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For many Muslim communities, the 
concern on protection has been one of 
the permissibilities in terms of their 
faith by using fi nancial protection. To 
address this, the concept of Takaful was 
developed. Although the conception 
was in the 1970s, it was only aft er the 
21st century that the Takaful footprint 
began to spread out of its initial 
few pockets of acceptance. Takaful 
companies have been growing steadily 
not only in Muslim countries but also in 
non-Muslim countries.  

The thought process of bringing 
Takaful into a system having both the 
conventional and Islamic fi nancial 
systems running was so that users 
of insurance as a tool for fi nancial 
protection would increase and the 
overall size of the ‘pie’ would increase, 

rather than users simply shift ing from 
conventional insurance to Takaful, thus 
enabling more people to benefi t from 
fi nancial protection. Unfortunately, this 
has not been the case. 

In most developing countries, fi nancial 
protection would seem to be a ‘no-
brainer’. Realities on the ground do not 
point in the same direction. Why? A few 
informal studies done on this subject 
in Pakistan allow us to put down a few 
concrete reasons for this lack of uptake. 

Why Pakistan? Given its large Muslim 
population, the rapidly growing Islamic 
fi nancial sector and the extremely low 
penetration of insurance, it can serve 
as an interesting case in terms of what 
changes need to be made to bring society 
into the fold of a fi nancial protection tool. 

Some of the key fi ndings of these studies 
are as follows: 
• Lack of awareness – this was by far 

the most common cause as people 
were not aware of the benefi ts of 
the product. In fact, the knowledge 
gap was not just in terms of benefi ts 
but also in not realizing that they 
need to use something for fi nancial 
protection. 

• Lack of need-based products – when 
you have citizens telling you that they 
are aware of these products but that 
they are too expensive. This could be 
because they apply a very low value 
to fi nancial protection but we now see 
that there is a cost, which if brought 
to a manageable level, keeping in 
mind the fi nancial strength of the 
population, the acceptance would be 
higher. 

• Religious reasons – many individuals 
when spoken to started their list of 
reasons for not utilizing insurance 
with how it is not permissible in the 
Islamic faith. When they were further 
probed, it seemed that they had no 
concerns with utilizing conventional 
products for their banking needs. 

Thus, this clearly showed that their 
religious concern is probably not as 
important as they themselves feel it is. 
There are those who would not utilize 
any conventional fi nancial product 
but they are few and far between. 
Thus, for the majority, it boils down 
to the previous two points. 

The arrival of Takaful has meant that the 
last reason has been, for the most part, 
taken care of. What about the other two 
reasons? What needs to be done about 
those and by whom? 

The ‘whom’ is relatively easy: the 
government and the industry. Given the 
multiple priorities of regulators and the 
slow movement prevalent in most state-
managed departments, quick changes are 
diffi  cult to come by on the government’s 
part. Having said that, mass-level 
changes can only be possible with the 
involvement of the government as it has 
access to funds, as well as the ability to 
initiate mass-level changes in laws, etc, 
which may be required. 

Thus, the bulk of the eff ort rests with the 
private sector. The private sector needs to 
realize that by not working on this 
aspect, it is doing a disservice to society, 
as so many people are not able to benefi t 
from fi nancial protection products due to 
a lack of awareness, as well as a 
disservice to the future sustainability of 
the industry.   
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The ignorance of inancial protection need in 
Pakistan      
The lack of interest in using fi nancial protection tools, one of the most fundamental human needs, is consistent, 
be it in the developed or developing world. The prevalence of this lack of acceptance may vary from one nation 
to another, regardless of its presence everywhere. AZEEM I PIRANI addresses the issue of lack of concern toward 
fi nancial protection in Pakistan. 


