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Abstract

This research addresses a topic of utmost importance to the insurance
market in the Kingdom of Saudi Arabia and one that is rarely discussed among
insurance specialists in various branches. The research explores the concept
of 'captive insurance," a relatively recent development, by the comparison
between the known forms of insurance. The research tackles the distinction
between the concepts of this form of insurance (captive insurance), on the one
hand, and conventional insurance and self-insurance, on the other. This
research explains that captive insurance is a self-insurance with the
advantages of conventional insurance which enables the self-insurer in captive
insurance to be reinsured through reinsurance companies, as is the case with
conventional insurance .

The research consists of three sections. The first section examines the
historical development of captive insurance, revealing that it originated in its
current form in the United States during the mid-twentieth century. The
second section, in three sub-sections, addresses the fundamental differences
between conventional insurance (in the first sub—section), self-insurance (in
the second sub—section), and captive insurance (in the third sub—section). In
distinguishing between the three forms of insurance, the research relies on the
provisions of the Saudi system and the American law of some American
states. The third section discusses, in two sub-sections, the advantages of
captive insurance in the first sub-section and the disadvantages of captive
insurance in the second sub-section. These sections are then followed by a
conclusion that includes the research findings and recommendations.

Key words:

Insurance — Conventional insurance - Self-insurance — Captive insurance -
Insurance company — Reinsurance company — Mutual insurance - Insurance
Authority — Singl Parent Captives — Association Captive — Group Captives —

Agency Captive — Rent—a—Captive.
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