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According to Social Policy and Development 
Center (SPDC) Pakistan’s estimates, 38 percent 
of Pakistan’s population is living below the 
poverty line (less than USD 2 per day) and about 
50 percent are deemed vulnerable, living on the 
cusp of poverty. However, despite a dire need for 
risk management tools for the low-income 
populace, Pakistan’s microinsurance market still 
remains in embryonic stage with roughly 7.3 
million policyholders. Exact estimation of total 
microinsurance policy holders is rendered 
incomplete owing to a lack of consensus on the 
very de�nition of microinsurance and what 
quali�es as microinsurance. According to the 
SECP’s Microinsurance Rules 2014, 
microinsurance is de�ned as ‘insurance products 
for the low-wage persons, earning less than the 
taxable income’. �e regulations further go on to 
specify features of the microinsurance products 
setting a limit on sum insured allowed, however, 
these de�nitional parameters are largely ignored 
by the insurance companies. According to the 
insurers, these de�nitional parameters are not 
practical because gauging income of that 
particular target market is a cumbersome, not to 
mention, an expensive exercise in Pakistan’s 
informal economy. As a result, not a single 
product has been registered as a microinsurance 
product under the 2014 regulatory regimen, since 
its inception. Most of the insurance companies 
o�ering products to low-income market segment 
currently operate by their own de�nition, making 
the exact estimation of microinsurance 
policyholders a di�cult task. Additionally, for the 
insurers currently o�ering microinsurance 
products, it represents a very small portion of their 
total gross written premium. Additionally, owing 
to small sized operations, majority of insurers do 
not have specialized departments for reporting 
and monitoring of microinsurance business, 
making any industry-wide analysis of 
microinsurance more di�cult. Lastly, since there 
is a confusion about microinsurance and social 

protection initiatives run by the government, 
there is a risk of overlap while reporting total 
number of policy holders in the country, owing to 
an overlap in the distribution channels.
Issues surrounding the de�nition point towards a 
need to revise and improve the regulatory regime 
for microinsurance products. A detailed 
discussion with insurance companies yielded that 
other than the de�nitional issues, many other 
clauses in the MI Rules 2014, render them 
impractical for a budding industry aiming to 
target low-income population. Low-income 
persons require products designed based on the 
fundamental principles of simplicity and speed for 
all the contracts, document and processes required 
to use such products, including the disbursement 
of claim payments. However, in SECP’s MI 
regulations, stipulations pertaining to 
documentation and contract are such so as to 
introduce the complexity in product design and 
disbursement, making it counter-intuitive as well 
as expensive for the insurer. Similarly, training 
requirements for the MI agents as laid down in 
the regulations were deemed too tedious and 
expensive by the insurers, not suitable for entities 
aiming for rapid expansion to rural areas.
While all the major insurance companies are 
o�ering some form of products targeted at the 
low-income segment with more coming to join, 
few issues pertaining to supply side, ought to be 
brought to attention; a) there is a dearth of 
product diversi�cation, as far as MI sector is 
concerned. Most of the products currently in the 
market are life products (credit life or term life) 
and health insurance, which empirically speaking 
cover only a portion of needs of the target 
segment, b) most of the products being o�ered 
currently are bundled products, sold as a 
mandatory side-policy to other �nancial 
instruments, like credit or cellular airtime, c) low 
claims rates are indicative of the poor knowledge 
among the clients regarding how to reap the 
bene�ts of these policies, (d) in some cases, 
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commissions charged by the distribution channels 
were reported to be as high as 50 percent of the 
premium collected, creating both �nancial and 
operational di�culties for insurance companies 
and erecting barriers to expand insurance services 
to lower-income households, e) use of technology 
through di�erent phases of a product’s life cycle 

remains minimal with most of the insurers still 
relying on paper-based forms and manual 
premium collection and claims payment.
To help the Pakistani micro�nance industry grow, 
based on the literature review and �eldwork 
conducted for this study, following set of 
recommendations may be looked into:
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Sr.#

1

2

Line of Intervention Recommendations

Introducing
incentives for
insurers

Revised and relaxed
regulations

SECP should introduce incentives  tax relaxations for the
insurers in order to encourage them to move towards
low-income market.

An improved de�nition of microinsurance relying on 
qualitative indicators should be introduced to limit the �eld of 
action. De�nition of low-cost mass insurance may also be 
introduced.
Documentation requirements surrounding microinsurance 
should be made simpler considering the literacy levels of 
target population. Simpler contracts and marketing material 
requirements will also lower the costs for the insurers.
Training requirements for microinsurance agents should be 
revised and relaxed. Code of conduct for the agents along with 
possible sanctions in case of violation may be introduced.

3 Demand Side
Analysis 

An industry-wide demand analysis mapping the needs of 
target population should be conducted, to gather insight in to 
the potential risks, and priorities of the low-income 
population. Considering the high cost of such an analysis, 
IAP or PMN may take on the responsibility. 

4 Product
Diversi�cation  

Level of product sophistication in Pakistan remains 
elementary, concentrated e�orts should be made to introduce 
diverse and innovative products.

5 Client Follow-up
and Product
Assessment   

Regular client satisfaction surveys and product assessments 
based on social performance indicators should be made 
mandatory part of insurers’ day to day operations.

6 Client Education
and Awareness    

An industry-wide client awareness campaign should be designed 
after collaboration with the stakeholders to create knowledge 
among the target clients regarding advantages of microinsurance 
dispelling any negative notions associated with it.

7 Consultation
between insurers and
delivery channels 

A committee bringing together the insurers and various 
delivery channel representatives should be formulated to help 
the two groups overcome any roadblocks in forming mutually 
agreeable terms of engagement vis-à-vis provision of 
microinsurance to low-income population
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microinsurance in Pakistan.  �e report covers the 
supply side perspective of the insurance providers 
and analyzes regulatory dimensions of the market, 
keeping macroeconomic and sociopolitical 
context of Pakistan in mind.

1.3 Defining Microinsurance
De�ning Microinsurance in Pakistan’s context has 
proved to be di�cult owing to the con�ict 
between the de�nition laid down in MI 
regulations and on-ground practices.
Securities and Exchange Commission 
Microinsurance Rules, 2014 de�ne 
Microinsurance as,
“Insurance products and services for low-income 
persons that meet their needs for risk protection 
and relief against distress, misfortune or 
contingent event for modest and de�ned bene�t 
levels.”
Furthermore, low-income person is de�ned as,
“A person whose monthly income is less than the 
minimum taxable income as prescribed by the 
Government of Pakistan or as may be prescribed 
by the Commission for the purpose of these 
rules.”
Further delving into details, the regulations use 
minimum monthly income as a benchmark in 
deciding whether a product can be classi�ed as a 
microinsurance product or not, adding a layer of 
complexity for the providers. Gauging and 
ascertaining income levels of all policy holders is a 
costly and labor intensive exercise, especially in a 
predominantly informal economy like Pakistan, 
making it an ine�cient parameter for the 
providers.
Moreover, considering that presently none of the 
products for low-income market have been 
registered as microinsurance product under the 
aforementioned rules, from practitioner’s point of 
view, there is no commonly agreed de�nition of 
microinsurance at present in Pakistan. Each 
insurance provider o�ering products to 
low-income market segment operates by its own 
de�nition, making the exact estimation of 
microinsurance policyholders a di�cult task. 

Additionally, for the insurers currently o�ering 
microinsurance products, it represents a very small 
portion of their total gross written premium. 
Owing to small sized operations, majority of 
insurers do not have specialized departments for 
reporting and monitoring of microinsurance 
business, making any industry-wide analysis of 
microinsurance more di�cult.
Despite these de�nitional problems, it is generally 
accepted that if the program is with a 
micro�nance operator then this is considered 
microinsurance.  �ere are also a number of other 
products o�ered through branchless banking 
operators targeting low-income persons which 
can be considered in the category of 
microinsurance.

1.4 Methodology
�is study relied on primary as well as secondary 
research, employing qualitative and quantitative 
research methods. 
�e primary modes of data collection were online 
surveys, in-depth individual interviews and focus 
group discussions (FGDs). In-depth individual 
Interviews were conducted with 10 leading 
insurance providers to understand the perspective 
of supply-side of the sector. �e persons 
interviewed included CEOs, General Managers 
and other experts managing microinsurance 
portfolios of their respective organizations. 
During individual interviews with the insurance 
providers, discussion on regulatory regimen and 
policy environment around microinsurance was 
carried out along with a quantitative mapping of 
their existing products catering to low-income 
market. Key quantitative data requested included 
information on premiums received in 2013 and 
2016. Considering most of the microinsurance 
business in Pakistan is being conducted by life 
insurance companies, the scope of this study 
remains limited to that particular segment.

1.5 Study Structure
�e study is divided into the following sections:
•Chapter 2 reviews the macro and socioeconomic 

context of Pakistan
•Chapter 3 analyzes the regulatory and policy 
evolution vis-à-vis microinsurance in Pakistan, 
analyzing current supervisory environment 
•Chapter 4 describes the availability of 
microinsurance products on supply side
•Chapter 5 charts out a set of recommendations 
and the way forward
 

1.1 Background
Globally, Microinsurance has been accepted and 
acknowledged as a means of managing risks faced 
by low-income households.  More often than not, 
sudden economic shocks push vulnerable families 
to take their children out of school, consume their 
savings, sell productive assets, and/or take credit at 
exorbitant rates, continuing the cycle of 
inter-generational poverty. According to the 
Access to Finance Survey (2015) Pakistan, 1 in 2 
Pakistanis (52 percent) regarded unforeseen 
medical emergencies and health problems as the 
biggest risk to their savings1. Microinsurance 
(MI), when coupled with e�ective risk prevention 
and other risk management tools like savings and 
emergency loans, can play an important role in 
helping the low-income communities protect 
their assets in case of �nancial emergencies, 
preventing them from falling further down the 
economic ladder.
Owing to the advances that Microinsurance 
industry has made around the world in last 
decade, helping millions of families through 
economic shocks, greater attention is being paid 
to this risk management tool by insurance 
companies, donor agencies and governments 
alike.
Pakistan’s MI sector, although, catering to 7.3 
million low-income policy holders2, remains in 
embryonic stage with millions left outside the 
protective ambit of quality microinsurance 
products.  �e market for microinsurance in 
Pakistan remains severely underdeveloped due to 
the lack of awareness about the potential bene�ts 
of microinsurance among households, and due to 
the lack of e�ective mechanisms and targeted 
products to provide microinsurance services, 
addressing the existing or potential demand.
In order to achieve an inclusive insurance market 
in Pakistan, substantial work needs to be done on 
multiple fronts, including but not limited to 
conducive and improved regulations, better 
products and sound operational arrangements 

between insurance companies and distribution 
channels. On the demand side, nurturing 
awareness among the micro-entrepreneurs, small 
and landless farmers, women, and low-income 
persons about the bene�ts of insurance products is 
equally important and calls for a concentrated 
e�ort.
Securities and Exchange Commission of Pakistan 
(SECP), the regulating agency of insurance 
companies in the country, is committed to 
development of microinsurance industry in 
Pakistan, providing an impetus, direction and 
structure to the microinsurance sector from 
directed policy and regulation interventions. To 
this intent, Pakistan Micro�nance Network 
(PMN) after thorough discussion with di�erent 
stakeholders and under SECP’s tutelage has 
established a “Center for Inclusive Insurance” 
with the intention of providing an impetus and 
direction to the micro-insurance sector.
�e Center’s main functions will be to spur 
innovation in product development, knowledge 
management and advocacy so as to encourage 
informed policy making, advocacy at national and 
international level as well as capacity building of 
the players.
As the �rst initiative under the umbrella of the 
Center of Inclusive Insurance, Pakistan 
Micro�nance Network (PMN) in collaboration 
with Microinsurance Center (MIC), has 
undertaken this study to map the micro-insurance 
landscape in Pakistan. �is report identi�es gaps, 
opportunities, and potential next steps regarding 
the supply, demand, and regulation of 
microinsurance in Pakistan.

1.2 Objectives of the Study
�e objective of this study is to gauge the current 
state of the microinsurance sector, highlighting 
the opportunities as well as challenges that market 
infrastructure poses to the development of the 
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complexity for the providers. Gauging and 
ascertaining income levels of all policy holders is a 
costly and labor intensive exercise, especially in a 
predominantly informal economy like Pakistan, 
making it an ine�cient parameter for the 
providers.
Moreover, considering that presently none of the 
products for low-income market have been 
registered as microinsurance product under the 
aforementioned rules, from practitioner’s point of 
view, there is no commonly agreed de�nition of 
microinsurance at present in Pakistan. Each 
insurance provider o�ering products to 
low-income market segment operates by its own 
de�nition, making the exact estimation of 
microinsurance policyholders a di�cult task. 

Additionally, for the insurers currently o�ering 
microinsurance products, it represents a very small 
portion of their total gross written premium. 
Owing to small sized operations, majority of 
insurers do not have specialized departments for 
reporting and monitoring of microinsurance 
business, making any industry-wide analysis of 
microinsurance more di�cult.
Despite these de�nitional problems, it is generally 
accepted that if the program is with a 
micro�nance operator then this is considered 
microinsurance.  �ere are also a number of other 
products o�ered through branchless banking 
operators targeting low-income persons which 
can be considered in the category of 
microinsurance.

1.4 Methodology
�is study relied on primary as well as secondary 
research, employing qualitative and quantitative 
research methods. 
�e primary modes of data collection were online 
surveys, in-depth individual interviews and focus 
group discussions (FGDs). In-depth individual 
Interviews were conducted with 10 leading 
insurance providers to understand the perspective 
of supply-side of the sector. �e persons 
interviewed included CEOs, General Managers 
and other experts managing microinsurance 
portfolios of their respective organizations. 
During individual interviews with the insurance 
providers, discussion on regulatory regimen and 
policy environment around microinsurance was 
carried out along with a quantitative mapping of 
their existing products catering to low-income 
market. Key quantitative data requested included 
information on premiums received in 2013 and 
2016. Considering most of the microinsurance 
business in Pakistan is being conducted by life 
insurance companies, the scope of this study 
remains limited to that particular segment.

1.5 Study Structure
�e study is divided into the following sections:
•Chapter 2 reviews the macro and socioeconomic 

context of Pakistan
•Chapter 3 analyzes the regulatory and policy 
evolution vis-à-vis microinsurance in Pakistan, 
analyzing current supervisory environment 
•Chapter 4 describes the availability of 
microinsurance products on supply side
•Chapter 5 charts out a set of recommendations 
and the way forward
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1.1 Background
Globally, Microinsurance has been accepted and 
acknowledged as a means of managing risks faced 
by low-income households.  More often than not, 
sudden economic shocks push vulnerable families 
to take their children out of school, consume their 
savings, sell productive assets, and/or take credit at 
exorbitant rates, continuing the cycle of 
inter-generational poverty. According to the 
Access to Finance Survey (2015) Pakistan, 1 in 2 
Pakistanis (52 percent) regarded unforeseen 
medical emergencies and health problems as the 
biggest risk to their savings1. Microinsurance 
(MI), when coupled with e�ective risk prevention 
and other risk management tools like savings and 
emergency loans, can play an important role in 
helping the low-income communities protect 
their assets in case of �nancial emergencies, 
preventing them from falling further down the 
economic ladder.
Owing to the advances that Microinsurance 
industry has made around the world in last 
decade, helping millions of families through 
economic shocks, greater attention is being paid 
to this risk management tool by insurance 
companies, donor agencies and governments 
alike.
Pakistan’s MI sector, although, catering to 7.3 
million low-income policy holders2, remains in 
embryonic stage with millions left outside the 
protective ambit of quality microinsurance 
products.  �e market for microinsurance in 
Pakistan remains severely underdeveloped due to 
the lack of awareness about the potential bene�ts 
of microinsurance among households, and due to 
the lack of e�ective mechanisms and targeted 
products to provide microinsurance services, 
addressing the existing or potential demand.
In order to achieve an inclusive insurance market 
in Pakistan, substantial work needs to be done on 
multiple fronts, including but not limited to 
conducive and improved regulations, better 
products and sound operational arrangements 

between insurance companies and distribution 
channels. On the demand side, nurturing 
awareness among the micro-entrepreneurs, small 
and landless farmers, women, and low-income 
persons about the bene�ts of insurance products is 
equally important and calls for a concentrated 
e�ort.
Securities and Exchange Commission of Pakistan 
(SECP), the regulating agency of insurance 
companies in the country, is committed to 
development of microinsurance industry in 
Pakistan, providing an impetus, direction and 
structure to the microinsurance sector from 
directed policy and regulation interventions. To 
this intent, Pakistan Micro�nance Network 
(PMN) after thorough discussion with di�erent 
stakeholders and under SECP’s tutelage has 
established a “Center for Inclusive Insurance” 
with the intention of providing an impetus and 
direction to the micro-insurance sector.
�e Center’s main functions will be to spur 
innovation in product development, knowledge 
management and advocacy so as to encourage 
informed policy making, advocacy at national and 
international level as well as capacity building of 
the players.
As the �rst initiative under the umbrella of the 
Center of Inclusive Insurance, Pakistan 
Micro�nance Network (PMN) in collaboration 
with Microinsurance Center (MIC), has 
undertaken this study to map the micro-insurance 
landscape in Pakistan. �is report identi�es gaps, 
opportunities, and potential next steps regarding 
the supply, demand, and regulation of 
microinsurance in Pakistan.

