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1. DEFINITION: MANDATORY INSURANCE

“Mandatory insurance refers to types of insurance that

individuals or businesses are legally required to carry by law.

It aims to protect both the insured and third parties in the case of 

accidents, illness, or other unforeseen events.”
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1. EARLY EXAMPLES OF MANDATORY INSURANCE

1883 - Sickness Insurance:

The world’s earliest example of a state-mandated insurance.

• 1883, Germany, under Chancellor Otto von Bismark.

• The Sickness Insurance Act was introduced.

• It became compulsory for workers to contribute to a health insurance fund.

• The scheme provided compensation in case of illness

1884 - Accident Insurance:

A second example, the Accident Insurance Act

• It became mandatory for workers to have accident insurance.

• 1889 - Disability and Pension Insurance followed…

• 1889 - Pension Insurance Act → Covers workers for old age and disability.

• The beginning of a comprehensive social insurance system in Germany!
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Chancellor Otto Von Bismark



1. EARLY ADOPTERS OF MANDATORY INSURANCE

Mandatory Insurance adoption dates back to the 19th century:

1850 - Prussia : Mandatory liability insurance for railway companies 

1883 - Germany : Mandatory health insurance under Chancellor Otto von Bismarck.

1888 - Austria : Followed Germany's lead → mandatory health insurance.

1891 - Hungary : Mandatory health insurance

1909 - Norway : Mandatory health insurance – mandatory membership in 1912. 

1911 - UK : Mandatory health insurance.

• These early systems provided sickness insurance for workers.

• Later expanded to cover areas such as occupational accidents, disability, and unemployment…
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1. MOST COMMON MANDATORY INSURANCE IN THE WORLD
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MOTOR HEALTH WC PENSION LIABILITY



2. KEY FIGURES

23-Apr-25 AQABA CONFERENCE - 2025 7

50%

66%

80%

Top 2 Top 5 Top 10

GLOBAL INSURANCE PREMIUMS DISTRIBUTION



2. KEY FIGURES – 2024 ESTIMATED
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Country GDP (USD)
% of

World GDP

Insurance

Premiums (USD)

% World

Insurance

Premium

United States $29.1 27.5% $3.23 40.4%

China $18.7 17.3% $0.62 7.8%

Germany $4.71 4.5% $0.32 4.0%

Japan $4.07 3.8% $0.42 5.3%

India $3.89 3.7% $0.10 1.2%

United Kingdom $3.59 3.4% $0.31 3.9%

France $3.20 3.0% $0.27 3.4%

Italy $2.40 2.3% $0.18 2.2%

Canada $2.20 2.1% $0.14 1.7%

Brazil $2.31 2.2% $0.12 1.5%

Arab Countries $2.85 2.7% $0.0499 0.62%

GCC Countries $2.12 2.0% $0.0384 0.48%

References

[1] Global Insurance 

Market Trends 2024 - 

OECD

[2] Insurance penetration 

declines in FY 2024: 

IRDAI

[3] Allianz | Allianz Global 

Insurance Report 2024

Figures in Trillion

https://www.oecd.org/en/publications/global-insurance-market-trends-2024_5b740371-en.html
https://www.oecd.org/en/publications/global-insurance-market-trends-2024_5b740371-en.html
https://www.oecd.org/en/publications/global-insurance-market-trends-2024_5b740371-en.html
https://cafemutual.com/news/insurance/34000-insurance-penetration-declines-in-fy-2024-irdai
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https://www.allianz.com/en/economic_research/insights/publications/specials_fmo/2024_05_23-Global-Insurance-Report.html
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2. KEY FIGURES – ZOOM – 2024 ESTIMATED
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Region
Total Insurance 

Premiums (USD)
GDP (USD) 2023 GDP (USD) 2024

Insurance Premiums to 

GDP (%) 2024

North America $2.5 trillion $31.77 trillion $34.61 trillion 7.22%

Europe Union $1.6 trillion $17.04 trillion $17.2 trillion 9.3%

Arab Countries (MENA) $49.9 billion $3.4 trillion $3.6 trillion 1.38%

Insurance Premiums to GDP Percentage Calculation:



