additionally, Shariah-compliant finance supports corporate social responsibility
(CSR), ethical business practices, and financial innovation, aligning with broader
sustainable development objectives.

Despite these advantages, modern business practices often emphasize short-
term financial returns, limiting the potential for inclusive capitalism. Over the past
few decades, profit maximization has been the dominant objective in corporate
finance, sometimes at the expense of social and environmental considerations.
Shariah finance, however, offers an alternative model that balances profitability with
ethical responsibility, fostering a more inclusive and resilient economic system.
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Methods

Data is sourced from the financial statements of Islamic insurance companies in
MENA countries. The objects of this research are ten sharia insurance companies
(Table 1). The data is sourced from each company's balance sheet and income
statement. The data used in this study was obtained from Refinitiv, which is a
restricted service. Access to such data requires a subscription or special permission,
so it is not freely available to the public.

Table 1. List of Sharia Insurance Companies

Sharia Insurance Country
First Takaful Insurance Company KPSC Kuwait
Al-Takaful Palestinian Insurance PLC Palestine
Qatar Islamic Insurance Company QPSC Qatar
Salama Cooperative Insurance Company SJSC Saudi Arabia
Saudi Arabia Saudi Arabia
Al-Ageelah Takaful Insurance Company SA Syria
Dar Al Takaful PJSC United Arab Emirates
Islamic Arab Insurance Co PSC United Arab Emirates
Methaq Takaful Insurance Co PSC United Arab Emirates
Takaful Emarat Insurance PJSC United Arab Emirates

Source: Authors Analysis (2022)

Table 2. Resource Variable

Variable Type Source
Total Premiums Earned (TPM) Ratio Income Statement
Net Income (NI) Ratio Income Statement
Long Term Investment (LTI) Ratio Balance Sheet
Total Equity (TE) Ratio Balance Sheet
Total Debt (TD) Ratio Balance Sheet
Total Assets (TA) Ratio Balance Sheet
COVID-19 Nominal (Cat)

Source: Authors Analysis (2022)

The data is quarterly data from 2010 to 2020. The COVID-19 pandemic began
in late 2019, with the first case detected in Wuhan, China, in December 2019. The
World Health Organization (WHO) declared COVID-19 a pandemic on March 2020.
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The researcher uses financial ratios such as total premiums earned, assets, debt,
equity, net income, and long investment. These variables are ratio data (Table 2).
Moreover, the researchers considered the Covid-19 pandemic period to show its
effect on several Islamic insurance financial ratios in the MENA country. The COVID-
19 pandemic variable is categorical data, which will be worth 1 in its time and 0
when there is no Covid-19 pandemic.

The analysis employs correlation analysis and panel data regression to examine
relationships between variables (Mukaka, 2012; Velickovi¢, 2015). The Spearman
rank correlation assesses associations with the COVID-19 pandemic variable, while
the Pearson correlation measures relationships among other variables, reflecting
their differing data types. To evaluate the impact of independent variables on the
dependent variable, panel data regression analysis is applied.

Model selection within panel data regression involves conducting the Chow test,
Hausman test, and Lagrange multiplier test to determine the most appropriate
model (Cheng & Ai, 2020; Oaxaca & Dickinson, 2016). The Common Effect Model
assumes a uniform intercept across units, the Fixed Effect Model accounts for unit-
specific differences through fixed intercepts, and the Random Effect Model treats
unit-specific effects as random and uncorrelated with independent variables. The
Chow test distinguishes between the Common Effect and Fixed Effect models. If the
Common Effect Model is chosen, the Lagrange multiplier test is conducted to
compare it with the Random Effect Model. If the Fixed Effect Model is selected, the
Hausman test determines whether the Fixed or Random Effect Model is preferable.
Additionally, residual diagnostics include the Jarque-Bera test for normality and
Levene’s test for homogeneity.

Result and Discussions

Univariate Statistics

Table 3 presents the descriptive statistics for the dependent and independent
variables. The Total Premiums Earned is zero in some cases, such as in Kuwait, while
countries like Qatar and Syria experienced deficit values in multiple periods. A
similar trend is observed for net income, with most MENA countries facing deficits
in several quarters, particularly in Q3 and Q4 of 2019. Overall, the net income of
Islamic financial institutions in MENA remains relatively low. However, certain
companies, such as Islamic Arab Insurance Co PSC and Takaful Emarat Insurance
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these values.