1.2 Objectives of the Study
�e objective of this study is to gauge the current 
state of the microinsurance sector, highlighting 
the opportunities as well as challenges that market 
infrastructure poses to the development of the 
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2.1   Demographic and Poverty 
Profile
As per the Census 2017, Pakistan is a low-middle 
income3 country of 207 million people with 66 
percent population residing in rural areas4. With 
two thirds of Pakistan’s population under the age 
of 30, Pakistan is primarily a country of youth5. 
In 2017, Pakistan was ranked at number 73 
(riskiest) out of 173 countries in the world on the 
World Risk Index, falling under the medium to 
high risk category. However, Pakistan fell in high 
risk category for two of the 5 constituent indictors 
of the index (vulnerability and susceptibility) and 
very high risk category for another 2 constituent 
indicators (lack of coping capabilities and lack of 
adaptive capacities)6. �is necessitates a 
concentrated and collaborated e�orts by all 
industry stakeholders, for development and 
provision of appropriate risk mitigation, 

prevention and management services for those at 
the bottom of the pyramid. 

Although Pakistan has proactively attempted 
towards poverty reduction, poverty rate remains 
high with 38 percent of Pakistan’s population still 
living below the poverty line (Table 1). Income 
inequality gets steeper as we move from urban to 
rural areas where 41 percent of population is 
living below the poverty line as compared to 31 
percent of urban dwellers.
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3World Bank Classification 
4Population census, 2017 
5Pakistan Human Development Report, 2017 
6World Risk Report, 2017 

Table 1: Estimates of Vulnerability to Poverty – 2016 [Percentage of Population]

Overall

POPULATION VULNERABLE TO POVERTY

Poor Population (%) Overall (%) Poor (%) Non-Poor (%)

37.9

31.8

41.6

50.97

38.97

57.48

79.51

73.01

82.01

33.66

22.96

40.30

Urban

Rural

Source: Poverty and Vulnerability Estimation, 2016 – SDPC Study



Risk and vulnerability should be conceptualized 
as a component of poverty because traditional 
poverty measures neglect several important 
dimensions of household welfare. Assessment of 
vulnerability appraises household welfare 
incorporating both average expenditure and the 
risks that households bear. Vulnerability estimates 
show that close to 51 percent population of 
Pakistan was found out to be vulnerable to 
poverty during 2015-16. As expected, probability 
of being vulnerable to poverty in the rural areas 
was relatively higher than the vulnerability 
incidence for urban counterpart7.
�e estimated vulnerable population (50.9 
percent) can be considered potential market for 
microinsurance. However, it should be noted that 
Microinsurance does not make for an e�cient 
risk management tool for those living below the 
poverty line, as they might not be able to a�ord 
the said products. For those at the base of the 
pyramid, safety net programs are considered a 
better strategy while non-poor vulnerable 
population may best be served through 
microinsurance schemes. 

2.2 Macro-economic Situation
During the last �ve years, Pakistan has 
experienced stable �scal progress albeit some 
hiccups, reversing the economic stagnation of the 
preceding �ve year (2008-2013) period when 
global �nancial crash, torrential rains and �oods 
and vacillating security situation took a toll on 
Pakistan’s macroeconomic indicators, hitting the 
poorest and most vulnerable the hardest. 
Pakistan’s GDP trends depict a slow but steady 
growth (please refer to Table 2), with GDP per 
capita increasing from USD 4447.9 in FY 2012 to 
USD 5235.4 in FY 2016. In�ation rates also went 
down from 5.96 percent in 2012 to 0.5 in 20168. 
However, despite the positive developments, 
balance of payments remains unfavorable with a 
widening �scal de�cit9, owing to excessive foreign 
borrowing and a decrease in exports.
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7Poverty and Vulnerability Estimation, 2016  
8World Bank Database 
9Pakistan Economic Survey, 2017-2018 – Ministry of Finance
 

Table 2: Key Macroeconomic Indicators for Pakistan (FY2012 - FY2017)

Real GDP growth 

FY2017FY2016FY2015FY2014FY2012 FY2013

6.5

3.4 -

-

-0.5

4.6

5235.4

2.6

4.1

5.3

5000.2

2.5

7.4

5.5

4820.7

2.2

6.9

8.2

4619.7

2.2

6.9

8.2

4619.7

%

%

%

USDGDP per capita (PPP adjusted)

Inflation rate (GDP deflator)

Fiscal deficit to GDP 

Source: Poverty and Vulnerability Estimation, 2016 – SDPC Study
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10 Microwatch, Q1-2018
11 Population Census 2017, Pakistan Bureau of Statistics
12 Pakistan Economic Survey 2017-2018, Ministry of Finance 
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2.3 Security Situation
During the last two decades, Pakistan’s economy 
was adversely a�ected owing to deteriorating 
security situation considering various 
sociopolitical challenges on internal and external 
fronts. While the security situation has improved 
in last �ve years, legacy of the ‘War on Terror’ has
lasted in the form of damaged infrastructure, loss 
of life and burden of internally displaced persons 
as well as millions of Afghan refugees, still 
contributing towards economic and social 
volatility in the country.  
Anxiety around the security situation proved to be 
a setback for the �nancial sector of Pakistan, 
especially hampering the access to �nance for 
millions of underserved and vulnerable 
communities.  Balochistan and FATA have faced 
the most debilitating e�ects of aggravated security 
situation with majority of MFPs wrapping their 
operations from these provinces. According to 

latest numbers, there are 20 branches each of 
MFPs operating in Balochistan and FATA10. 
However, sparse coverage of these provinces 
cannot solely be attributed to security situation. 
Geographically tough terrain and lack of basic 
infrastructure as well as religious and cultural 
conservatism are a few other factors, making these 
provinces di�cult to operate in.

2.4   Composition of Economy by 
Sectors
Pakistan remains a primarily agrarian economy, 
with 42 percent of the work force engaged in 
agriculture and livestock production. 
�e table below summarizes the proportion of 
GDP and employment share for the three major 
sectors of the economy.

2.4.1 Agriculture

Considering that 66 percent of Pakistan’s 
population still lives in rural area11, agricultural 
sector in Pakistan continues to play a vital role in 
the economy by contributing to a signi�cant 
proportion of work force (42 percent) and GDP 
(24 percent). Cotton, Sugarcane, rice and wheat 
are the main products with majority of 

agricultural activity concentrated in Punjab 
province. 
Agriculture sector yielded a notable growth of 
3.81 percent in year 2017 - an improvement 
which can be attributed to expansion in credit for 
the agriculture sector along with conducive 
market conditions like provision of better quality 
seeds and timely availability of agricultural inputs 
including fertilizer, and pesticides12.
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Table 3: Economy composition by sectors 

Source: World Development Indicators Database

�is chapter summarizes the current regulatory 
framework relevant to microinsurance in 
Pakistan, analyzing the implications of the current 
regulatory context for the development of 
inclusive microinsurance markets in the country.

3.1   Institutional Landscape 

Securities and Exchange Commission of Pakistan 
(SECP) is the apex regulatory and supervisory 
body for the insurance industry in Pakistan. 
Created under the Securities and Exchange 
Commission Act, 1997, SECP is tasked with the 
supervision of capital markets, non-banking 
�nancial sector, private pensions and insurance 
companies. SECP regulates the insurance 
industry through a specialized insurance division, 
guided by the Insurance Ordinance 2000 and 
Companies Ordinance, 1984. 
Other than SECP, Ministry of Commerce 
(MoC) also performs a supervisory role for the 
insurance sector in limited capacity. MoC has an 
assigned ownership role in the state owned 
insurers, i.e. State Life Insurance Corporation 
(SLIC), National Insurance Company Limited 
(NICL) and Pakistan Reinsurance Company 
Limited (PRCL) and has the in�uencing power 
on government’s insurance speci�c policies21.
 3.2   National Financial Inclusion 
Strategy
Despite having a thriving �nancial sector, 
Pakistan, in comparison to its global and regional 
counterparts, lags behind in access to �nance to 
the masses. 
To drive the agenda of �nancial inclusion 
forward, State Bank of Pakistan envisaged 
National Financial Inclusion Strategy (NFIS) in 

2015, after a collaborative process with the rest of 
the industry stakeholders. �e strategy aims to 
increase the access to formal �nancial services up 
to 50 percent of adult population by Year 2020. 
Insurance has been deemed a priority area under 
the NFIS and a designated technical committee 
for insurance has been established at the NFIS 
secretariat with the objective to drive the sector 
towards a more inclusive and responsible culture, 
especially towards the low-income strata of 
society. 
To propel the insurance industry forward, NFIS 
has proposed following measures in its action 
plan;
1. Reforming the insurance laws/regulations as 
necessary, reenergizing the public insurance 
companies, corporatizing and formalizing Postal 
Life Insurance
2. Introducing an equitable and fair taxation 
regime after negotiation with SECP, Ministry of 
Commerce (MoC) and Ministry of Finance 
(MoF)
3. Strengthening minimum capital requirements 
for insurance companies 
4.  Running nationwide awareness program 
highlighting the role and importance of various 
�nancial products including insurance

3.3   Laws and Regulations 

�e Insurance Ordinance, 2000 is the primary 
insurance law in Pakistan, regulating all insurance 
activities. �e law sets out provisions de�ning 
insurance, statutory funds, roles and 
responsibilities of actuaries, solvency 
requirements, audit requirements, market 
conduct, o�enses and penalties, reinsurance 
arrangements among others. 

Sector

Agriculture

Industry

Services

Share of GDP (%) Share in Employment (%) 

24.6

19.4

56

42.3

23.6

34

In addition to aforementioned legislation, SECP 
periodically circulates and promulgates rules and 
guidelines for the insurance sector. While rules 
are mandatory, guidelines tend to be informative 
rather than prescriptive. �e process of 
introducing new rules and regulations is tedious 
with �nal approval needed from SEC Policy 
Board.  

Since taking over the insurance sector, SECP has 
greatly advanced the regulatory regime around 
insurance, introducing a series of insurance 
reforms/regulations, latest of them being; 



13 Pakistan Economic Survey 2017-2018
14 Pakistan Economic Survey, 2017-2018
15 Annual Labor Force Survey, 2014-2015
16 Pakistan Economic Survey, 2017-2018
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2.4.2 Service Sector

Pakistan’s service sector accounts for more than 
half (56 percent) of country’s GDP while being 
the second largest employer. Majority of GDP 
output can be attributed to transportation, 
wholesale/trade, storage and communication 
sectors while public administration and armed 
forces contributing more towards employment 
opportunities. �e performance of services sector 
witnessed a stable growth of 6.43 percent in last 
two years13. 

2.4.3   Manufacturing

Manufacturing sector in Pakistan lags behind 
contributing 19 percent towards GDP in value 
while employing almost a quarter of total 
workforce (23.4 percent) of Pakistan. Industrial 
sector in Pakistan, especially textile industry, 
su�ered setback during last decade owing to 
energy crisis. However, the sector has shown 
positive trends in last year by 5.8 percent, with 
electronics industry depicting highest growth at 
38.7 percent followed by iron & steel and 
automobile industry. 
Other important areas of manufacturing sector 
includes agro-based industries (including sugar 
industry and grain milling industry) which 
accounts for 38 percent of manufacturing14.

2.5 Literacy and Education Levels
While literacy statistics in Pakistan have 
improved, slowly yet steadily, over last couple of 
decades, levels of literacy remain mired with 
gender and geographical disparities. While overall 
literacy rate in Pakistan comes out to be 60.7 
percent, literacy among females lags behind with 
49.6 percent as opposed to 71.6 percent among 
males. Ratios become even more skewed when 
comparing literacy level between urban (76 
percent) and rural population (51.9 percent)15. 
As per Labor Force Survey 2015, only 5.5 percent 
of total labor force had a degree higher than 
intermediate (males: 6.4 percent; females: 4.6) 
percent.

2.6   Financial Services Sector
Led by the State Bank of Pakistan and guided by 
a comprehensive National Financial Inclusion 
Strategy (NFIS) Pakistan boasts a robust �nancial 
sector comprising of scheduled banks, 
Development Financial Institutions (DFIs), 
insurance companies, modarba/leasing companies 
and micro�nance providers.  In 2017, �nance and 
insurance sector contributed approximately 3.37 
towards GDP, depicting a signi�cant growth of 
10.77 percent as compared to that of 6.12 percent 
in FY201616. While the banking industry remains 
at the forefront of �nancial sector, over the last 
few years non-banking �nancial institutions and 
insurance companies have also carved a niche in 
the sector for themselves. 
Despite a thriving �nancial sector, access to 
�nance for the underserved and low-income 
strata of society remains far from ideal. According 
to the Access to Finance Survey, 2015, 53 percent 
of adult populations still remains �nancially 
excluded with additional 24 percent of population 
relying on informal �nancial services to meet their 
needs.  While the percentage of banked women 
increased from 4 percent in 2008 to 11 percent in 
2015, they remain one of the least formally 
included segments of society along with students 
and unskilled laborers.

2.6.1 Banking Sector

For the last two decades, banking sector in 
Pakistan has pioneered and adopted innovation 
under the leadership of State Bank of Pakistan 
with robust regulatory environment and cutting 
edge infrastructure. �ere have been a large 
number of signi�cant milestones vis-à-vis the 
banking sector in Pakistan; including 
introduction of a regulatory framework for 
Micro�nance banks, establishment of an 
electronic credit information bureau (e-CIB), 
creation of Pakistan Interbank Settlement System 
(PRISM), introduction of Branchless Banking 
Regulations and interbank card payment system 
to name a few.  
However, last few years saw a decline in private 
sector lending especially to the small and medium 
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enterprises, owing to excessive public borrowing, 
undermining the sound growth of private sector 
as well as domestic market-based capital raising 
structures in Pakistan, a trend which is now being 
addressed under the NFIS.

2.6.2   Microfinance Sector

Pakistan’s micro�nance sector has grown by leaps 
and bounds considerably over the past decade 
owing to enabling regulatory and policy 
environment as enshrined in the Micro�nance 
Ordinance 2001 and Non-Bank Micro�nance 
Companies Regulations 2015. Currently the 
sector consists of two major peer groups; 
Micro�nance Banks, regulated by the State Bank 
of Pakistan and Non-Bank Micro�nance 
Companies (NBMFCs), regulated by the SECP. 
In addition to robust regulatory regimes, last few 
years saw mega-industry initiatives which have 
greatly smoothed out the industry’s road to rapid 
expansion, including roll-out of micro�nance 
credit information bureau (MF-CIB), creation of 
Pakistan Micro�nance Investment Company 
(PMIC) and introduction of improved 
parameters in client protection and social 
performance. 
As of December 2017, the total number of MFP 
branches across the country stood at 3,673 serving 
5.8 million active borrowers in 106 districts. �e 
Industry’s Gross Loan Portfolio (GLP) has 
reached PKR. 202 million. In terms of Savings, 
total number of savers reached 30.9 million with 
net value of savings at PKR. 186 million. 
Microinsurance sector, however, lags behind with 
only 7.3 million policy holders as of December 
2017.

2.6.3   Branchless Banking

One of the features that sets Pakistan’s 
micro�nance industry apart is its appetite for 
innovation and introduction of new technology 
for smoother, faster and better operational 
management. Re�ecting this tendency, Pakistan is 
one of the fastest developing markets for 
branchless banking (BB) in the world against a 
backdrop of approximately 140 million mobile 

phone customers all over Pakistan.  By the end of 
Q4, 2017, total number of BB accounts reached 
37.3 million with 4:1 male female ratio. While 
roughly half of the BB accounts were found out to 
be active, BB deposits grew by 87 percent to reach 
at PKR. 21 billion and on average 1.9 million 
transactions17 were carried out per day during the 
said quarter. 
Growth in BB, posits tremendous opportunities 
for furthering �nancial inclusion in general and 
microinsurance penetration in particular in 
Pakistan, as it has the potential to solve the 
distribution channel dilemma. 