2. KEY FIGURES – ZOOM – 2022/2023
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Insurance Premiums Evolution

ATLAS Magazine from SIGMA

Premiums

Country 2023 2022 Evolution 2022-2023 Market share 2023

Saudi Arabia $      17,456 $      14,228 22.69% 35%

United Arab Emirates $      14,568 $      12,938 12.60% 29.20%

Morocco $        5,519 $        5,364 2.89% 11.10%

Egypt $        2,550 $        3,321 -23.22% 5.10%

Qatar $        2,231 $        1,921 16.14% 4.50%

Kuwait $        1,674 $        1,608 4.10% 3.40%

Oman $        1,468 $        1,408 4.26% 2.90%

Algeria $        1,190 $        1,105 7.69% 2.40%

Tunisia $        1,164 $        1,006 15.71% 2.30%

Jordan $        1,049 $            994 5.53% 2.10%

Bahrain $            770 $            743 3.63% 1.50%

Lebanon $            259 $        1,644 -84.25% 0.50%

Total $      49,898 $      46,280 7.82% 100%



Private Sector Mandatory Insurance driven mainly by Motor Compulsory by Insurance

Growth Driven by 

-    Regulatory requirements

• Solvency II and similar risk-based capital requirements are shaping the market 

- Expanding global economy

- Rising risk awareness

The trend is particularly evident in emerging markets

- Rapid Urbanization

- Industrialization

- Increasing ownership

Technological Advancements are reshaping Compulsory Insurance (Insurtech)

• Innovative products

• Streamlined Underwriting Processes

• Improved Claim Settlement procedures

• Climate Change and Cyber Risks emerging as significant factors influencing Compulsory Insurance

• The gig economy (sharing or access economy)changing workforce dynamics creating new opportunities for 

compulsory insurance products
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2. MANDATORY INSURANCE - KEY HIGHLIGHTS



2. MANDATORY INSURANCE – PRIVATE SECTOR - KEY FIGURES
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Total Insurance premium 7.7 to 8 Trillion (2024 estimate)

Total motor premium 937.1 Billion in 2024 (GlobalData) with mid range estimate of mandatory 

premium being ca. 400 Billion

Total health premium between 1.9 and 2.85 Trillion.

with USD 2.50 trillion being a viable estimate (source: Precedence Research estimate for 2024. 

An estimated 60% is mandatory between the public and private sectors so USD 1.5 Trillion

24.67% of total insurance premium is mandatory from only Motor and Health.  

Data Horizon Research: 

Compulsory Insurance Premium USD 1.3Trillion for 2023 

Estimates of USD 2.1 trillion for 2033



2. MANDATORY INSURANCE/CONTRIBUTION – PUBLIC SECTOR - KEY FIGURES
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“Public Social Spending” 

- Main pillars: Pension, incapacity related benefits (PA), healthcare, unemployment,, etc…

- Redistribution or compulsory participation; redistribution of income across individuals

- Between 15% and 30% of GDP in 2023

- EU total expenditures on social benefit amounted to 26.9% of its GDP in 2022 

- The Organization for Economic Co-operation and Development - OECD 

- 38 countries with GDP of USD 59 Trillion – 55.7% of world GDP)

- Spent an average of 20% of GDP

- MENA consistently lower than world average (9% of GDP vs. average of 14% in 2017)

- The gap more significant for the higher-income countries in the region (GCC) 

compared to advanced economies



2. MANDATORY INSURANCE/CONTRIBUTION – PUBLIC SECTOR KEY FIGURES
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Social protection pillars: social assistance, social insurance, and labor market programs

- Over the last decade, 4.7 Billion gained access to social protection 

- Over 3 Billion remain without access

- 115M estimated to be in MENA out of 500M (2023)  

2023: Public Social Spending is estimated

 - at 12.9% of world GDP excluding healthcare

 - and 6.5% of GDP for health care

- Total of USD 20.6 Trillion

- USD 13.7 trillion for non healthcare

- USD 6.9 Trillion for healthcare



3. INDIVIDUALS’ WELLBEING
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THE HAPPINESS SCORE

It is a metric used in the World Happiness Report to rank countries based on the self-reported happiness of their 

citizens. It's a measure of subjective well-being (SWB), reflecting how people evaluate the overall quality of their 

lives.

