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In the private republic of Pakistan, where everything from water to healthcare is available at 

market prices instead of being provided by the state institutions, an outsider would expect a high 

prevalence of insurance to compensate for the additional systemic risks. But alas! That is far 

from the case and as a country, we have one of the lowest insurance-to-GDP ratios at just around 

1.1%, lagging behind the regional and emerging markets average. 

Many Pakistani Muslims believe insurance to be haram. But then, similar views persist about 

banking yet it remains far more popular. The issue is more of a low financial inclusion and there, 
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the relevant institutions, public or private, haven’t done a particularly good job. One ray of hope 

to all of this has been the emergence of Islamic banking, and to a more limited extent insurance, 

into the mainstream. 

To better understand the latter, ie Takaful, MG interviewed Azeem Pirani, the CEO of Pak-Qatar 

Family Takaful, easily the largest player in the segment. The edited excerpts below discuss the 

company’s financial performance, the overall industry, the business model among other things. 

What trends did you guys notice in the wake of Covid-19? Was there a spike in demand? 

AP: The bancatakaful business took a hit as banks were closed or doing limited operations but 

direct sales managed to do fairly well. It took a disease for people to wake up and realise the 

importance of insurance and we noticed more and more people calling us to inquire about life 

coverage. On the claims side, that of life’s were definitely higher while health noticed a decline 

as people were trying to avoid hospitals out of the fear of Covid-19. 

Pak Qatar Family Takaful’s profit after tax declined significantly to Rs55 million in 2019, 

from Rs107m. Can you explain the reasons? 

AP: This dip was due to the internal restructuring process that we initiated in late 2019 and 

concluded early 2020. There were some systemic problems in our processes, particularly the 

direct sales department, from where a bulk of our costs and contributions come from. But now 

that it is complete, we have seen a significant impact of the entire process that will be reelected 

in the upcoming 2020 financial results. 

The company’s net profitability ratios are quite thin, hovering between 1% and 2%. Is this 

an industry problem? 

AP: Let’s break down the cost structure to understand this better: say we sell a policy with an 

annual contribution of Rs100,000. In the first year, around 35-40% of that amount will be paid as 

the commission to the sales agent, some 10-12% is our servicing fee, then a small share goes 

towards the participants’ fund to cover claims-related cash flows. The remaining amount is 

invested in the policyholders’ fund where the company also earns a Wakala fee for managing it. 



So in the first year, we barely earn anything as the bulk of the amount goes in commissions. It’s 

only later on during the life of the policy that it starts becoming lucrative for us, and that keeps 

the ratios low. It’s more or less the same for the overall industry, except maybe for the players 

who have been in the business for a very long time and already have significant renewals. 
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