2.6.4   Insurance Sector

Insurance sector in Pakistan has progressed 
considerably in the last �ve years, growing at an 
average of 13 percent annually, with the indus-
try’s gross written premium at PKR 265 billion 
and total assets at PKR 1,165 billion at the end 
of FY 201618.
Insurance penetration in Pakistan remains low at 
0.91 percent at the end of FY2016, despite a 
steady increase in the last �ve years (Figure 1)19, a 
trend which can be attributed to a narrow 
customer base.
Currently there are 41 non-life insurance 
(including 3 general takaful providers) and 9 life 
insurance companies (including two family 
takaful providers) operating in the country. 
Insurance sector in Pakistan is operating under a 
liberal regime with 100 percent foreign ownership 
and control allowed. Capital requirements by the 
regulator are also considered fairly lenient (PKR. 
700 million for life insurers and PKR. 500 million 
for non-life insurers)20.

�is chapter summarizes the current regulatory 
framework relevant to microinsurance in 
Pakistan, analyzing the implications of the current 
regulatory context for the development of 
inclusive microinsurance markets in the country.

3.1   Institutional Landscape 

Securities and Exchange Commission of Pakistan 
(SECP) is the apex regulatory and supervisory 
body for the insurance industry in Pakistan. 
Created under the Securities and Exchange 
Commission Act, 1997, SECP is tasked with the 
supervision of capital markets, non-banking 
�nancial sector, private pensions and insurance 
companies. SECP regulates the insurance 
industry through a specialized insurance division, 
guided by the Insurance Ordinance 2000 and 
Companies Ordinance, 1984. 
Other than SECP, Ministry of Commerce 
(MoC) also performs a supervisory role for the 
insurance sector in limited capacity. MoC has an 
assigned ownership role in the state owned 
insurers, i.e. State Life Insurance Corporation 
(SLIC), National Insurance Company Limited 
(NICL) and Pakistan Reinsurance Company 
Limited (PRCL) and has the in�uencing power 
on government’s insurance speci�c policies21.
 3.2   National Financial Inclusion 
Strategy
Despite having a thriving �nancial sector, 
Pakistan, in comparison to its global and regional 
counterparts, lags behind in access to �nance to 
the masses. 
To drive the agenda of �nancial inclusion 
forward, State Bank of Pakistan envisaged 
National Financial Inclusion Strategy (NFIS) in 

2015, after a collaborative process with the rest of 
the industry stakeholders. �e strategy aims to 
increase the access to formal �nancial services up 
to 50 percent of adult population by Year 2020. 
Insurance has been deemed a priority area under 
the NFIS and a designated technical committee 
for insurance has been established at the NFIS 
secretariat with the objective to drive the sector 
towards a more inclusive and responsible culture, 
especially towards the low-income strata of 
society. 
To propel the insurance industry forward, NFIS 
has proposed following measures in its action 
plan;
1. Reforming the insurance laws/regulations as 
necessary, reenergizing the public insurance 
companies, corporatizing and formalizing Postal 
Life Insurance
2. Introducing an equitable and fair taxation 
regime after negotiation with SECP, Ministry of 
Commerce (MoC) and Ministry of Finance 
(MoF)
3. Strengthening minimum capital requirements 
for insurance companies 
4.  Running nationwide awareness program 
highlighting the role and importance of various 
�nancial products including insurance

3.3   Laws and Regulations 

�e Insurance Ordinance, 2000 is the primary 
insurance law in Pakistan, regulating all insurance 
activities. �e law sets out provisions de�ning 
insurance, statutory funds, roles and 
responsibilities of actuaries, solvency 
requirements, audit requirements, market 
conduct, o�enses and penalties, reinsurance 
arrangements among others. 

In addition to aforementioned legislation, SECP 
periodically circulates and promulgates rules and 
guidelines for the insurance sector. While rules 
are mandatory, guidelines tend to be informative 
rather than prescriptive. �e process of 
introducing new rules and regulations is tedious 
with �nal approval needed from SEC Policy 
Board.  

Since taking over the insurance sector, SECP has 
greatly advanced the regulatory regime around 
insurance, introducing a series of insurance 
reforms/regulations, latest of them being; 
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2.4.2 Service Sector

Pakistan’s service sector accounts for more than 
half (56 percent) of country’s GDP while being 
the second largest employer. Majority of GDP 
output can be attributed to transportation, 
wholesale/trade, storage and communication 
sectors while public administration and armed 
forces contributing more towards employment 
opportunities. �e performance of services sector 
witnessed a stable growth of 6.43 percent in last 
two years13. 

2.4.3   Manufacturing

Manufacturing sector in Pakistan lags behind 
contributing 19 percent towards GDP in value 
while employing almost a quarter of total 
workforce (23.4 percent) of Pakistan. Industrial 
sector in Pakistan, especially textile industry, 
su�ered setback during last decade owing to 
energy crisis. However, the sector has shown 
positive trends in last year by 5.8 percent, with 
electronics industry depicting highest growth at 
38.7 percent followed by iron & steel and 
automobile industry. 
Other important areas of manufacturing sector 
includes agro-based industries (including sugar 
industry and grain milling industry) which 
accounts for 38 percent of manufacturing14.

2.5 Literacy and Education Levels
While literacy statistics in Pakistan have 
improved, slowly yet steadily, over last couple of 
decades, levels of literacy remain mired with 
gender and geographical disparities. While overall 
literacy rate in Pakistan comes out to be 60.7 
percent, literacy among females lags behind with 
49.6 percent as opposed to 71.6 percent among 
males. Ratios become even more skewed when 
comparing literacy level between urban (76 
percent) and rural population (51.9 percent)15. 
As per Labor Force Survey 2015, only 5.5 percent 
of total labor force had a degree higher than 
intermediate (males: 6.4 percent; females: 4.6) 
percent.

2.6   Financial Services Sector
Led by the State Bank of Pakistan and guided by 
a comprehensive National Financial Inclusion 
Strategy (NFIS) Pakistan boasts a robust �nancial 
sector comprising of scheduled banks, 
Development Financial Institutions (DFIs), 
insurance companies, modarba/leasing companies 
and micro�nance providers.  In 2017, �nance and 
insurance sector contributed approximately 3.37 
towards GDP, depicting a signi�cant growth of 
10.77 percent as compared to that of 6.12 percent 
in FY201616. While the banking industry remains 
at the forefront of �nancial sector, over the last 
few years non-banking �nancial institutions and 
insurance companies have also carved a niche in 
the sector for themselves. 
Despite a thriving �nancial sector, access to 
�nance for the underserved and low-income 
strata of society remains far from ideal. According 
to the Access to Finance Survey, 2015, 53 percent 
of adult populations still remains �nancially 
excluded with additional 24 percent of population 
relying on informal �nancial services to meet their 
needs.  While the percentage of banked women 
increased from 4 percent in 2008 to 11 percent in 
2015, they remain one of the least formally 
included segments of society along with students 
and unskilled laborers.

2.6.1 Banking Sector

For the last two decades, banking sector in 
Pakistan has pioneered and adopted innovation 
under the leadership of State Bank of Pakistan 
with robust regulatory environment and cutting 
edge infrastructure. �ere have been a large 
number of signi�cant milestones vis-à-vis the 
banking sector in Pakistan; including 
introduction of a regulatory framework for 
Micro�nance banks, establishment of an 
electronic credit information bureau (e-CIB), 
creation of Pakistan Interbank Settlement System 
(PRISM), introduction of Branchless Banking 
Regulations and interbank card payment system 
to name a few.  
However, last few years saw a decline in private 
sector lending especially to the small and medium 

enterprises, owing to excessive public borrowing, 
undermining the sound growth of private sector 
as well as domestic market-based capital raising 
structures in Pakistan, a trend which is now being 
addressed under the NFIS.

2.6.2   Microfinance Sector

Pakistan’s micro�nance sector has grown by leaps 
and bounds considerably over the past decade 
owing to enabling regulatory and policy 
environment as enshrined in the Micro�nance 
Ordinance 2001 and Non-Bank Micro�nance 
Companies Regulations 2015. Currently the 
sector consists of two major peer groups; 
Micro�nance Banks, regulated by the State Bank 
of Pakistan and Non-Bank Micro�nance 
Companies (NBMFCs), regulated by the SECP. 
In addition to robust regulatory regimes, last few 
years saw mega-industry initiatives which have 
greatly smoothed out the industry’s road to rapid 
expansion, including roll-out of micro�nance 
credit information bureau (MF-CIB), creation of 
Pakistan Micro�nance Investment Company 
(PMIC) and introduction of improved 
parameters in client protection and social 
performance. 
As of December 2017, the total number of MFP 
branches across the country stood at 3,673 serving 
5.8 million active borrowers in 106 districts. �e 
Industry’s Gross Loan Portfolio (GLP) has 
reached PKR. 202 million. In terms of Savings, 
total number of savers reached 30.9 million with 
net value of savings at PKR. 186 million. 
Microinsurance sector, however, lags behind with 
only 7.3 million policy holders as of December 
2017.

2.6.3   Branchless Banking

One of the features that sets Pakistan’s 
micro�nance industry apart is its appetite for 
innovation and introduction of new technology 
for smoother, faster and better operational 
management. Re�ecting this tendency, Pakistan is 
one of the fastest developing markets for 
branchless banking (BB) in the world against a 
backdrop of approximately 140 million mobile 

phone customers all over Pakistan.  By the end of 
Q4, 2017, total number of BB accounts reached 
37.3 million with 4:1 male female ratio. While 
roughly half of the BB accounts were found out to 
be active, BB deposits grew by 87 percent to reach 
at PKR. 21 billion and on average 1.9 million 
transactions17 were carried out per day during the 
said quarter. 
Growth in BB, posits tremendous opportunities 
for furthering �nancial inclusion in general and 
microinsurance penetration in particular in 
Pakistan, as it has the potential to solve the 
distribution channel dilemma. 

2.6.4   Insurance Sector

Insurance sector in Pakistan has progressed 
considerably in the last �ve years, growing at an 
average of 13 percent annually, with the indus-
try’s gross written premium at PKR 265 billion 
and total assets at PKR 1,165 billion at the end 
of FY 201618.
Insurance penetration in Pakistan remains low at 
0.91 percent at the end of FY2016, despite a 
steady increase in the last �ve years (Figure 1)19, a 
trend which can be attributed to a narrow 
customer base.
Currently there are 41 non-life insurance 
(including 3 general takaful providers) and 9 life 
insurance companies (including two family 
takaful providers) operating in the country. 
Insurance sector in Pakistan is operating under a 
liberal regime with 100 percent foreign ownership 
and control allowed. Capital requirements by the 
regulator are also considered fairly lenient (PKR. 
700 million for life insurers and PKR. 500 million 
for non-life insurers)20.
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�is chapter summarizes the current regulatory 
framework relevant to microinsurance in 
Pakistan, analyzing the implications of the current 
regulatory context for the development of 
inclusive microinsurance markets in the country.

3.1   Institutional Landscape 

Securities and Exchange Commission of Pakistan 
(SECP) is the apex regulatory and supervisory 
body for the insurance industry in Pakistan. 
Created under the Securities and Exchange 
Commission Act, 1997, SECP is tasked with the 
supervision of capital markets, non-banking 
�nancial sector, private pensions and insurance 
companies. SECP regulates the insurance 
industry through a specialized insurance division, 
guided by the Insurance Ordinance 2000 and 
Companies Ordinance, 1984. 
Other than SECP, Ministry of Commerce 
(MoC) also performs a supervisory role for the 
insurance sector in limited capacity. MoC has an 
assigned ownership role in the state owned 
insurers, i.e. State Life Insurance Corporation 
(SLIC), National Insurance Company Limited 
(NICL) and Pakistan Reinsurance Company 
Limited (PRCL) and has the in�uencing power 
on government’s insurance speci�c policies21.
 3.2   National Financial Inclusion 
Strategy
Despite having a thriving �nancial sector, 
Pakistan, in comparison to its global and regional 
counterparts, lags behind in access to �nance to 
the masses. 
To drive the agenda of �nancial inclusion 
forward, State Bank of Pakistan envisaged 
National Financial Inclusion Strategy (NFIS) in 

2015, after a collaborative process with the rest of 
the industry stakeholders. �e strategy aims to 
increase the access to formal �nancial services up 
to 50 percent of adult population by Year 2020. 
Insurance has been deemed a priority area under 
the NFIS and a designated technical committee 
for insurance has been established at the NFIS 
secretariat with the objective to drive the sector 
towards a more inclusive and responsible culture, 
especially towards the low-income strata of 
society. 
To propel the insurance industry forward, NFIS 
has proposed following measures in its action 
plan;
1. Reforming the insurance laws/regulations as 
necessary, reenergizing the public insurance 
companies, corporatizing and formalizing Postal 
Life Insurance
2. Introducing an equitable and fair taxation 
regime after negotiation with SECP, Ministry of 
Commerce (MoC) and Ministry of Finance 
(MoF)
3. Strengthening minimum capital requirements 
for insurance companies 
4.  Running nationwide awareness program 
highlighting the role and importance of various 
�nancial products including insurance

3.3   Laws and Regulations 

�e Insurance Ordinance, 2000 is the primary 
insurance law in Pakistan, regulating all insurance 
activities. �e law sets out provisions de�ning 
insurance, statutory funds, roles and 
responsibilities of actuaries, solvency 
requirements, audit requirements, market 
conduct, o�enses and penalties, reinsurance 
arrangements among others. 

In addition to aforementioned legislation, SECP 
periodically circulates and promulgates rules and 
guidelines for the insurance sector. While rules 
are mandatory, guidelines tend to be informative 
rather than prescriptive. �e process of 
introducing new rules and regulations is tedious 
with �nal approval needed from SEC Policy 
Board.  

Since taking over the insurance sector, SECP has 
greatly advanced the regulatory regime around 
insurance, introducing a series of insurance 
reforms/regulations, latest of them being; 
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Executive Summary 

Figure 1: Insurance Penetration in Pakistan

Source: SECP Annual Report 2017

�is chapter summarizes the current regulatory 
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necessary, reenergizing the public insurance 
companies, corporatizing and formalizing Postal 
Life Insurance
2. Introducing an equitable and fair taxation 
regime after negotiation with SECP, Ministry of 
Commerce (MoC) and Ministry of Finance 
(MoF)
3. Strengthening minimum capital requirements 
for insurance companies 
4.  Running nationwide awareness program 
highlighting the role and importance of various 
�nancial products including insurance

3.3   Laws and Regulations 

�e Insurance Ordinance, 2000 is the primary 
insurance law in Pakistan, regulating all insurance 
activities. �e law sets out provisions de�ning 
insurance, statutory funds, roles and 
responsibilities of actuaries, solvency 
requirements, audit requirements, market 
conduct, o�enses and penalties, reinsurance 
arrangements among others. 
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In addition to aforementioned legislation, SECP 
periodically circulates and promulgates rules and 
guidelines for the insurance sector. While rules 
are mandatory, guidelines tend to be informative 
rather than prescriptive. �e process of 
introducing new rules and regulations is tedious 
with �nal approval needed from SEC Policy 
Board.  

Since taking over the insurance sector, SECP has 
greatly advanced the regulatory regime around 
insurance, introducing a series of insurance 
reforms/regulations, latest of them being; 
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�is chapter summarizes the current regulatory 
framework relevant to microinsurance in 
Pakistan, analyzing the implications of the current 
regulatory context for the development of 
inclusive microinsurance markets in the country.