THE SOCIAL PROGRESS INDEX

Measures the extent to which countries provide for the social and environmental 

needs of their citizens. It goes beyond traditional economic indicators like GDP and focuses on three key 

dimensions: 

• Basic Human Needs: Nutrition and basic medical care, water and sanitation, shelter, and personal safety. 

• Foundations of Wellbeing: Access to basic knowledge, access to information and communications, health 

and wellness, and environmental quality.  

• Opportunity: Personal rights, personal freedom and choice, inclusiveness, and access to advanced 

education.  



3. INDIVIDUALS’ WELLBEING - 2024 KEY FIGURES 
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- IMF

Figures are in billions

The top 5 countries in terms of SPI index have a high mandatory insurance premiums relative to total. (70%+)

One could conclude that Happiness and social welfare is closely linked to compulsory coverage.

Happiness SPI index GDP (Tril) Total Insurance Insurance Premium
COUNTRY Score Rank IMF Nominal US$ (% of GDP)

Norway 7.6 1 $0.50 $51.00 10.11%
Denmark 7.8 2 $0.41 $47.00 11.40%
Finland 7.9 3 $0.31 $45.00 14.71%
Sweden 7.5 4 $0.61 $45.00 7.39%
Canada 7.5 5 $2.20 $176.00 8.00%

Australia 7.3 6 $1.75 $76.00 4.34%
Germany 7 7 $4.52 $255.00 5.64%

UK 6.9 21 $3.59 $401.00 11.17%
USA 6.5 29 $27.60 $3,400.00 12.32%



4. LET’S TAKE A PAUSE – IT IS LINKED TO SOCIAL WELFARE
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PAUSE…



4. LET’S TAKE A PAUSE – IT IS LINKED TO SOCIAL WELFARE
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ZAKAT

• Obligatory: Zakat is not considered voluntary charity (Sadaqah), but a mandatory religious duty for 

Muslims who meet certain criteria.

• Social Justice: Zakat serves as a vital mechanism for social justice and economic redistribution within 

the Muslim community. It aims to support the poor and needy, ensuring their basic needs are met. 

• Conditions for Obligation: Zakat becomes obligatory when a Muslim adult who is sane and free 

possesses a certain minimum amount of wealth (called Nisab) for a complete lunar year (Hawl). 

•Zakat eventually distributed for eligible Recipients usually the less fortunate



4. LET’S TAKE A PAUSE – IT IS LINKED TO SOCIAL WELFARE
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ZAKAT & TAKAFUL

While Zakat and mandatory protection 

are different in terms of structure and 

purpose, they share similar social welfare 

goals of wealth redistribution and support 

for the less fortunate.

Takaful (Islamic insurance) could be 

viewed as a more direct bridge between 

Islamic financial principles and the concept 

of mandatory insurance.

Both reflect the importance of social 

solidarity and collective responsibility 

in Islam.

SOCIAL

SOLIDARITY

& WELFARE

TAKAFUL

ZAKAT

MANDATORY 
INSURANCE



4. ISLAM AS ONE CATALYST FOR THE EARLIEST SOCIAL WELLFARE
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610 AD – Islam, the earliest form of mandatory contribution for welfare of the community

“1850 - Prussia : Mandatory liability insurance for railway companies 

1883 - Germany : Mandatory health insurance under Chancellor Otto von Bismarck.

1888 - Austria : Followed Germany's lead → mandatory health insurance.

1891 - Hungary : Mandatory health insurance

1909 - Norway : Mandatory health insurance – mandatory membership in 1912. 

1911 - UK : Mandatory health insurance.”



5A. SOCIAL FRAMEWORK
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SOCIAL NOISE & CHALLENGES – GENERAL VIEW



5A. SOCIAL FRAMEWORK
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SOCIAL 
NOISE
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INSURERS

3.
CONSUMER

SOCIAL NOISE ORIGINS



5A. SOCIAL FRAMEWORK
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SOCIAL NOISE & CHALLENGES – BY STAKEHOLDER



5A. SOCIAL FRAMEWORK
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Government enforced scheme

Social Responsibility

 Regulatory Justification:

• Risk pooling as a mechanism to protect public interests and promote fairness.