Table 3. Descriptive Data

TPM NI LTI TE TD TA
Mean 15.82205 0.102227 1063510 64.27375 3.680227 216.7896
Median 8575000 0.360000 43.60000 33.44500 0.000000 99.70000
Maximum 140.0000 2390000 8379000 437.0000 116.7000 1402.500
Minimum -41.14000 -74.20000 0.000000  3.260000 -0.210000 7.520000
Std. Dev. 2198249 5.728758 1588816 85.07182 1196227 308.3035
Observations 440 440 440 440 440 440
Source: Authors Analysis (2022)
Table 4. Correlation Variable
Total Premiums Net Long-Term Total Total Total COoVID
Earned Income Investment Equity Debt Assets 19
Total Premiums 1.000000
Earned
Net Income 0.115750 1.000000
2.438859
(0.0151)*
Long-Term -0.733101  0.071941 1.000000
Investment 2255877 1.509520
(0.0000)* 0.1319
Total Equity 0.827797 -0.111081 0.884140  1.000000
30.88001 -2.339223 39.60354
(0.0000)*  (0.0198)* (0.0000)*
Total Debt 0.654720  -0.122526 0.503667 0.673114  1.000000
1812778 -2.583736 12.20164  19.04869
(0.0000)*  (0.0101)* (0.0000)*  (0.0000)*
Total Assets 0.832474  -0.135962 0965247 0933551  0.612612 1.000000
3144469 -2.872138 7729870 5450701  16.22125
(0.0000)*  (0.0043)* (0.0000)*  (0.0000)*  (0.0000)*
COVID19 0.107  0.063785 0.081 0,059 0.102 0115  1.000000
2,2812 1,2720 1,73178 1,2498 2,177 3,3123
(0.023)* 0.204 (0.084)** 0.212 (0.030)* (0.001)*

Note: * sig in alpha 5%, ** sig in alpha 10%
Source: Authors Analysis (2022)
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Table 4 displays the correlation between research variables. Net income, long-
term investment, total equity, total debt, and total assets show a significant
correlation with Total Premiums Earned, though not all relationships are positive.
Notably, long-term investment exhibits a negative correlation with Total Premiums
Earned. Meanwhile, the COVID-19 pandemic correlates weakly (10%) only with
long-term investments.

Multivariate Regression

Panel data regression analysis employs various models based on research data
structure (Ferson & Wang, 2020; Zhang et al., 2022). Table 5 presents the Common
Effect Model estimation, revealing that all independent variables, except COVID-19,
have a significant effect (5% level) on Total Premiums Earned. Net income, total
equity, total debt, and total assets positively impact Total Premiums Earned,
indicating that an increase in these variables leads to higher premium earnings.
However, long-term investment has a significant negative effect, suggesting that
higher long-term investments reduce Total Premiums Earned.

Table 5. Common Effect Model

Variable Coefficient Std. Error t-Statistic Prob.

NET_INCOME 0.207064 0.090550 2286736  0.0227
LONG_TERM_INVESTMENT -0.129450 0.013576 -9.535029  0.0000
TOTAL_EQUITY 0.052597 0.018168 2.895056  0.0040
TOTAL_DEBT 0.130571 0.061588 2120072  0.0346
TOTAL_ASSET 0.107655 0.008908 12.08590  0.0000
COVID19_PANDEMIC -0.457333 1.633745 -0.279929  0.7797
C 2420307 0.672593 3.598470  0.0004

Source: Authors Analysis (2022)

The R-squared value is 77.9%, meaning that net income, total equity, total debt,
total assets, and the COVID-19 pandemic collectively explain 77.9% of the variation
in Total Premiums Earned, while the remaining 22.1% is attributed to factors not
included in the study. Given this, considering additional explanatory variables is
recommended to enhance the model’s robustness.

Following the Common Effect Model estimation, the Lagrange Multiplier (LM)
Test (Table 6) was conducted to determine whether the Pooled Model or the
Random Effect Model is more appropriate. Table 7 presents the Breusch-Pagan test
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results, indicating that the random cross-section and period effects are significant (p
< 0.05). This suggests that the Random Effect Model is the preferable specification.
The study adopts cross-section effects as the random factor, given the consistent
variance in the research period across cross-sectional data.