3.1   Institutional Landscape 

Securities and Exchange Commission of Pakistan 
(SECP) is the apex regulatory and supervisory 
body for the insurance industry in Pakistan. 
Created under the Securities and Exchange 
Commission Act, 1997, SECP is tasked with the 
supervision of capital markets, non-banking 
�nancial sector, private pensions and insurance 
companies. SECP regulates the insurance 
industry through a specialized insurance division, 
guided by the Insurance Ordinance 2000 and 
Companies Ordinance, 1984. 
Other than SECP, Ministry of Commerce 
(MoC) also performs a supervisory role for the 
insurance sector in limited capacity. MoC has an 
assigned ownership role in the state owned 
insurers, i.e. State Life Insurance Corporation 
(SLIC), National Insurance Company Limited 
(NICL) and Pakistan Reinsurance Company 
Limited (PRCL) and has the in�uencing power 
on government’s insurance speci�c policies21.
 3.2   National Financial Inclusion 
Strategy
Despite having a thriving �nancial sector, 
Pakistan, in comparison to its global and regional 
counterparts, lags behind in access to �nance to 
the masses. 
To drive the agenda of �nancial inclusion 
forward, State Bank of Pakistan envisaged 
National Financial Inclusion Strategy (NFIS) in 

2015, after a collaborative process with the rest of 
the industry stakeholders. �e strategy aims to 
increase the access to formal �nancial services up 
to 50 percent of adult population by Year 2020. 
Insurance has been deemed a priority area under 
the NFIS and a designated technical committee 
for insurance has been established at the NFIS 
secretariat with the objective to drive the sector 
towards a more inclusive and responsible culture, 
especially towards the low-income strata of 
society. 
To propel the insurance industry forward, NFIS 
has proposed following measures in its action 
plan;
1. Reforming the insurance laws/regulations as 
necessary, reenergizing the public insurance 
companies, corporatizing and formalizing Postal 
Life Insurance
2. Introducing an equitable and fair taxation 
regime after negotiation with SECP, Ministry of 
Commerce (MoC) and Ministry of Finance 
(MoF)
3. Strengthening minimum capital requirements 
for insurance companies 
4.  Running nationwide awareness program 
highlighting the role and importance of various 
�nancial products including insurance

3.3   Laws and Regulations 

�e Insurance Ordinance, 2000 is the primary 
insurance law in Pakistan, regulating all insurance 
activities. �e law sets out provisions de�ning 
insurance, statutory funds, roles and 
responsibilities of actuaries, solvency 
requirements, audit requirements, market 
conduct, o�enses and penalties, reinsurance 
arrangements among others. 

3.1
3.2
3.3
3.3.1
3.3.2

Institutional Landscape
National Financial Inclusion Strategy
Laws and regulations
Microinsurance Rules, 2014 
Insurance Bill

In addition to aforementioned legislation, SECP 
periodically circulates and promulgates rules and 
guidelines for the insurance sector. While rules 
are mandatory, guidelines tend to be informative 
rather than prescriptive. �e process of 
introducing new rules and regulations is tedious 
with �nal approval needed from SEC Policy 
Board.  

Since taking over the insurance sector, SECP has 
greatly advanced the regulatory regime around 
insurance, introducing a series of insurance 
reforms/regulations, latest of them being; 
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�is chapter summarizes the current regulatory 
framework relevant to microinsurance in 
Pakistan, analyzing the implications of the current 
regulatory context for the development of 
inclusive microinsurance markets in the country.

3.1   Institutional Landscape 

Securities and Exchange Commission of Pakistan 
(SECP) is the apex regulatory and supervisory 
body for the insurance industry in Pakistan. 
Created under the Securities and Exchange 
Commission Act, 1997, SECP is tasked with the 
supervision of capital markets, non-banking 
�nancial sector, private pensions and insurance 
companies. SECP regulates the insurance 
industry through a specialized insurance division, 
guided by the Insurance Ordinance 2000 and 
Companies Ordinance, 1984. 
Other than SECP, Ministry of Commerce 
(MoC) also performs a supervisory role for the 
insurance sector in limited capacity. MoC has an 
assigned ownership role in the state owned 
insurers, i.e. State Life Insurance Corporation 
(SLIC), National Insurance Company Limited 
(NICL) and Pakistan Reinsurance Company 
Limited (PRCL) and has the in�uencing power 
on government’s insurance speci�c policies21.
 3.2   National Financial Inclusion 
Strategy
Despite having a thriving �nancial sector, 
Pakistan, in comparison to its global and regional 
counterparts, lags behind in access to �nance to 
the masses. 
To drive the agenda of �nancial inclusion 
forward, State Bank of Pakistan envisaged 
National Financial Inclusion Strategy (NFIS) in 

2015, after a collaborative process with the rest of 
the industry stakeholders. �e strategy aims to 
increase the access to formal �nancial services up 
to 50 percent of adult population by Year 2020. 
Insurance has been deemed a priority area under 
the NFIS and a designated technical committee 
for insurance has been established at the NFIS 
secretariat with the objective to drive the sector 
towards a more inclusive and responsible culture, 
especially towards the low-income strata of 
society. 
To propel the insurance industry forward, NFIS 
has proposed following measures in its action 
plan;
1. Reforming the insurance laws/regulations as 
necessary, reenergizing the public insurance 
companies, corporatizing and formalizing Postal 
Life Insurance
2. Introducing an equitable and fair taxation 
regime after negotiation with SECP, Ministry of 
Commerce (MoC) and Ministry of Finance 
(MoF)
3. Strengthening minimum capital requirements 
for insurance companies 
4.  Running nationwide awareness program 
highlighting the role and importance of various 
�nancial products including insurance

3.3   Laws and Regulations 

�e Insurance Ordinance, 2000 is the primary 
insurance law in Pakistan, regulating all insurance 
activities. �e law sets out provisions de�ning 
insurance, statutory funds, roles and 
responsibilities of actuaries, solvency 
requirements, audit requirements, market 
conduct, o�enses and penalties, reinsurance 
arrangements among others. 
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In addition to aforementioned legislation, SECP 
periodically circulates and promulgates rules and 
guidelines for the insurance sector. While rules 
are mandatory, guidelines tend to be informative 
rather than prescriptive. �e process of 
introducing new rules and regulations is tedious 
with �nal approval needed from SEC Policy 
Board.  

Since taking over the insurance sector, SECP has 
greatly advanced the regulatory regime around 
insurance, introducing a series of insurance 
reforms/regulations, latest of them being; 



Figure 2: Insurance Rules and Regulations Timeline

�is chapter summarizes the current regulatory 
framework relevant to microinsurance in 
Pakistan, analyzing the implications of the current 
regulatory context for the development of 
inclusive microinsurance markets in the country.

3.1   Institutional Landscape 

Securities and Exchange Commission of Pakistan 
(SECP) is the apex regulatory and supervisory 
body for the insurance industry in Pakistan. 
Created under the Securities and Exchange 
Commission Act, 1997, SECP is tasked with the 
supervision of capital markets, non-banking 
�nancial sector, private pensions and insurance 
companies. SECP regulates the insurance 
industry through a specialized insurance division, 
guided by the Insurance Ordinance 2000 and 
Companies Ordinance, 1984. 
Other than SECP, Ministry of Commerce 
(MoC) also performs a supervisory role for the 
insurance sector in limited capacity. MoC has an 
assigned ownership role in the state owned 
insurers, i.e. State Life Insurance Corporation 
(SLIC), National Insurance Company Limited 
(NICL) and Pakistan Reinsurance Company 
Limited (PRCL) and has the in�uencing power 
on government’s insurance speci�c policies21.
 3.2   National Financial Inclusion 
Strategy
Despite having a thriving �nancial sector, 
Pakistan, in comparison to its global and regional 
counterparts, lags behind in access to �nance to 
the masses. 
To drive the agenda of �nancial inclusion 
forward, State Bank of Pakistan envisaged 
National Financial Inclusion Strategy (NFIS) in 

2015, after a collaborative process with the rest of 
the industry stakeholders. �e strategy aims to 
increase the access to formal �nancial services up 
to 50 percent of adult population by Year 2020. 
Insurance has been deemed a priority area under 
the NFIS and a designated technical committee 
for insurance has been established at the NFIS 
secretariat with the objective to drive the sector 
towards a more inclusive and responsible culture, 
especially towards the low-income strata of 
society. 
To propel the insurance industry forward, NFIS 
has proposed following measures in its action 
plan;
1. Reforming the insurance laws/regulations as 
necessary, reenergizing the public insurance 
companies, corporatizing and formalizing Postal 
Life Insurance
2. Introducing an equitable and fair taxation 
regime after negotiation with SECP, Ministry of 
Commerce (MoC) and Ministry of Finance 
(MoF)
3. Strengthening minimum capital requirements 
for insurance companies 
4.  Running nationwide awareness program 
highlighting the role and importance of various 
�nancial products including insurance

3.3   Laws and Regulations 

�e Insurance Ordinance, 2000 is the primary 
insurance law in Pakistan, regulating all insurance 
activities. �e law sets out provisions de�ning 
insurance, statutory funds, roles and 
responsibilities of actuaries, solvency 
requirements, audit requirements, market 
conduct, o�enses and penalties, reinsurance 
arrangements among others. 

In addition to aforementioned legislation, SECP 
periodically circulates and promulgates rules and 
guidelines for the insurance sector. While rules 
are mandatory, guidelines tend to be informative 
rather than prescriptive. �e process of 
introducing new rules and regulations is tedious 
with �nal approval needed from SEC Policy 
Board.  

Since taking over the insurance sector, SECP has 
greatly advanced the regulatory regime around 
insurance, introducing a series of insurance 
reforms/regulations, latest of them being; 

3.3.1    Microinsurance Rules, 2014
 
While previously regulated under the Insurance 
Ordinance, 2000, SECP introduced speci�c 
regulatory framework for microinsurance business 
in February, 2014 after a collaborative process 
with major industry stakeholders including 
Insurance Association of Pakistan (IAP), Pakistan 
Micro�nance Network (PMN), Pakistan Poverty 
Alleviation Fund (PPAF), State Bank of Pakistan, 
MFPs and donor agencies. 
�ese rules prescribe the code of conduct for 
carrying out insurance business with low-income 
clientele whilst keeping client in the center 
through a focus on consumer protection, 
transparency and disclosure requirements. 
Despite the regulations being drafted after a 
consultative process, they are not being 
implemented in the country. As a result, four years 
in, not a single microinsurance product has been 
registered with SECP and most of the 
microinsurance products are being o�ered under 
general insurance law or are marketed as mass 

insurance. �is trend is indicative of the need to 
revise the insurance regulations so as to address 
the challenges within it, especially from the 
provider’s perspectives.  
While engaging with the insurance providers, 
their concerns pertaining to MI regulations were 
also discussed and following issues/challenges 
have been identi�ed in the SECP Microinsurance 
Rules, 2014:

1.Registering MI Products - Provision 3(1) puts 
the onus of disclosure on the provider, i.e. it is the 
�ling company’s responsibility to disclose that the 
product is a micro-insurance product, provided it 
falls under the de�nition of MI as stipulated by 
the regulations. �e self-disclosure and 
self-regulatory model which is based on the 
principle of good faith has failed to create the 
desired impact because so far the insurers prefer to 
register their product under general insurance law, 
in order to circumvent the MI Rules, which are 
deemed stringent by majority of the insurers. 
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2.De�ning MI - De�nition of MI as put forth by 
the regulations is another issue, dissuading the 
insurers from registering under the title of 
microinsurance. Under the regulations, monthly 
wage of the policy holder is used as a benchmark 
to decide whether a product can qualify as 
microinsurance or not. �is poses operational 
di�culties for the insurers as gauging and 
ascertaining income levels of all policy holders is 
an expensive and labor intensive exercise, 
especially in a predominantly informal economy 
like Pakistan. Secondly by tying the product to 
income level, it is rendered unmarketable to the 
mass market, harming the economies of scale 
model for the providers/distributors. 

3.Disclosure Requirements – following issues 
were highlighted pertaining to disclosure 
requirements as set forth in the MI Regulations;

A. Documentation requirements as set forth by 
Provision 3(2) of the regulations were also 
deemed too stringent for an industry in its 
nascent stages. �e stipulation necessitates the 
insurer/distributor to make an explicit o�er and 
receive an acceptance for the microinsurance 
contract to establish. Providers are of the view that 
since most Microinsurance policies are simpli�ed 
insurance products, paper-based o�er and 
acceptance should not be required to keep the 
costs to the minimum. Payment of premium by 
the policyholder and non-cancellation of a policy 
during the free look period should su�ce as 
acceptance of the o�ered product by the 
policyholder. 

B. Provision 3(3) of the regulations lays down 
disclosure requirements as follows,’ A 
microinsurance policy shall clearly state the 
bene�ts and terms of coverage. �e insurer 
providing microinsurance shall ensure that the 
contract provisions in the microinsurance policy 
can easily be understood by the insured and are 
printed in legible form and font, at least in simple 
Urdu language’. 

According to the providers, a formal 
microinsurance policy should be replaced by a 
simpler ‘Terms and Conditions’ document. 
Owing to highly technical nature of certain terms, 
translating them into Urdu may not only be 
impractical but also counter-intuitive. A few 
providers suggested that the language issue can be 
addressed through the medium of informative 
lea�ets, product brochures and marketing 
collaterals which will be prepared in Urdu 
language and provided to policyholders to keep 
them aware of their responsibilities and bene�ts 
they are entitled to in microinsurance policy.

C. Provision 3(5) necessitates that all promotional 
and policy material pertaining to an MI product 
should be prominently captioned ‘MI product’. It 
has been highlighted that there is a need to better 
understand the nature of the customer. It is 
critical for customers to understand salient 
features of the product or claims/complaint 
number, however it cannot be expected of farmers 
to understand the term “Microinsurance”, hence 
it should not be mandatory to mention the same 
terms and conditions everywhere. Moreover, 
documentation requirements such as key fact 
sheet, policy document, need to be revisited as this 
might not be possible to provide to all segments of 
the mass market. SECP needs to interact with the 
insurance industry to discuss other ways and 
means for disseminating the product information.
Overall, Insurance Providers feel that Provision 3 
needs to be aligned with the reality of 
microinsurance. �e enrollment process needs to 
be simpli�ed; Insurance Providers unanimously 
believe that the traditional methods of insurance 
enrollment (proposal forms) are not viable for this 
line of business. Regulations need to promote 
alternative methods of enrollments, such as those 
using technology. Most customers cannot be 
reached via printed/hardcopy medium and 
instead technology like unstructured 
supplementary service data (USSD) and recorded 
lines must be used for consent recording and 
deduction, and SMS or link to website, or a call 
back must be used to give any additional detailed 

terms and conditions.  Mobile number must 
service as the certi�cate/policy number for 
instance and customer should be noti�ed to use 
the same at the time of claims.
4. Product Features & Submission - following 
issues were highlighted about provisions  
pertaining to product features and submission;

A. Provision 4(1) states that, ‘Every insurer shall 
be subject to the �le and use procedure with 
respect to �ling of microinsurance products or as 
may be prescribed by the Commission.’ 
Providers are of the view that some 
microinsurance products are simpler re-packaged 
versions of their conventional products (e.g. 
accidental death riders) being sold to low-income 
persons. It is not feasible that each product is �led 
separately with the regulator, hence, there should 
be an allowance to �le riders (add-on bene�ts) for 
microinsurance business (as a onetime case) with 
the regulator and onwards just re-price the riders 
and re-package them as microinsurance products. 
On an incremental basis, an insurer may �le a 
product with the Commission to the extent of: 
• Seeking approval on an agency agreement as per 
which an existing rider is to be marketed through 
an agent
• Seeking approval on marketing material used for 
a rider which has already been �led.
• Filing of a product which has signi�cantly 
di�erent terms and conditions as opposed to the 
rider which was originally �led.
B. With respect to In case of Section 4(6) 4 
subsection 6, �ling of marketing material should 
only be required beyond the pilot period (if 
implemented) or if the product has reached 
certain numbers. 

5. Intermediation – training requirements for the 
microinsurance agents as set forth in Provision 
5(4) is too onerous for the providers. �e 
provision requires that the agents undergo a 
training program of no less than 20 hours. 
Considering that most of the microinsurance 
products are being sold through MFIs and MFBs 
operating in remote areas of Pakistan.  Trainers of 

MFIs and MFBs can be trained to give 
subsequent training to their sta� but even in that 
case, duration of training should hardly be of 
half-day. With products being simpli�ed and 
there being hundreds of potential individuals to 
act as insurance intermediaries, it is not possible 
to undertake a 20-hour training for each agent. 
�e simple/pre-underwritten nature of the 
products means that 5 hour training (lesser for 
certain products) should su�ce followed by a test 
paper and marks allotted.

6. Regulatory Reporting & Information 
Sharing – Provision 11(3) of the MI rules states, 
“Every year on or before the 30th day of April the 
insurer shall submit post-pro�ling assessment of 
the microinsurance product as �led earlier under 
the �le and use procedure in a manner as may be 
prescribed by the Commission.”
With the Financial Condition Report already 
commenting on the implications of 
microinsurance business for the company and 
microinsurance returns also being �led separately 
with the Commission, the �ling of post-pro�ling 
assessment for microinsurance products is 
redundant and onerous for insurers. �e 
Commission needs to consider minimizing time 
allocation on meeting regulatory requirements on 
the business. Such compliance increases 
overheads and reduces the feasibility of doing 
microinsurance business from an Insurer’s 
viewpoint.