Challenges & Evolving Landscape

 Static Mandates:

• Laws often fail to adapt to new risks. For example, traditional auto insurance 

frameworks don't accommodate autonomous vehicles, leaving insurers unsure about 

liability.

 Cross-Border Inconsistencies:

• In globalized economies, businesses face challenges complying with varying 

compulsory insurance laws across jurisdictions.

REGULATORY CHALLENGES



5A. SOCIAL FRAMEWORK
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Consumer Concerns:

• Affordability and accessibility – Ex: increasing costs in auto and health.

• Increasing premium 

• Perception of exploitation 

• Lack of transparency

Perception of Exploitation:

• Consumers often view compulsory insurance as a government-enforced profit 

scheme, exacerbated by the lack of transparent premium calculations.

COSUMER CONCERNS



5A. SOCIAL FRAMEWORK
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• Insurer Challenges:
• compliance costs, claims management inefficiencies.

• Balancing profitability with social responsibility.

• Technological Disruptions:

• Outdated frameworks unable to adapt to emerging risks like cyber threats.

• Perception of exploitation:

• Fraud and Abuse:

• Fraudulent claims are a significant issue, especially in compulsory lines like auto insurance.

• Examples include staged accidents, inflated repair costs, and fake injuries.

• Estimates suggest that insurance fraud accounts for 10-20% of claims costs globally, directly impacting premiums.

• Moral Hazard:

• When insurance is guaranteed, policyholders may take less care to prevent losses, increasing claim frequencies.

• Claims management inefficiencies (internal such as SYSTEMS and external such as LEGAL CASES)

• Administrative Complexity:

• Complying with evolving regulations and managing fraud investigations increase operational costs.

INSURER CHALLENGES



5B. SOCIAL FRAMEWORK
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Mandatory insurance is linked to Social Welfare and Happiness.

Mandatory insurance is therefore NOT A BURDEN but rather a necessity.

WHAT ROLE FOR THE

PUBLIC AND PRIVATE SECTOR?

WHAT MODEL FOR A LASTING AND FAIR SOCIAL WELFARE?



5B. SOCIAL FRAMEWORK
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Public Sector providing fully the insurance

Example: Iraq with subsidies from car gas revenue for MTPL.

Private Sector providing fully the insurance

Example: KSA Mandatory health insurance

“PPP” - Public-Private Partnerships!!!

Example: France where the protection provided is complemented by additional protections from the public 

sector (96% of the French have the complementary cover – Governments in the Arab Region are increasingly 

using PPPs to build and manage healthcare by mandating the public sector with an oversight from the public 

sector: UAE - KSA

THE 3 CONFIGURATIONS FOR SOCIAL WELFARE



5B. SOCIAL FRAMEWORK
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Public Sector: 

• No Competition

• Limited Coverage (optical, Dental, etc..)

• Non-flexibility (can’t purchase additional covers)

• Restricted network (designated physicians!)

• Waiting time

• Procedure can be denied if not considered cost effective

Main CHALLENGES
OF PUBLIC AND PRIVATE SECTOR FRAMEWORKS

Private Sector

• Pricing non-transparency

• Solvency considerations

• For-Profit Decision Making

• Non-Standardized covers (ad hoc exclusions)



5B. SOCIAL FRAMEWORK
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The target to achieve ultimate Social Welfare is perfect efficiency

• When discussing the insurance dimension, we must contend with best possible reduced 

Inefficiencies.

• In some classes, the public sector can play the role of the private sector under non-complex 

regulatory requirements to achieve a better desired outcome.