Table 6. LM Test

Null (no rand. effect) Cross-section Period Both

Alternative One-sided One-sided

Breusch-Pagan 438.7862 4.229645 443.0158
(0.0000) (0.0397) (0.0000)

Source: Authors Analysis (2022)

Table 7. Random Effect Model

Variable Coefficient Std. Error t-Statistic Prob.

NET_INCOME 0.182322 0.076311 2389191  0.0173
LONG_TERM_INVESTMENT -0.096297 0.014058 -6.849971  0.0000
TOTAL_EQUITY 0.110317 0.018592 5933695  0.0000
TOTAL_DEBT 0.084229 0.052656 1599620 0.1104
TOTAL_ASSET 0.089004 0.009858 9.028467  0.0000
C -0.643803 1452173 -0443338  0.6577

Source: Authors Analysis (2022)

Table 7 presents the Random Effects Model estimation, showing that net
income, long-term investment, total equity, and total assets significantly impact
Total Premiums Earned at the 5% level. All significant independent variables have a
positive effect, meaning a one-unit increase in any of these variables leads to a
corresponding rise in Total Premiums Earned based on the model coefficients. In
contrast, total debt and the COVID-19 pandemic have no significant effect, though
their inclusion remains relevant given the model's complexity. The R-squared value
of 58.3% indicates that the independent variables explain 58.3% of the variance in
Total Premiums Earned, while the remaining 41.7% is attributed to other factors.

To determine the best model, the Random Effects Model is compared with the
Fixed Effects Model using the Hausman test (Table 8). The Chi-square probability
value of 0.06592 exceeds 5%, confirming that the Random Effects Model is the
preferred choice. This model assumes that entity-specific error terms are
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uncorrelated with predictors, allowing time-invariant variables to act as explanatory
factors while maintaining homogeneous residual variance.

Table 8. Hausman Test

Test Summary Chi-Sq. Statistic  Chi-Sq. d.f. Prob.

Cross-section random 11.82790 6 0.06592
Source: Authors Analysis (2022)

Table 9. Normality Test for Residual

Value
Jarque-BEra 0,2469
Probability 0,8838

Source: Authors Analysis (2022)

Residual normality was tested using the Jarque-Bera test (Table 9), which
confirms normal distribution (p = 0.8838, exceeding the 5% threshold).

Figure 1 illustrates data movements over the research period. Although no clear
trend is observed, significant value spikes occur, particularly from Q3 2019 onward.
Islamic Arab Insurance Co. PSC (Saudi Arabia) recorded the highest Total Premiums
Earned, Long-Term Investment, Total Assets, Total Debt, and Total Equity among
MENA countries, followed by SABB Takaful Company SJSC (Saudi Arabia) and Qatar
Islamic Insurance Company QPSC (Qatar). However, Islamic Arab Insurance Co. PSC
had lower net income than other Islamic insurance companies.

The Saudi financial technology (Fintech) ecosystem is expanding, which
supports the growth of insurance companies (Albarrak & Alokley (2021); Hassan et
al, 2020). Long-term investment plays a crucial role in Shariah-compliant insurance
funding.

[slamic finance is recognized as a stable financing system that promotes
financial stability, growth, and inclusion, while also fostering long-term employment
(Kabir Hassan & Soumaré, 2015). It plays a vital role in the economic development
of the MENA region, addressing key challenges such as financial inclusion, income
inequality, and job creation (Chowdhury & Shumon, 2020). Given its emphasis on
equitable distribution and risk-sharing, Islamic finance offers a viable solution to
these issues (Kim et al., 2018).

36 | Vol 14,No.1(2023) Economica: Jurnal Ekonomi Islam



The Resilience of Sharia Insurance in MENA During the COVID-19 Pandemic: An....

Discussion

Sharia insurance operates on the principles of mutual protection and assistance,
achieved through investment and asset management. Unlike conventional
insurance, it incorporates Shariah values such as fairness, transparency, and risk-
sharing, making it distinct from traditional models (Jannah & Nugroho, 2019; Akhter
& Hussain, 2012; Echchabi et al, 2014). As a financial institution, its objectives
include growth, stability, and development (Rizki et al, 2019; Syarofi, 2022).

Empirical results indicate that net income significantly influences Total
Premiums Earned, demonstrating a strong relationship. Net income in Shariah-
compliant insurance represents profits after deducting liabilities (Hidayat et al,
2021). While not the primary revenue source, net income remains an essential
component of overall earnings, aligning with findings by Hidayat et al. (2021).
Islamic insurance companies also consider non-material income, emphasizing
ethical and Shariah-compliant financial returns (Faoziyyah & Laila, 2020; Lilavira &
Zulaikha, 2020; Nainggolan & Soemitra, 2020).