3.3.2   Insurance Bill 

In a bid to strengthen the regulatory frameworks 
for insurance and to align it against the 
International Association of Insurance 
Supervisors’ (IAIS) Insurance Core Principles 
(ICP), SECP approved an insurance bill in 2017. 
�e proposed bill, aims to take the industry 
towards a risk-based supervisory regime to tackle 
the entity based and systemic risks. 
For microinsurance industry, this bill is of great 
signi�cance as its one of the proposed reforms is 
introduction of dedicated microinsurance 
companies. Additionally, the bill contains 

provisions citing regulations for local and foreign 
reinsurance businesses, which will lead to 
enhanced local capacity. 
�e bill is currently pending with the National 
Constituent Assembly, awaiting approval.  

Insurance Companies
Regulations, 2012

SECP Microinsurance
Rules, 2014

Insurance Accounting
Regulations, 2017

Takaful Rules, 2012 Insurance Rules, 2017



�is chapter summarizes the current regulatory 
framework relevant to microinsurance in 
Pakistan, analyzing the implications of the current 
regulatory context for the development of 
inclusive microinsurance markets in the country.

3.1   Institutional Landscape 

Securities and Exchange Commission of Pakistan 
(SECP) is the apex regulatory and supervisory 
body for the insurance industry in Pakistan. 
Created under the Securities and Exchange 
Commission Act, 1997, SECP is tasked with the 
supervision of capital markets, non-banking 
�nancial sector, private pensions and insurance 
companies. SECP regulates the insurance 
industry through a specialized insurance division, 
guided by the Insurance Ordinance 2000 and 
Companies Ordinance, 1984. 
Other than SECP, Ministry of Commerce 
(MoC) also performs a supervisory role for the 
insurance sector in limited capacity. MoC has an 
assigned ownership role in the state owned 
insurers, i.e. State Life Insurance Corporation 
(SLIC), National Insurance Company Limited 
(NICL) and Pakistan Reinsurance Company 
Limited (PRCL) and has the in�uencing power 
on government’s insurance speci�c policies21.
 3.2   National Financial Inclusion 
Strategy
Despite having a thriving �nancial sector, 
Pakistan, in comparison to its global and regional 
counterparts, lags behind in access to �nance to 
the masses. 
To drive the agenda of �nancial inclusion 
forward, State Bank of Pakistan envisaged 
National Financial Inclusion Strategy (NFIS) in 

2015, after a collaborative process with the rest of 
the industry stakeholders. �e strategy aims to 
increase the access to formal �nancial services up 
to 50 percent of adult population by Year 2020. 
Insurance has been deemed a priority area under 
the NFIS and a designated technical committee 
for insurance has been established at the NFIS 
secretariat with the objective to drive the sector 
towards a more inclusive and responsible culture, 
especially towards the low-income strata of 
society. 
To propel the insurance industry forward, NFIS 
has proposed following measures in its action 
plan;
1. Reforming the insurance laws/regulations as 
necessary, reenergizing the public insurance 
companies, corporatizing and formalizing Postal 
Life Insurance
2. Introducing an equitable and fair taxation 
regime after negotiation with SECP, Ministry of 
Commerce (MoC) and Ministry of Finance 
(MoF)
3. Strengthening minimum capital requirements 
for insurance companies 
4.  Running nationwide awareness program 
highlighting the role and importance of various 
�nancial products including insurance

3.3   Laws and Regulations 

�e Insurance Ordinance, 2000 is the primary 
insurance law in Pakistan, regulating all insurance 
activities. �e law sets out provisions de�ning 
insurance, statutory funds, roles and 
responsibilities of actuaries, solvency 
requirements, audit requirements, market 
conduct, o�enses and penalties, reinsurance 
arrangements among others. 

In addition to aforementioned legislation, SECP 
periodically circulates and promulgates rules and 
guidelines for the insurance sector. While rules 
are mandatory, guidelines tend to be informative 
rather than prescriptive. �e process of 
introducing new rules and regulations is tedious 
with �nal approval needed from SEC Policy 
Board.  

Since taking over the insurance sector, SECP has 
greatly advanced the regulatory regime around 
insurance, introducing a series of insurance 
reforms/regulations, latest of them being; 

3.3.1    Microinsurance Rules, 2014
 
While previously regulated under the Insurance 
Ordinance, 2000, SECP introduced speci�c 
regulatory framework for microinsurance business 
in February, 2014 after a collaborative process 
with major industry stakeholders including 
Insurance Association of Pakistan (IAP), Pakistan 
Micro�nance Network (PMN), Pakistan Poverty 
Alleviation Fund (PPAF), State Bank of Pakistan, 
MFPs and donor agencies. 
�ese rules prescribe the code of conduct for 
carrying out insurance business with low-income 
clientele whilst keeping client in the center 
through a focus on consumer protection, 
transparency and disclosure requirements. 
Despite the regulations being drafted after a 
consultative process, they are not being 
implemented in the country. As a result, four years 
in, not a single microinsurance product has been 
registered with SECP and most of the 
microinsurance products are being o�ered under 
general insurance law or are marketed as mass 

insurance. �is trend is indicative of the need to 
revise the insurance regulations so as to address 
the challenges within it, especially from the 
provider’s perspectives.  
While engaging with the insurance providers, 
their concerns pertaining to MI regulations were 
also discussed and following issues/challenges 
have been identi�ed in the SECP Microinsurance 
Rules, 2014:

1.Registering MI Products - Provision 3(1) puts 
the onus of disclosure on the provider, i.e. it is the 
�ling company’s responsibility to disclose that the 
product is a micro-insurance product, provided it 
falls under the de�nition of MI as stipulated by 
the regulations. �e self-disclosure and 
self-regulatory model which is based on the 
principle of good faith has failed to create the 
desired impact because so far the insurers prefer to 
register their product under general insurance law, 
in order to circumvent the MI Rules, which are 
deemed stringent by majority of the insurers. 

2.De�ning MI - De�nition of MI as put forth by 
the regulations is another issue, dissuading the 
insurers from registering under the title of 
microinsurance. Under the regulations, monthly 
wage of the policy holder is used as a benchmark 
to decide whether a product can qualify as 
microinsurance or not. �is poses operational 
di�culties for the insurers as gauging and 
ascertaining income levels of all policy holders is 
an expensive and labor intensive exercise, 
especially in a predominantly informal economy 
like Pakistan. Secondly by tying the product to 
income level, it is rendered unmarketable to the 
mass market, harming the economies of scale 
model for the providers/distributors. 

3.Disclosure Requirements – following issues 
were highlighted pertaining to disclosure 
requirements as set forth in the MI Regulations;

A. Documentation requirements as set forth by 
Provision 3(2) of the regulations were also 
deemed too stringent for an industry in its 
nascent stages. �e stipulation necessitates the 
insurer/distributor to make an explicit o�er and 
receive an acceptance for the microinsurance 
contract to establish. Providers are of the view that 
since most Microinsurance policies are simpli�ed 
insurance products, paper-based o�er and 
acceptance should not be required to keep the 
costs to the minimum. Payment of premium by 
the policyholder and non-cancellation of a policy 
during the free look period should su�ce as 
acceptance of the o�ered product by the 
policyholder. 

B. Provision 3(3) of the regulations lays down 
disclosure requirements as follows,’ A 
microinsurance policy shall clearly state the 
bene�ts and terms of coverage. �e insurer 
providing microinsurance shall ensure that the 
contract provisions in the microinsurance policy 
can easily be understood by the insured and are 
printed in legible form and font, at least in simple 
Urdu language’. 

According to the providers, a formal 
microinsurance policy should be replaced by a 
simpler ‘Terms and Conditions’ document. 
Owing to highly technical nature of certain terms, 
translating them into Urdu may not only be 
impractical but also counter-intuitive. A few 
providers suggested that the language issue can be 
addressed through the medium of informative 
lea�ets, product brochures and marketing 
collaterals which will be prepared in Urdu 
language and provided to policyholders to keep 
them aware of their responsibilities and bene�ts 
they are entitled to in microinsurance policy.

C. Provision 3(5) necessitates that all promotional 
and policy material pertaining to an MI product 
should be prominently captioned ‘MI product’. It 
has been highlighted that there is a need to better 
understand the nature of the customer. It is 
critical for customers to understand salient 
features of the product or claims/complaint 
number, however it cannot be expected of farmers 
to understand the term “Microinsurance”, hence 
it should not be mandatory to mention the same 
terms and conditions everywhere. Moreover, 
documentation requirements such as key fact 
sheet, policy document, need to be revisited as this 
might not be possible to provide to all segments of 
the mass market. SECP needs to interact with the 
insurance industry to discuss other ways and 
means for disseminating the product information.
Overall, Insurance Providers feel that Provision 3 
needs to be aligned with the reality of 
microinsurance. �e enrollment process needs to 
be simpli�ed; Insurance Providers unanimously 
believe that the traditional methods of insurance 
enrollment (proposal forms) are not viable for this 
line of business. Regulations need to promote 
alternative methods of enrollments, such as those 
using technology. Most customers cannot be 
reached via printed/hardcopy medium and 
instead technology like unstructured 
supplementary service data (USSD) and recorded 
lines must be used for consent recording and 
deduction, and SMS or link to website, or a call 
back must be used to give any additional detailed 
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terms and conditions.  Mobile number must 
service as the certi�cate/policy number for 
instance and customer should be noti�ed to use 
the same at the time of claims.
4. Product Features & Submission - following 
issues were highlighted about provisions  
pertaining to product features and submission;

A. Provision 4(1) states that, ‘Every insurer shall 
be subject to the �le and use procedure with 
respect to �ling of microinsurance products or as 
may be prescribed by the Commission.’ 
Providers are of the view that some 
microinsurance products are simpler re-packaged 
versions of their conventional products (e.g. 
accidental death riders) being sold to low-income 
persons. It is not feasible that each product is �led 
separately with the regulator, hence, there should 
be an allowance to �le riders (add-on bene�ts) for 
microinsurance business (as a onetime case) with 
the regulator and onwards just re-price the riders 
and re-package them as microinsurance products. 
On an incremental basis, an insurer may �le a 
product with the Commission to the extent of: 
• Seeking approval on an agency agreement as per 
which an existing rider is to be marketed through 
an agent
• Seeking approval on marketing material used for 
a rider which has already been �led.
• Filing of a product which has signi�cantly 
di�erent terms and conditions as opposed to the 
rider which was originally �led.
B. With respect to In case of Section 4(6) 4 
subsection 6, �ling of marketing material should 
only be required beyond the pilot period (if 
implemented) or if the product has reached 
certain numbers. 

5. Intermediation – training requirements for the 
microinsurance agents as set forth in Provision 
5(4) is too onerous for the providers. �e 
provision requires that the agents undergo a 
training program of no less than 20 hours. 
Considering that most of the microinsurance 
products are being sold through MFIs and MFBs 
operating in remote areas of Pakistan.  Trainers of 

MFIs and MFBs can be trained to give 
subsequent training to their sta� but even in that 
case, duration of training should hardly be of 
half-day. With products being simpli�ed and 
there being hundreds of potential individuals to 
act as insurance intermediaries, it is not possible 
to undertake a 20-hour training for each agent. 
�e simple/pre-underwritten nature of the 
products means that 5 hour training (lesser for 
certain products) should su�ce followed by a test 
paper and marks allotted.

6. Regulatory Reporting & Information 
Sharing – Provision 11(3) of the MI rules states, 
“Every year on or before the 30th day of April the 
insurer shall submit post-pro�ling assessment of 
the microinsurance product as �led earlier under 
the �le and use procedure in a manner as may be 
prescribed by the Commission.”
With the Financial Condition Report already 
commenting on the implications of 
microinsurance business for the company and 
microinsurance returns also being �led separately 
with the Commission, the �ling of post-pro�ling 
assessment for microinsurance products is 
redundant and onerous for insurers. �e 
Commission needs to consider minimizing time 
allocation on meeting regulatory requirements on 
the business. Such compliance increases 
overheads and reduces the feasibility of doing 
microinsurance business from an Insurer’s 
viewpoint.

3.3.2   Insurance Bill 

In a bid to strengthen the regulatory frameworks 
for insurance and to align it against the 
International Association of Insurance 
Supervisors’ (IAIS) Insurance Core Principles 
(ICP), SECP approved an insurance bill in 2017. 
�e proposed bill, aims to take the industry 
towards a risk-based supervisory regime to tackle 
the entity based and systemic risks. 
For microinsurance industry, this bill is of great 
signi�cance as its one of the proposed reforms is 
introduction of dedicated microinsurance 
companies. Additionally, the bill contains 

provisions citing regulations for local and foreign 
reinsurance businesses, which will lead to 
enhanced local capacity. 
�e bill is currently pending with the National 
Constituent Assembly, awaiting approval.  



�is chapter summarizes the current regulatory 
framework relevant to microinsurance in 
Pakistan, analyzing the implications of the current 
regulatory context for the development of 
inclusive microinsurance markets in the country.

3.1   Institutional Landscape 

Securities and Exchange Commission of Pakistan 
(SECP) is the apex regulatory and supervisory 
body for the insurance industry in Pakistan. 
Created under the Securities and Exchange 
Commission Act, 1997, SECP is tasked with the 
supervision of capital markets, non-banking 
�nancial sector, private pensions and insurance 
companies. SECP regulates the insurance 
industry through a specialized insurance division, 
guided by the Insurance Ordinance 2000 and 
Companies Ordinance, 1984. 
Other than SECP, Ministry of Commerce 
(MoC) also performs a supervisory role for the 
insurance sector in limited capacity. MoC has an 
assigned ownership role in the state owned 
insurers, i.e. State Life Insurance Corporation 
(SLIC), National Insurance Company Limited 
(NICL) and Pakistan Reinsurance Company 
Limited (PRCL) and has the in�uencing power 
on government’s insurance speci�c policies21.
 3.2   National Financial Inclusion 
Strategy
Despite having a thriving �nancial sector, 
Pakistan, in comparison to its global and regional 
counterparts, lags behind in access to �nance to 
the masses. 
To drive the agenda of �nancial inclusion 
forward, State Bank of Pakistan envisaged 
National Financial Inclusion Strategy (NFIS) in 

2015, after a collaborative process with the rest of 
the industry stakeholders. �e strategy aims to 
increase the access to formal �nancial services up 
to 50 percent of adult population by Year 2020. 
Insurance has been deemed a priority area under 
the NFIS and a designated technical committee 
for insurance has been established at the NFIS 
secretariat with the objective to drive the sector 
towards a more inclusive and responsible culture, 
especially towards the low-income strata of 
society. 
To propel the insurance industry forward, NFIS 
has proposed following measures in its action 
plan;
1. Reforming the insurance laws/regulations as 
necessary, reenergizing the public insurance 
companies, corporatizing and formalizing Postal 
Life Insurance
2. Introducing an equitable and fair taxation 
regime after negotiation with SECP, Ministry of 
Commerce (MoC) and Ministry of Finance 
(MoF)
3. Strengthening minimum capital requirements 
for insurance companies 
4.  Running nationwide awareness program 
highlighting the role and importance of various 
�nancial products including insurance

3.3   Laws and Regulations 

�e Insurance Ordinance, 2000 is the primary 
insurance law in Pakistan, regulating all insurance 
activities. �e law sets out provisions de�ning 
insurance, statutory funds, roles and 
responsibilities of actuaries, solvency 
requirements, audit requirements, market 
conduct, o�enses and penalties, reinsurance 
arrangements among others. 

In addition to aforementioned legislation, SECP 
periodically circulates and promulgates rules and 
guidelines for the insurance sector. While rules 
are mandatory, guidelines tend to be informative 
rather than prescriptive. �e process of 
introducing new rules and regulations is tedious 
with �nal approval needed from SEC Policy 
Board.  

Since taking over the insurance sector, SECP has 
greatly advanced the regulatory regime around 
insurance, introducing a series of insurance 
reforms/regulations, latest of them being; 

3.3.1    Microinsurance Rules, 2014
 
While previously regulated under the Insurance 
Ordinance, 2000, SECP introduced speci�c 
regulatory framework for microinsurance business 
in February, 2014 after a collaborative process 
with major industry stakeholders including 
Insurance Association of Pakistan (IAP), Pakistan 
Micro�nance Network (PMN), Pakistan Poverty 
Alleviation Fund (PPAF), State Bank of Pakistan, 
MFPs and donor agencies. 
�ese rules prescribe the code of conduct for 
carrying out insurance business with low-income 
clientele whilst keeping client in the center 
through a focus on consumer protection, 
transparency and disclosure requirements. 
Despite the regulations being drafted after a 
consultative process, they are not being 
implemented in the country. As a result, four years 
in, not a single microinsurance product has been 
registered with SECP and most of the 
microinsurance products are being o�ered under 
general insurance law or are marketed as mass 

insurance. �is trend is indicative of the need to 
revise the insurance regulations so as to address 
the challenges within it, especially from the 
provider’s perspectives.  
While engaging with the insurance providers, 
their concerns pertaining to MI regulations were 
also discussed and following issues/challenges 
have been identi�ed in the SECP Microinsurance 
Rules, 2014:

1.Registering MI Products - Provision 3(1) puts 
the onus of disclosure on the provider, i.e. it is the 
�ling company’s responsibility to disclose that the 
product is a micro-insurance product, provided it 
falls under the de�nition of MI as stipulated by 
the regulations. �e self-disclosure and 
self-regulatory model which is based on the 
principle of good faith has failed to create the 
desired impact because so far the insurers prefer to 
register their product under general insurance law, 
in order to circumvent the MI Rules, which are 
deemed stringent by majority of the insurers. 