Successful

Environment

• KSA

• UAE

• Finland

Challenging

Environments

• UK – NHS

• France – 96% of insureds need private 

complementary insurance

• USA  

SOCIAL MODELS – HITS AND MISSES



5B. SOCIAL FRAMEWORK
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SOCIAL MODEL OPERATIONAL FRAMEWORK

KEY SUCCESS FACTORS & PARAMETERS

• Adhering to regulatory requirements providing comfort to insurers and reinsurers:
• Clear legislation

• Simple but efficient oversight

• Cover requested by regulator has reinsurance backing available

• Cover should have minimum acceptable protection to insureds

• Affordable Premium but adequate from a risk perspective

• Public Awareness assisted by legal framework

• Sustainable financial model

• Monitoring, Evaluation and Adjustment 



5B. SOCIAL FRAMEWORK
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SOCIAL MODEL OPERATIONAL FRAMEWORK

FAIR PREMIUM DETERMINATION

Per company/per product: 

Premium = Claims cost (actuarially approved) + minimum expenses (actuarially approved) + profit margin 

approved by the BOD (minimum and max margins set by the regulator) – Subsidies

P = (ECL + AC) x (1 + MLR) – S

P = Premium

ECL = Actuarial Expected claims liability 

AC = Administrative cost

MLR = Margin Loading Rate (profit, solvency margin required, etc..)

S = Subsidies

• Profit regulated as a bracket by the regulator and the profit margin approved by the BOD within set bracket

• Product defined as a sub-category within a COB (Sedan vs Trucks – Age brackets - …..)



6. THE FUTURE
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THE NEW BOX (1 of 2)

1. Usage-Based Compulsory Insurance:

Transition from one-size-fits-all to pay-as-you-use models.

Use real-time data from devices or health trackers to tailor compulsory insurance.

Real-world example: telematics in auto insurance—link premiums to driving behavior – Wellness and 

Activity based Health Insurance

2. AI & Predictive Analytics in Risk Assessment:

Data claims pooling allowing premium adjustment for insureds even when changing insurers 

(accountability)

3. Subsidized Pools for Vulnerable Groups:

Hybrid models: Private insurers cover standard risks; governments step in for extreme risk layers 

(e.g., NAT CAT reinsurance – Combined public and Private Parametric Protections).



6. THE FUTURE
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THE NEW BOX (2 of 2)

3. Cyber Insurance Mandates:

• Compulsory coverage for businesses sensitive to Cyber attacks to counter rising cyber threats. 

(infrastructure – Heavy individual data collectors)

4. Blockchain for Claims Transparency:

• Address trust issues by leveraging blockchain for instant claims settlement and fraud prevention.

5. Expansion to New Risks:

• Climate risk insurance as a global mandate—draw parallels to carbon credits.

• Unemployment Insurance by private sectors



6.  THE FUTURE
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THE FUTURE IDEAL

Unify minimum offering across homogenous regions (EU, Arab council, GCC, etc..)



7. CLOSING NOTES - CONCLUSION
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CONCLUSION

Mandatory insurance is not a luxury.

All countries have some kind of a mandatory insurance with Health schemes under social security 

systems (social welfare systems) being the most obvious one.

Mandatory Insurance management is the question.

By the public or private sector? 

It depends, by count, on who can provide the public with the best service at the lowest cost and most 

effective way.

PRIVATE

PUBLIC



7. CLOSING NOTES - TAKEAWAYS
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KEY TAKEAWAYS

• Insurance and mandatory insurance/protection schemes are not “recent modern concepts”.

• Insurance closely linked to social welfare and human development - Mandatory Insurance more so.

• The concept of social welfare can be traced back to as early as the birth of Islam.

• Mandatory lines of insurance are set by regulators and government branches

• Managed by the most capable party based on the unique social system if each country

• Optimal pricing is achievable by:
• Using up to date data

• Using the latest tech to control cost

• Close monitoring by regulator to monitor abuse.

• Insurers must work in total transparently with the public sector for:

• A wider coverage

• A more efficient coverage

• A better transparent communication by insurers and regulators to consumers would greatly reduce 

social noise and misconception about insurance / mandatory insurance.



Pay us a visit online…

www.nascoinsurancegroup.com

www.linkedin.com/company/3127852

www.NascoInsuranceGroup.com
LEBANON - FRANCE - UAE - KSA - QATAR - IRAQ - TURKEY - CYPRUS - TUNISIA – EGYPT - NIGERIA

T +961 1 420 300
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