Along-term investment is part of the investment that is paid regularly and can
be withdrawn within a certain period (Hayati, 2016). Empirical results show that
long-term investment has a significant effect on total premiums earned. However,
the effect is negative. It means that the more sharia investment funds, the lower the
total premiums earned. It can be seen in the research data that a decrease in total
premiums earned accompanies an increase in long-term investment funds. A long-
term investment is widely used in the health sector. Since the COVID-19 pandemic,
many customers have used their insurance funds (Yudhira, 2021). This resulted in
increased spending by Islamic insurance companies. This expenditure certainly
reduces the income from sharia insurance (Yudhira, 2021). Even so, the principle of
mutual assistance in sharia insurance can still secure sharia insurance finances.

Capital in sharia insurance is useful for company operations. Like other financial
institutions, Islamic insurance companies use several capital schemes, either from
internal sources or third parties (premiums, loans). Islamic insurance companies
with high capital will be able to carry out financial activities more freely (Puspitasari,
2016), allowing the company to increase its income (Puspitasari, 2016). Empirical
results of research data show that capital significantly affects the total premiums
earned of Islamic insurance companies. The capital increase will also increase the
income of Islamic insurance companies. The results of this study are in line with
Triana & Dewi (2020) which states that capital growth positively and significantly
affect the growth of assets. Management and investors will get signals to later be
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used as deciding policies such as making a schedule for profit allowances or raising
capital with the aim of competing with other insurance companies.

Figure 1. Note:1) Insurance Company KPSC (Kuwait); 2)Al-Takaful Palestinian
Insurance PLC (Palestine); 3)Qatar Islamic Insurance Company QPSC (Qatar); 4) Salama
Cooperative Insurance Company SJSC (Saudi Arabia); 5)SABB Takaful Company SJSC
(Saudi Arabia); 6) Al-Ageelah Takaful Insurance Company SA (Syria); 7)Dar Al Takaful
PJSC (United Arab Emirates); 8) Islamic Arab Insurance Co PSC (United Arab Emirates);
9) Methaq Takaful Insurance Co PSC (United Arab Emirates); 10) Takaful Emarat
Insurance PJSC (United Arab Emirates).
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The value of debt has no significant effect on the total premiums earned of
Islamic insurance companies. Debt in the financial system is divided into two: long-
term debt and short-term debt (Pakekong et al., 2019). One of the efforts made by
the company to increase capital is to increase debt (Pakekong et al., 2019). In Islamic
financial industry does not know the meaning of debt, but a company needs
additional capital derived from debt. Therefore, sharia insurance institutions need
financing as an additional capital of the company. Debt borrowed by the company
will burden the company's finances. Of course, this will impact income, although it is
not significant.

Sharia insurance companies need assets in carrying out their business activities,
and assets are assets owned by the company with the intention that the company
can guarantee the continuity of its operational activities. Without assets, a business
unit cannot carry out its business operations (SW & Susanti, 2017). Total assets
whose value increases will increase income (Meilinda & Mahmud, 2020; Midesia,
2022). According to Hassan et al, (2021) shows that the existence of the Islamic
financial industry is very important during and after the 2008 crisis in MENA, with
stable Islamic financial performance in the crisis, Islamic finance will also play the
same role in recovery from economic shocks caused by the pandemic. However,
Bahrain became the country with the largest Islamic financial assets followed by
Kuwait, Saudi Arabia, the United Arab Emirates, and Qatar.

Conclusion

Sharia insurance income in MENA countries is influenced by total assets, debt,
long-term investment, and net income. However, the COVID-19 pandemic had no
significant impact on Islamic insurance revenue, highlighting its resilience amid
economic shocks. This reinforces Sharia insurance as a stable financial institution for
customers.

Despite this stability, long-term investment in Islamic insurance remains closely
linked to the COVID-19 pandemic, underscoring the need for strong regulatory
oversight and financial policies to ensure sustainability. Future research should
explore the optimal balance of long-term investments, maximizing benefits without
compromising revenue. Further analysis of the mechanisms driving revenue
changes can enhance operational efficiency and strategic financial management.
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