2.De�ning MI - De�nition of MI as put forth by 
the regulations is another issue, dissuading the 
insurers from registering under the title of 
microinsurance. Under the regulations, monthly 
wage of the policy holder is used as a benchmark 
to decide whether a product can qualify as 
microinsurance or not. �is poses operational 
di�culties for the insurers as gauging and 
ascertaining income levels of all policy holders is 
an expensive and labor intensive exercise, 
especially in a predominantly informal economy 
like Pakistan. Secondly by tying the product to 
income level, it is rendered unmarketable to the 
mass market, harming the economies of scale 
model for the providers/distributors. 

3.Disclosure Requirements – following issues 
were highlighted pertaining to disclosure 
requirements as set forth in the MI Regulations;

A. Documentation requirements as set forth by 
Provision 3(2) of the regulations were also 
deemed too stringent for an industry in its 
nascent stages. �e stipulation necessitates the 
insurer/distributor to make an explicit o�er and 
receive an acceptance for the microinsurance 
contract to establish. Providers are of the view that 
since most Microinsurance policies are simpli�ed 
insurance products, paper-based o�er and 
acceptance should not be required to keep the 
costs to the minimum. Payment of premium by 
the policyholder and non-cancellation of a policy 
during the free look period should su�ce as 
acceptance of the o�ered product by the 
policyholder. 

B. Provision 3(3) of the regulations lays down 
disclosure requirements as follows,’ A 
microinsurance policy shall clearly state the 
bene�ts and terms of coverage. �e insurer 
providing microinsurance shall ensure that the 
contract provisions in the microinsurance policy 
can easily be understood by the insured and are 
printed in legible form and font, at least in simple 
Urdu language’. 

According to the providers, a formal 
microinsurance policy should be replaced by a 
simpler ‘Terms and Conditions’ document. 
Owing to highly technical nature of certain terms, 
translating them into Urdu may not only be 
impractical but also counter-intuitive. A few 
providers suggested that the language issue can be 
addressed through the medium of informative 
lea�ets, product brochures and marketing 
collaterals which will be prepared in Urdu 
language and provided to policyholders to keep 
them aware of their responsibilities and bene�ts 
they are entitled to in microinsurance policy.

C. Provision 3(5) necessitates that all promotional 
and policy material pertaining to an MI product 
should be prominently captioned ‘MI product’. It 
has been highlighted that there is a need to better 
understand the nature of the customer. It is 
critical for customers to understand salient 
features of the product or claims/complaint 
number, however it cannot be expected of farmers 
to understand the term “Microinsurance”, hence 
it should not be mandatory to mention the same 
terms and conditions everywhere. Moreover, 
documentation requirements such as key fact 
sheet, policy document, need to be revisited as this 
might not be possible to provide to all segments of 
the mass market. SECP needs to interact with the 
insurance industry to discuss other ways and 
means for disseminating the product information.
Overall, Insurance Providers feel that Provision 3 
needs to be aligned with the reality of 
microinsurance. �e enrollment process needs to 
be simpli�ed; Insurance Providers unanimously 
believe that the traditional methods of insurance 
enrollment (proposal forms) are not viable for this 
line of business. Regulations need to promote 
alternative methods of enrollments, such as those 
using technology. Most customers cannot be 
reached via printed/hardcopy medium and 
instead technology like unstructured 
supplementary service data (USSD) and recorded 
lines must be used for consent recording and 
deduction, and SMS or link to website, or a call 
back must be used to give any additional detailed 

terms and conditions.  Mobile number must 
service as the certi�cate/policy number for 
instance and customer should be noti�ed to use 
the same at the time of claims.
4. Product Features & Submission - following 
issues were highlighted about provisions  
pertaining to product features and submission;

A. Provision 4(1) states that, ‘Every insurer shall 
be subject to the �le and use procedure with 
respect to �ling of microinsurance products or as 
may be prescribed by the Commission.’ 
Providers are of the view that some 
microinsurance products are simpler re-packaged 
versions of their conventional products (e.g. 
accidental death riders) being sold to low-income 
persons. It is not feasible that each product is �led 
separately with the regulator, hence, there should 
be an allowance to �le riders (add-on bene�ts) for 
microinsurance business (as a onetime case) with 
the regulator and onwards just re-price the riders 
and re-package them as microinsurance products. 
On an incremental basis, an insurer may �le a 
product with the Commission to the extent of: 
• Seeking approval on an agency agreement as per 
which an existing rider is to be marketed through 
an agent
• Seeking approval on marketing material used for 
a rider which has already been �led.
• Filing of a product which has signi�cantly 
di�erent terms and conditions as opposed to the 
rider which was originally �led.
B. With respect to In case of Section 4(6) 4 
subsection 6, �ling of marketing material should 
only be required beyond the pilot period (if 
implemented) or if the product has reached 
certain numbers. 

5. Intermediation – training requirements for the 
microinsurance agents as set forth in Provision 
5(4) is too onerous for the providers. �e 
provision requires that the agents undergo a 
training program of no less than 20 hours. 
Considering that most of the microinsurance 
products are being sold through MFIs and MFBs 
operating in remote areas of Pakistan.  Trainers of 

MFIs and MFBs can be trained to give 
subsequent training to their sta� but even in that 
case, duration of training should hardly be of 
half-day. With products being simpli�ed and 
there being hundreds of potential individuals to 
act as insurance intermediaries, it is not possible 
to undertake a 20-hour training for each agent. 
�e simple/pre-underwritten nature of the 
products means that 5 hour training (lesser for 
certain products) should su�ce followed by a test 
paper and marks allotted.

6. Regulatory Reporting & Information 
Sharing – Provision 11(3) of the MI rules states, 
“Every year on or before the 30th day of April the 
insurer shall submit post-pro�ling assessment of 
the microinsurance product as �led earlier under 
the �le and use procedure in a manner as may be 
prescribed by the Commission.”
With the Financial Condition Report already 
commenting on the implications of 
microinsurance business for the company and 
microinsurance returns also being �led separately 
with the Commission, the �ling of post-pro�ling 
assessment for microinsurance products is 
redundant and onerous for insurers. �e 
Commission needs to consider minimizing time 
allocation on meeting regulatory requirements on 
the business. Such compliance increases 
overheads and reduces the feasibility of doing 
microinsurance business from an Insurer’s 
viewpoint.

3.3.2   Insurance Bill 

In a bid to strengthen the regulatory frameworks 
for insurance and to align it against the 
International Association of Insurance 
Supervisors’ (IAIS) Insurance Core Principles 
(ICP), SECP approved an insurance bill in 2017. 
�e proposed bill, aims to take the industry 
towards a risk-based supervisory regime to tackle 
the entity based and systemic risks. 
For microinsurance industry, this bill is of great 
signi�cance as its one of the proposed reforms is 
introduction of dedicated microinsurance 
companies. Additionally, the bill contains 
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provisions citing regulations for local and foreign 
reinsurance businesses, which will lead to 
enhanced local capacity. 
�e bill is currently pending with the National 
Constituent Assembly, awaiting approval.  



�is chapter summarizes the current regulatory 
framework relevant to microinsurance in 
Pakistan, analyzing the implications of the current 
regulatory context for the development of 
inclusive microinsurance markets in the country.

3.1   Institutional Landscape 

Securities and Exchange Commission of Pakistan 
(SECP) is the apex regulatory and supervisory 
body for the insurance industry in Pakistan. 
Created under the Securities and Exchange 
Commission Act, 1997, SECP is tasked with the 
supervision of capital markets, non-banking 
�nancial sector, private pensions and insurance 
companies. SECP regulates the insurance 
industry through a specialized insurance division, 
guided by the Insurance Ordinance 2000 and 
Companies Ordinance, 1984. 
Other than SECP, Ministry of Commerce 
(MoC) also performs a supervisory role for the 
insurance sector in limited capacity. MoC has an 
assigned ownership role in the state owned 
insurers, i.e. State Life Insurance Corporation 
(SLIC), National Insurance Company Limited 
(NICL) and Pakistan Reinsurance Company 
Limited (PRCL) and has the in�uencing power 
on government’s insurance speci�c policies21.
 3.2   National Financial Inclusion 
Strategy
Despite having a thriving �nancial sector, 
Pakistan, in comparison to its global and regional 
counterparts, lags behind in access to �nance to 
the masses. 
To drive the agenda of �nancial inclusion 
forward, State Bank of Pakistan envisaged 
National Financial Inclusion Strategy (NFIS) in 

2015, after a collaborative process with the rest of 
the industry stakeholders. �e strategy aims to 
increase the access to formal �nancial services up 
to 50 percent of adult population by Year 2020. 
Insurance has been deemed a priority area under 
the NFIS and a designated technical committee 
for insurance has been established at the NFIS 
secretariat with the objective to drive the sector 
towards a more inclusive and responsible culture, 
especially towards the low-income strata of 
society. 
To propel the insurance industry forward, NFIS 
has proposed following measures in its action 
plan;
1. Reforming the insurance laws/regulations as 
necessary, reenergizing the public insurance 
companies, corporatizing and formalizing Postal 
Life Insurance
2. Introducing an equitable and fair taxation 
regime after negotiation with SECP, Ministry of 
Commerce (MoC) and Ministry of Finance 
(MoF)
3. Strengthening minimum capital requirements 
for insurance companies 
4.  Running nationwide awareness program 
highlighting the role and importance of various 
�nancial products including insurance

3.3   Laws and Regulations 

�e Insurance Ordinance, 2000 is the primary 
insurance law in Pakistan, regulating all insurance 
activities. �e law sets out provisions de�ning 
insurance, statutory funds, roles and 
responsibilities of actuaries, solvency 
requirements, audit requirements, market 
conduct, o�enses and penalties, reinsurance 
arrangements among others. 

In addition to aforementioned legislation, SECP 
periodically circulates and promulgates rules and 
guidelines for the insurance sector. While rules 
are mandatory, guidelines tend to be informative 
rather than prescriptive. �e process of 
introducing new rules and regulations is tedious 
with �nal approval needed from SEC Policy 
Board.  

Since taking over the insurance sector, SECP has 
greatly advanced the regulatory regime around 
insurance, introducing a series of insurance 
reforms/regulations, latest of them being; 

3.3.1    Microinsurance Rules, 2014
 
While previously regulated under the Insurance 
Ordinance, 2000, SECP introduced speci�c 
regulatory framework for microinsurance business 
in February, 2014 after a collaborative process 
with major industry stakeholders including 
Insurance Association of Pakistan (IAP), Pakistan 
Micro�nance Network (PMN), Pakistan Poverty 
Alleviation Fund (PPAF), State Bank of Pakistan, 
MFPs and donor agencies. 
�ese rules prescribe the code of conduct for 
carrying out insurance business with low-income 
clientele whilst keeping client in the center 
through a focus on consumer protection, 
transparency and disclosure requirements. 
Despite the regulations being drafted after a 
consultative process, they are not being 
implemented in the country. As a result, four years 
in, not a single microinsurance product has been 
registered with SECP and most of the 
microinsurance products are being o�ered under 
general insurance law or are marketed as mass 

insurance. �is trend is indicative of the need to 
revise the insurance regulations so as to address 
the challenges within it, especially from the 
provider’s perspectives.  
While engaging with the insurance providers, 
their concerns pertaining to MI regulations were 
also discussed and following issues/challenges 
have been identi�ed in the SECP Microinsurance 
Rules, 2014:

1.Registering MI Products - Provision 3(1) puts 
the onus of disclosure on the provider, i.e. it is the 
�ling company’s responsibility to disclose that the 
product is a micro-insurance product, provided it 
falls under the de�nition of MI as stipulated by 
the regulations. �e self-disclosure and 
self-regulatory model which is based on the 
principle of good faith has failed to create the 
desired impact because so far the insurers prefer to 
register their product under general insurance law, 
in order to circumvent the MI Rules, which are 
deemed stringent by majority of the insurers. 

2.De�ning MI - De�nition of MI as put forth by 
the regulations is another issue, dissuading the 
insurers from registering under the title of 
microinsurance. Under the regulations, monthly 
wage of the policy holder is used as a benchmark 
to decide whether a product can qualify as 
microinsurance or not. �is poses operational 
di�culties for the insurers as gauging and 
ascertaining income levels of all policy holders is 
an expensive and labor intensive exercise, 
especially in a predominantly informal economy 
like Pakistan. Secondly by tying the product to 
income level, it is rendered unmarketable to the 
mass market, harming the economies of scale 
model for the providers/distributors. 

3.Disclosure Requirements – following issues 
were highlighted pertaining to disclosure 
requirements as set forth in the MI Regulations;

A. Documentation requirements as set forth by 
Provision 3(2) of the regulations were also 
deemed too stringent for an industry in its 
nascent stages. �e stipulation necessitates the 
insurer/distributor to make an explicit o�er and 
receive an acceptance for the microinsurance 
contract to establish. Providers are of the view that 
since most Microinsurance policies are simpli�ed 
insurance products, paper-based o�er and 
acceptance should not be required to keep the 
costs to the minimum. Payment of premium by 
the policyholder and non-cancellation of a policy 
during the free look period should su�ce as 
acceptance of the o�ered product by the 
policyholder. 

B. Provision 3(3) of the regulations lays down 
disclosure requirements as follows,’ A 
microinsurance policy shall clearly state the 
bene�ts and terms of coverage. �e insurer 
providing microinsurance shall ensure that the 
contract provisions in the microinsurance policy 
can easily be understood by the insured and are 
printed in legible form and font, at least in simple 
Urdu language’. 

According to the providers, a formal 
microinsurance policy should be replaced by a 
simpler ‘Terms and Conditions’ document. 
Owing to highly technical nature of certain terms, 
translating them into Urdu may not only be 
impractical but also counter-intuitive. A few 
providers suggested that the language issue can be 
addressed through the medium of informative 
lea�ets, product brochures and marketing 
collaterals which will be prepared in Urdu 
language and provided to policyholders to keep 
them aware of their responsibilities and bene�ts 
they are entitled to in microinsurance policy.

C. Provision 3(5) necessitates that all promotional 
and policy material pertaining to an MI product 
should be prominently captioned ‘MI product’. It 
has been highlighted that there is a need to better 
understand the nature of the customer. It is 
critical for customers to understand salient 
features of the product or claims/complaint 
number, however it cannot be expected of farmers 
to understand the term “Microinsurance”, hence 
it should not be mandatory to mention the same 
terms and conditions everywhere. Moreover, 
documentation requirements such as key fact 
sheet, policy document, need to be revisited as this 
might not be possible to provide to all segments of 
the mass market. SECP needs to interact with the 
insurance industry to discuss other ways and 
means for disseminating the product information.
Overall, Insurance Providers feel that Provision 3 
needs to be aligned with the reality of 
microinsurance. �e enrollment process needs to 
be simpli�ed; Insurance Providers unanimously 
believe that the traditional methods of insurance 
enrollment (proposal forms) are not viable for this 
line of business. Regulations need to promote 
alternative methods of enrollments, such as those 
using technology. Most customers cannot be 
reached via printed/hardcopy medium and 
instead technology like unstructured 
supplementary service data (USSD) and recorded 
lines must be used for consent recording and 
deduction, and SMS or link to website, or a call 
back must be used to give any additional detailed 

terms and conditions.  Mobile number must 
service as the certi�cate/policy number for 
instance and customer should be noti�ed to use 
the same at the time of claims.
4. Product Features & Submission - following 
issues were highlighted about provisions  
pertaining to product features and submission;

A. Provision 4(1) states that, ‘Every insurer shall 
be subject to the �le and use procedure with 
respect to �ling of microinsurance products or as 
may be prescribed by the Commission.’ 
Providers are of the view that some 
microinsurance products are simpler re-packaged 
versions of their conventional products (e.g. 
accidental death riders) being sold to low-income 
persons. It is not feasible that each product is �led 
separately with the regulator, hence, there should 
be an allowance to �le riders (add-on bene�ts) for 
microinsurance business (as a onetime case) with 
the regulator and onwards just re-price the riders 
and re-package them as microinsurance products. 
On an incremental basis, an insurer may �le a 
product with the Commission to the extent of: 
• Seeking approval on an agency agreement as per 
which an existing rider is to be marketed through 
an agent
• Seeking approval on marketing material used for 
a rider which has already been �led.
• Filing of a product which has signi�cantly 
di�erent terms and conditions as opposed to the 
rider which was originally �led.
B. With respect to In case of Section 4(6) 4 
subsection 6, �ling of marketing material should 
only be required beyond the pilot period (if 
implemented) or if the product has reached 
certain numbers. 

5. Intermediation – training requirements for the 
microinsurance agents as set forth in Provision 
5(4) is too onerous for the providers. �e 
provision requires that the agents undergo a 
training program of no less than 20 hours. 
Considering that most of the microinsurance 
products are being sold through MFIs and MFBs 
operating in remote areas of Pakistan.  Trainers of 

MFIs and MFBs can be trained to give 
subsequent training to their sta� but even in that 
case, duration of training should hardly be of 
half-day. With products being simpli�ed and 
there being hundreds of potential individuals to 
act as insurance intermediaries, it is not possible 
to undertake a 20-hour training for each agent. 
�e simple/pre-underwritten nature of the 
products means that 5 hour training (lesser for 
certain products) should su�ce followed by a test 
paper and marks allotted.

6. Regulatory Reporting & Information 
Sharing – Provision 11(3) of the MI rules states, 
“Every year on or before the 30th day of April the 
insurer shall submit post-pro�ling assessment of 
the microinsurance product as �led earlier under 
the �le and use procedure in a manner as may be 
prescribed by the Commission.”
With the Financial Condition Report already 
commenting on the implications of 
microinsurance business for the company and 
microinsurance returns also being �led separately 
with the Commission, the �ling of post-pro�ling 
assessment for microinsurance products is 
redundant and onerous for insurers. �e 
Commission needs to consider minimizing time 
allocation on meeting regulatory requirements on 
the business. Such compliance increases 
overheads and reduces the feasibility of doing 
microinsurance business from an Insurer’s 
viewpoint.

3.3.2   Insurance Bill 

In a bid to strengthen the regulatory frameworks 
for insurance and to align it against the 
International Association of Insurance 
Supervisors’ (IAIS) Insurance Core Principles 
(ICP), SECP approved an insurance bill in 2017. 
�e proposed bill, aims to take the industry 
towards a risk-based supervisory regime to tackle 
the entity based and systemic risks. 
For microinsurance industry, this bill is of great 
signi�cance as its one of the proposed reforms is 
introduction of dedicated microinsurance 
companies. Additionally, the bill contains 

provisions citing regulations for local and foreign 
reinsurance businesses, which will lead to 
enhanced local capacity. 
�e bill is currently pending with the National 
Constituent Assembly, awaiting approval.  
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�is chapter summarizes the current regulatory 
framework relevant to microinsurance in 
Pakistan, analyzing the implications of the current 
regulatory context for the development of 
inclusive microinsurance markets in the country.

3.1   Institutional Landscape 

Securities and Exchange Commission of Pakistan 
(SECP) is the apex regulatory and supervisory 
body for the insurance industry in Pakistan. 
Created under the Securities and Exchange 
Commission Act, 1997, SECP is tasked with the 
supervision of capital markets, non-banking 
�nancial sector, private pensions and insurance 
companies. SECP regulates the insurance 
industry through a specialized insurance division, 
guided by the Insurance Ordinance 2000 and 
Companies Ordinance, 1984. 
Other than SECP, Ministry of Commerce 
(MoC) also performs a supervisory role for the 
insurance sector in limited capacity. MoC has an 
assigned ownership role in the state owned 
insurers, i.e. State Life Insurance Corporation 
(SLIC), National Insurance Company Limited 
(NICL) and Pakistan Reinsurance Company 
Limited (PRCL) and has the in�uencing power 
on government’s insurance speci�c policies21.
 3.2   National Financial Inclusion 
Strategy
Despite having a thriving �nancial sector, 
Pakistan, in comparison to its global and regional 
counterparts, lags behind in access to �nance to 
the masses. 
To drive the agenda of �nancial inclusion 
forward, State Bank of Pakistan envisaged 
National Financial Inclusion Strategy (NFIS) in 

2015, after a collaborative process with the rest of 
the industry stakeholders. �e strategy aims to 
increase the access to formal �nancial services up 
to 50 percent of adult population by Year 2020. 
Insurance has been deemed a priority area under 
the NFIS and a designated technical committee 
for insurance has been established at the NFIS 
secretariat with the objective to drive the sector 
towards a more inclusive and responsible culture, 
especially towards the low-income strata of 
society. 
To propel the insurance industry forward, NFIS 
has proposed following measures in its action 
plan;
1. Reforming the insurance laws/regulations as 
necessary, reenergizing the public insurance 
companies, corporatizing and formalizing Postal 
Life Insurance
2. Introducing an equitable and fair taxation 
regime after negotiation with SECP, Ministry of 
Commerce (MoC) and Ministry of Finance 
(MoF)
3. Strengthening minimum capital requirements 
for insurance companies 
4.  Running nationwide awareness program 
highlighting the role and importance of various 
�nancial products including insurance

3.3   Laws and Regulations 

�e Insurance Ordinance, 2000 is the primary 
insurance law in Pakistan, regulating all insurance 
activities. �e law sets out provisions de�ning 
insurance, statutory funds, roles and 
responsibilities of actuaries, solvency 
requirements, audit requirements, market 
conduct, o�enses and penalties, reinsurance 
arrangements among others. 

17 State bank of Pakistan Branchless Banking Newsletter, Quarter 4, 2017 
18 SECP Annual Report 2017 
19 Ibid
20 SECP Annual report 2017
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In addition to aforementioned legislation, SECP 
periodically circulates and promulgates rules and 
guidelines for the insurance sector. While rules 
are mandatory, guidelines tend to be informative 
rather than prescriptive. �e process of 
introducing new rules and regulations is tedious 
with �nal approval needed from SEC Policy 
Board.  

Since taking over the insurance sector, SECP has 
greatly advanced the regulatory regime around 
insurance, introducing a series of insurance 
reforms/regulations, latest of them being; 
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�is chapter summarizes the current regulatory 
framework relevant to microinsurance in 
Pakistan, analyzing the implications of the current 
regulatory context for the development of 
inclusive microinsurance markets in the country.

3.1   Institutional Landscape 

Securities and Exchange Commission of Pakistan 
(SECP) is the apex regulatory and supervisory 
body for the insurance industry in Pakistan. 
Created under the Securities and Exchange 
Commission Act, 1997, SECP is tasked with the 
supervision of capital markets, non-banking 
�nancial sector, private pensions and insurance 
companies. SECP regulates the insurance 
industry through a specialized insurance division, 
guided by the Insurance Ordinance 2000 and 
Companies Ordinance, 1984. 
Other than SECP, Ministry of Commerce 
(MoC) also performs a supervisory role for the 
insurance sector in limited capacity. MoC has an 
assigned ownership role in the state owned 
insurers, i.e. State Life Insurance Corporation 
(SLIC), National Insurance Company Limited 
(NICL) and Pakistan Reinsurance Company 
Limited (PRCL) and has the in�uencing power 
on government’s insurance speci�c policies21.
 3.2   National Financial Inclusion 
Strategy
Despite having a thriving �nancial sector, 
Pakistan, in comparison to its global and regional 
counterparts, lags behind in access to �nance to 
the masses. 
To drive the agenda of �nancial inclusion 
forward, State Bank of Pakistan envisaged 
National Financial Inclusion Strategy (NFIS) in 

2015, after a collaborative process with the rest of 
the industry stakeholders. �e strategy aims to 
increase the access to formal �nancial services up 
to 50 percent of adult population by Year 2020. 
Insurance has been deemed a priority area under 
the NFIS and a designated technical committee 
for insurance has been established at the NFIS 
secretariat with the objective to drive the sector 
towards a more inclusive and responsible culture, 
especially towards the low-income strata of 
society. 
To propel the insurance industry forward, NFIS 
has proposed following measures in its action 
plan;
1. Reforming the insurance laws/regulations as 
necessary, reenergizing the public insurance 
companies, corporatizing and formalizing Postal 
Life Insurance
2. Introducing an equitable and fair taxation 
regime after negotiation with SECP, Ministry of 
Commerce (MoC) and Ministry of Finance 
(MoF)
3. Strengthening minimum capital requirements 
for insurance companies 
4.  Running nationwide awareness program 
highlighting the role and importance of various 
�nancial products including insurance

3.3   Laws and Regulations 

�e Insurance Ordinance, 2000 is the primary 
insurance law in Pakistan, regulating all insurance 
activities. �e law sets out provisions de�ning 
insurance, statutory funds, roles and 
responsibilities of actuaries, solvency 
requirements, audit requirements, market 
conduct, o�enses and penalties, reinsurance 
arrangements among others. 
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In addition to aforementioned legislation, SECP 
periodically circulates and promulgates rules and 
guidelines for the insurance sector. While rules 
are mandatory, guidelines tend to be informative 
rather than prescriptive. �e process of 
introducing new rules and regulations is tedious 
with �nal approval needed from SEC Policy 
Board.  

Since taking over the insurance sector, SECP has 
greatly advanced the regulatory regime around 
insurance, introducing a series of insurance 
reforms/regulations, latest of them being; 

Table 4: Microinsurance Products as reports by participating insurers

22 Microinsurance Diagnostic Study, 2012
23 Companies who participated in the survey include: EFU Life, Jubilee Life, IGI Life, Alfalah General Insurance,
    Century Insurance, Asia Insurance, Pak-Qatar Takaful, Adamjee Life. State Life Insurance Company also participated in the study,
    however, considering it’s a government funded initiative falls under the category of social protection rather than microinsurance and
    no costs are incurred by the target client, quantitative stats from the survey have been omitted from the study 

Pakistan’s microinsurance industry has grown 
steadily in recent years, however, penetration and 
density rates remain low, lagging behind regional 
averages. As of Q1 2018, Pakistan had 7.9 Million 
policy holders22. 
However, it is important to note that there is no 
one agreed upon de�nition of microinsurance in 
Pakistan. Insurance companies are employing 
di�erent de�nitions and criteria of what 
constitutes microinsurance within their existent 
portfolios. While some insurance companies are 
of the view that microinsurance products are the 
ones exclusively targeting the low-income market, 
others are of the view that the term 
microinsurance is applicable to any low-cost 
products, regardless of their design or their target 
audience. Many insurance companies tend to 
repackage their commercial insurance products as 
microinsurance by lowering the premium prices 
and sum insured. 
Although SECP’s de�nition speci�es that 
microinsurance products must be designed 
bearing in mind their target population and their 
processes and conditions must be designed 
keeping government speci�ed income caps in 
mind (Microinsurance Rules, 2014), primary 

research done under the scope of this study shows 
that in Pakistan’s microinsurance industry, the 
regulatory de�nition is not being enforced or 
followed in any substantial manner. In fact, not 
one product has been registered with SECP as a 
microinsurance product.
Additionally, for most of the insurance 
companies, their microinsurance portfolio 
constitutes a very small portion of their total 
business and they do not have separate reporting, 
monitoring and management for this segment of 
business. 
All these factor combined, complicates any 
estimation of microinsurance penetration in 
Pakistan, making an industry wide analysis 
di�cult.

4.1 Current Microinsurance Products
As speci�ed in the study methodology, for the 
purpose of this project, 9 insurance companies 
were interviewed/surveyed, (6 Life insurance 
companies, 3 general insurance companies)23.  
In 2017, the participant companies o�ered a total 
of 16 products targeting low-income clientele 
(Table 4). 
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Pakistan

SR#

1
2
3
4
5
6
7

Insurance Type Number of Products 

Health
Life (Non-Credit)

Credit Life
Crop Insurance 

Livestock Insurance
Personal accident

Savings Plan

3
5
4
1
1
1
1



24 Protecting the Poor; A Microinsurance Compendium Volume II, 2012

By far the most common products o�ered by 
commercial insurers are life products. In Pakistan 
these include: 
• Credit-Life covers designed to pay o� a 
borrower's debt in case of the borrower’s death or 
permanent disability. 
• Personal Accident policies pay out lump-sum 
bene�ts to the policy holder in case of primary 
client’s death or permanent disability in an 
accident. 
•  Term-life products designed to pay a bene�t in 
the event of the death of the insured during a 
speci�ed term. In Pakistan, these products are 
usually linked to credit services or mobile 
wallets/top-ups etc. Stand-alone covers are not 
common, owing to the distribution channel used.   
• Health products paying for medical related 
expenses, mostly hospitalization and child 
delivery charges.

11 out of the 16 reported products were found out 
to be mandatory and/or tied with another 
product, either a loan (in case of credit life or 
health) or cell phone usage/top-ups/mobile 
wallets (in case of products being o�ered in 
tandem with branchless banking networks).
A. Features 
Premiums of these products were reportedly low, 
ranging from PKR. 65 to PKR. 1000 per year for 
various products. �e sums insured on credit life 
products also varied greatly, from as low as 
payment of PKR 5000 for funeral expenses after 
writing o� the debt (in case of credit life) to PKR. 
200,000 for some life bene�ts. 
�e Microinsurance Rules 2014 framework 
indicates maximum sums insured not exceeding 
PKR. 375,000 per year for term life products and 
PKR. 225,000 for family life insurance. 
Interestingly, although the products mapped by 
this study are not registered under the regulations, 
they do fall under the said benchmarks. 
B. Commissions 
Commissions paid to the partner distributing 
channels were found out to be as low as 4 percent 
of the total premiums collected and went up to as 
high as 50 percent of the total premiums collected 

for some of the products. According to insurance 
companies, high commissions demanded by the 
MFPs acting as distributors are a major obstacle, 
rendering the products expensive and risky for the 
insurers. 
Considering that none of the participating 
insurers have specialized departments or separate 
reporting lines for the microinsurance products, 
an estimation of the administrative costs was 
rendered incomplete, making it di�cult to 
understand the costs incurred and pro�tability for 
o�ering the said products. However, all the 
products with the exception of two were reported 
to be pro�table for o�ering entities in year 2017.  
C. Product Sophistication and Diversity in 
Pakistan 
According to the product evolution trajectory as 
explained by ILO Innovation Facility, an 
insurance market of any said country typically 
goes through three stages; phase I involves 
simpler products with higher density of credit life 
products, often mandatory and/or bundled with 
other �nancial instruments and are o�ered 
through micro�nance providers. Phase II of the 
trajectory transpires in the form of more 
sophisticated products which are voluntary as 
opposed to being mandatory and use of new and 
advanced distribution channels involving 
technology. Last and third phase of evolution 
entail more complex products encompassing 
agriculture and health domains and multiple 
parties involved in distribution of the said 
products24 (Figure 2).
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Figure 3: Phases of Microinsurance Development

As per the ILO’s Innovation Facility, Pakistan is 
still at the �rst phase of product development, 
showing some features of phase II and phase III 
as well, which is promising and indicative of the 
fact that a transition to higher stages of 
development may not be too di�cult, provided 
with a conducive regulatory environment and 
committed leadership.

4.2 Claims Ratios
According to the global industry good practices a 
claim ratios of above 50 percent is indicative of 
product relevance for the target market and client 
satisfaction. However, in case of Pakistan, the 
claim ratios were found out to be very low as 
compared to traditional insurance (as low as 0.15 
percent for a few products). On an average, most 
of the products reported to have a claim ratio of 
around 7 percent.   
Traditionally, low claim ratios can be attributed to 
following factors; a) clients attach relatively little 
value to the product, i.e. it is not providing them 
with adequate protection, b) claim �ling process is 
too tedious and complicated for the end client, or 
c) the clients are not aware of their rights and 
processes involved. 

4.3 Distribution Channels
 
Empirical literature suggests that during phase I, 
micro�nance providers tend to be a typical 
distributor for microinsurance products owing to 
its outreach and work experience with 
low-income households. Pakistan is no di�erent 
with more than half of the participating insurers 
working with the MFPs (Figure 3) to extend their 
microinsurance products (8 out of 16 products 
mapped were being o�ered through MFPs). In 
fact, most of the participants consider 
micro�nance clients as their target market, using 
the MFPs clients’ base as a proxy for low-income 
population. 
In this model, MFPs’ sta� acts as the 
microinsurance agent, marketing, selling and 
managing the product on the insurance company’s 
behalf.  Although the MFPs make for an ideal 
distribution channel owing to its extensive and 
ever expanding network in Pakistan; half of the 
participants were of the view that commissions 
demanded by the MFPs tend to be very high, 
making it di�cult for them to reach a workable 
agreement, considering the insurance company 
remains the sole risk carrier in the partnership. 
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Figure 4: Dominant distribution channels in Pakistan

Dominant Distribution Channels in Pakistan  
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As per the ILO’s Innovation Facility, Pakistan is 
still at the �rst phase of product development, 
showing some features of phase II and phase III 
as well, which is promising and indicative of the 
fact that a transition to higher stages of 
development may not be too di�cult, provided 
with a conducive regulatory environment and 
committed leadership.

4.2 Claims Ratios
According to the global industry good practices a 
claim ratios of above 50 percent is indicative of 
product relevance for the target market and client 
satisfaction. However, in case of Pakistan, the 
claim ratios were found out to be very low as 
compared to traditional insurance (as low as 0.15 
percent for a few products). On an average, most 
of the products reported to have a claim ratio of 
around 7 percent.   
Traditionally, low claim ratios can be attributed to 
following factors; a) clients attach relatively little 
value to the product, i.e. it is not providing them 
with adequate protection, b) claim �ling process is 
too tedious and complicated for the end client, or 
c) the clients are not aware of their rights and 
processes involved. 

4.3 Distribution Channels
 
Empirical literature suggests that during phase I, 
micro�nance providers tend to be a typical 
distributor for microinsurance products owing to 
its outreach and work experience with 
low-income households. Pakistan is no di�erent 
with more than half of the participating insurers 
working with the MFPs (Figure 3) to extend their 
microinsurance products (8 out of 16 products 
mapped were being o�ered through MFPs). In 
fact, most of the participants consider 
micro�nance clients as their target market, using 
the MFPs clients’ base as a proxy for low-income 
population. 
In this model, MFPs’ sta� acts as the 
microinsurance agent, marketing, selling and 
managing the product on the insurance company’s 
behalf.  Although the MFPs make for an ideal 
distribution channel owing to its extensive and 
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participants were of the view that commissions 
demanded by the MFPs tend to be very high, 
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Most of the products o�ered through branchless 
banking networks were bundled products, 
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maintains a certain balance in his/her mobile 
wallet. 
�e government-owned insurance company, State 
Life Insurance Company (SLIC), manages its 
government sponsored microinsurance project 
through NGOs, Rural Support Programs (RSPs) 
and other Community based organizations 
(CBOs).  

4.4 Use of Technology 

Introduction and usage of technology based 
solutions is crucial in microinsurance sector, if 
outreach is to be expanded while driving down 

the cost. However, in Pakistan, the use of 
technology, by and large remains minimal. While, 
some of the interviewed insurers are using mobile 
phone for all phases of a product cycle, i.e. 
enrolments and sales as well as premium 
collection, majority of the providers still rely on 
paper forms for their operations. A few insurance 
companies use advanced software for data sharing 
with their partners and streamlining their 
operations and for customer service and 
complaint resolution, call centers are being widely 
employed. 
Considering the high mobile phone penetration 
rates in Pakistan and expanding branchless 
banking business, this may be used as a conduit of 
driving microinsurance forward. A few 
microinsurance providers expressed their interest in 
using digital payment platforms currently being 
developed in Pakistan, hoping that it will be a game 
changer for Pakistan’s micro�nance industry. 
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Figure 5: Market perceptions regarding microinsurance clients

Market Perceptions Regarding Potential
Microinsurance Clients 

4.5 Market Perceptions of 
Insurers
As part of the survey, Insurance companies were 
also surveyed about their perceptions about the 
existent demand, regulatory regimen and market 
infrastructure vis-à-vis microinsurance in 
Pakistan.

4.5.1 Perceptions Regarding Potential 
Microinsurance Clients 

Majority of the participants were of the view (6 
out of 9) that the potential microinsurance client 
is not aware of the very concept of the 
microinsurance as well as its bene�ts and available
options in the market. Most of the participants 

interviewed made a distinction between the 
demand and need, asserting while the need for 
microinsurance is certainly there, the demand is 
low (5 out of 9 participants), owing to lack of 
awareness (Figure 4). 
Mixed reactions were found out on the question 
of purchasing power of the targeted clients and 
subsequent a�ordability of these products, with 
half the participants stating that the target market 
has the marginal ability to a�ord the products 
while half of them stating that it remains low and 
is dependent on geographical context.

22 Microinsurance Diagnostic Study, 2012 
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Figure 6: Market perceptions relating to providers

Market perceptions relating to providers

4.5.2 Perceptions Regarding 
Microinsurance Providers

On the �ip side of the spectrum, talking about the 
interest and willingness among the insurance 
companies to serve the low-income target market, 
majority of the participating providers were of the 
view that interest and willingness to experiment 
among the providers remains low (Figure 5) as 
nobody is willing to take risks in a relatively virgin 
market and bear the cost of innovation. Although 
the potential for growth, is great, they maintained, 
every provider is waiting for the industry to 
mature or for favorable market conditions before 
venturing in this market. 

Absence of market leaders and high operational 
costs (be it the leading providers or the Insurance 
Association of Pakistan) were also considered a 
few factors explaining low interest among the 
providers. 
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4.5.3 Perceptions Pertaining To Supporting 
Environment

Regarding their perceptions about various facets 
of market infrastructure and supporting 
environment, majority of the participants (7 out 
of 9) were of the view that Pakistan is going 
strong on the front of distribution channels owing 
to an extensive network of micro�nance providers 
as well as a thriving branchless banking network 

(Figure 6). 
However, there was a unanimous agreement 
among the participating entities (8 out of 9) 
regarding lack of reliable and centralized demand 
side information like actuarial tables, rendering 
product development a risky and tedious process. 

While the support by SECP, the regulating 
agency was deemed marginal at best, more than 
half of the participants (5 out of 9) were of the 
view that support from Insurance Association of 
Pakistan (IAP) remains weak. 
While there are no local o�ces of international 

reinsurers in Pakistan, interviewed insurers were 
of the view that �nding reinsurance opportunities 
for microinsurance products is not a problem 
since all bigger insurance entities have linkages 
with reputable international reinsurers.
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Figure 8: Potential Accelerators

4.5.4    Potential Accelerators

On the question of potential game changing 
factors, majority of the participants asserted that 
market education and �nancial literacy e�orts for 
the clients (5 out of 9) will propel the industry 
forward, as a burgeoning demand will push the 
providers to innovate and supply. 
Favorable regulations, capacity building of the 
supporting institutions (like SECP and IAP) 
improved and better negotiated terms with the 

distribution channels and IT systems speci�c for 
microinsurance were deemed some of the other 
potential accelerators for Pakistani industry 
(Figure 7).

4.6 Government sponsored 
microinsurance and social 
protection programs
�e Pakistani government is cognizant of the 
important role insurance can play in protecting 
the vulnerable segments against any potential 
economic shocks. It has set up a range of social 
protection schemes designed to provide various 
forms of risk coverage to the poor. While, these 
schemes are titled as microinsurance, since the 
end client does not pay a premium and it is fully 
sponsored by the government, they fall under the 
category of social protection rather than 
microinsurance. Moreover, most of these 
programs are geared towards population falling 
below the poverty line, who in any case are below 

the scope of microinsurance. 
Some of the major insurance/social protection 
schemes administered by the government are:
1. Prime Minister’s National Health Program – 
administered through SLIC, is a federal 
government’s social protection initiative designed 
to provide indoor health coverage for the families 
with a poverty score of 32.5 and below. Under the 
program, as of Q1 2018, 3.1 million families were 
given the coverage in 41 districts across Pakistan. 
�e program o�ers two packages, 
A) Secondary Care Package – which provides a 
coverage of PKR. 50,000 per family per year for 
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various medical emergencies and surgical 
expenses including maternity related services. It 
also covers the cost of follow-up examinations as 
well as transportation to and from the medical 
facility. 
B) Priority Disease Package – this package 
provides a family unit coverage of PKR. 25000 per 
year per family for priority diseases (heart 
procedures, diabetes, burns and accidents. 
Dialysis, chronic infections, organ failure, chemo) 
treatments. 
Under the PMNHP program, there is no cap on 
the number of family members covered under the 
policy and all pre-existing conditions are also 
covered. Both the packages are cashless, i.e. the 
bene�ciary doesn’t get any cash back and no 
co-pay is required. 
�e program is run in partnership between the 
federal and provincial governments, with the 
provincial government funding premiums for the 
secondary care package and federal government 
providing funds for the premiums for priority 
diseases package. Currently, the program is 
planning to add the Out-Patient services in the 
packages as well25. 
2. Sehat Sahulat Program – is also a health 
insurance initiative introduced by the KP 
government and managed by SLIC. Under the 
program, 1.5 million households with the poverty 
score of 32.5 and below have been enrolled across 
the province (household membership is capped at 
8 individuals). �e KP government pays the 
insurance agency a premium of PKR. 1499 per 
household and in turn the families are provided a 
cover of PKR. 240,000 per household and PKR. 
300,000 per household under the secondary care 
package and tertiary care package respectively. In 
addition to the in-patient treatment expenditures, 
the packages also include a wage replacement 
bene�t of PKR. 250 per day, maternity 
transportation bene�t of PKR. 1000 and Burial 
expenditure bene�t of PKR. 10,000. As of Q1 
2018, the program reports 86,370 hospital 
admissions under the program. �e program was 
said to exhibit a satisfactory performance as per 
review by German Development Agency (GIZ), 

however, future �nancial viability of the program 
was �agged as a concern. 

3. Social Health Program Giligit Baltistan – has 
been launched by the government of Gilgit 
Baltistan in collaboration with the German 
Development Bank KfW. �is program  is also a 
microhealth insurance scheme covering the cost 
of in-patient care, including surgery and 
maternity care. �e program is designed with 
family as its unit of analysis, with households with 
16.19 on PMT BISP score card. So far 5336 HHs 
have been enrolled in the program in Gilgit 
District (total insured population coming to 
35622 individuals with average 7 persons per 
household). �e programs provides a cover of 
PKR. 175,000 per household per year and 
operates on a cashless model similar to PMNHP. 
No pre-existing conditions are excluded nor there 
is any age restriction.  

4. Punjab Crop Insurance Scheme – Recently, 
Punjab Government of Pakistan has launched a 
Crop Insurance (Takaful) scheme for small scale 
farmers. According to the scheme, small scale 
farmers with up to 5 acres of land will get 100% 
subsidy on the insurance premium from the 
government, while medium scale farmers (with 
landholdings between 5-25 acres) will receive a 
50% subsidy on the insurance premium. �e 
insurance scheme will be based on the Area Yield 
Index Model and is set to be piloted in 4 districts 
of Punjab for Kharif season 201826.

Favourable 
Regulations

Improved terms
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distribution 
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Client education
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25 Prime Minister’s National Health Program, Project Update. Presentation
by program director Dr. Faisal Rifaq
26Announcement on Agricultural Department, Government of Punjab  
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Recommendations and 
Conclusion

5
While Pakistan’s microinsurance industry has 
come a long way, it still remains in the �rst phase 
of industry development, o�ering only a handful 
of products at low penetrations rates. 
Pakistan’s geographic and socioeconomic context 
presents with an enormous potential for the 
industry to grow considering a large segment of 
population falls in the vulnerable category and 
with right interventions, the desired momentum 
can be garnered. 
To help the further growth of responsible 
microinsurance in Pakistan, all members of the 
value chain should be actively involved in 
designing a road map. �is requires a debate and 
analysis platform involving all stakeholders, and 
not just the insurance industry. Insurance 
Association of Pakistan, has fallen short, so far, to 
provide such a platform. Pakistan Micro�nance 
Network’s Inclusive Insurance Center, may act as 
the unifying forum, where the following 
recommendations may be examined and 
advocated for. Currently, the Center’s 
membership is limited to Insurance Companies 
and MFPs, but moving forward, the Center’s 
Core Committee should include other 
distribution channels like Branchless Banking 
Networks, Telecommunication Operators, 
representatives from the regulator, Ministry of 
Finance and Ministry of Commerce.  
�ese recommendations are being put forth after 
analyzing the present development stage of the 
microinsurance market, its needs and the various 
opportunities that are still available. �ese 
recommendations are presented below by line of 
intervention together with the types of 
interventions that may be necessary to put them 
into practice: 

1. Introducing Incentives for the 
Insurance Entities 

Considering that the microinsurance industry is 
still in nascent stages, there is a need to introduce 
a set of incentives to insurers, encouraging them 
to o�er products targeting low-income 
population. Without such encouragement, it will 
be very di�cult to attain the goal of all-inclusive 
insurance, considering most of the insurance 
companies already have well established client 
base with corporate entities. Reaching out to 
low-income entities, especially in a context 
fraught with lack of reliable information, is a risky 
and expensive venture, which not many insurance 
companies are willing to take, unless operating 
with a strong social goal. Having said that, it is 
essential to o�er greater incentives to 
microinsurance so Pakistani industry will be 
encouraged to o�er such products, such as tax 
relaxations. 

2. Revised and Relaxed 
Regulations 
As elaborated upon in chapter 3, SECP’s 
Microinsurance Regulations 2014, have not been 
successfully implemented owing to complex 
stipulations. Adoption of an appropriate and 
operational de�nition of microinsurance, practical 
enough for the insurers, should be the �rst line of 
action. An ideal de�nition should be simple, with 
a straightforward criteria list that SECP can 
monitor with ease. In addition to microinsurance, 
a �eld of action of low-cost mass insurance may 
also be introduced. Instead of utilizing 
quantitative criteria, qualitative indicators 
focusing on product characteristics may be 
introduced (e.g. product is designed keeping the 
potential risks of target population in mind, 
a�ordable premiums, ways and frequency of 
premium payments, simpler contracts and 
processes, accessibility through particular delivery 
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channels already serving low-income population, 
easier and faster repayment pathways).
Secondly, documentation requirements 
surrounding contracts and training requirements 
for the microinsurance agents were found out to 
be stringent for an industry in its early stages. 
Minimum training requirements should be 
revised and a code of conduct for the 
microinsurance agents may be introduced with 
possible sanctions in case of violations.  Similarly, 
complex contractual requirements should be 
avoided, a simple marketing �yer with all key 
features of the products may be used to create 
awareness among the customers followed by a 
contract. 
A regulation determining immediate payment for 
microinsurance compensation is advisable and in 
line with a simple product design.
Regulations necessitating the insurers to provide 
detailed product level data to SECP should also 
be introduced.
 
3. Industry-side Demand Survey 
and Analysis
Lack of reliable demand side information was 
highlighted as one of the impediments in 
introducing microinsurance products by the 
insurers. Demand surveys analyzing the risks 
faced by the target population, their insurance 
needs and demands, will allow the insurers to 
match coverage and processes to the needs of the 
target population and add value for these clients. 
However, considering the high cost of conducting 
such information, the Inclusive Insurance Center 
at PMN can undertake as industry-wide analysis 
as second part of this study. 

4. Product Diversification
Right now, Pakistan’s microinsurance landscape is 
dominated by credit life insurance and health 
insurance products. Industry should make a 
concentrated e�ort to introduce innovative 
products catering to a diverse set of needs of the 
target population. Home damage insurance (not 
connected to home loans), insurance for small 

land and business owners, insuring their 
productive assets, insurance with savings 
component are a few ideas worth looking into.  

5. Follow-up and Product Evaluations 

Mechanisms for regular monitoring and 
evaluation of the products should be introduced 
to garner insights pertaining to client satisfaction 
and sustainability of products. As of now, none of 
the insurers o�ering microinsurance products 
have a reliable and regular client feedback 
mechanism or product assessment using social 
indicators built in their operations. 

6. Client Awareness and Education
All the industry stakeholders need to come 
together and help design a client awareness and 
education program, to encourage the knowledge 
about microinsurance, consumer rights and 
responsibilities, grievance handling mechanisms. 
Right now the claim ratios for the majority of 
products mapped, came out to be abysmally low, 
pointing towards gaps in consumer knowledge on 
how to �le the claim. Since most of the products 
being o�ered are mandatory/bundled, there is a 
chance that the clients are not fully aware of the 
product they are buying. 

7. Bridging the Gap Between 
Delivery Channels and Insurers 

while Pakistan has a thriving branchless banking 
network as well as an extensive web of 
micro�nance providers across Pakistan, reaching  
mutually agreeable terms of engagement with 
insurers remain a pain point. According to the 
insurance companies interviewed, distribution 
channels tend to charge a high commission for 
the services rendered, making it very expensive for 
the insurers to o�er the products. �ere is a need 
to bring the representative of delivery channels 
and insurers together at a platform and reach a 
consensus as to how to reach a workable solution 
in this regard. SECP, being the regulator can play 
an important role in this, supported by PMN’s 
Inclusive Insurance Center.
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