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ABSTRACT

Considering the growing role of the insurance protection function in a dynamic business environment,
the issue of efficient management and solvency of insurance companies is becoming a priority. The purpose of
this study is to identify the performance determinants of the insurance business. To achieve this goal, the authors
researched methodological aspects of assessing the financial performance of the insurance company in terms
of absolute and relative indicators of financial results. The authors consider that profit and profitability
indicators are important to give a quantitative and qualitative assessment to the financial management of
companies. The monographic method and the causal explanation were applied to concretize the model for
forming the overall financial result of the insurance company. The methodological approach in order to test the
hypothesis was made by adapting the factorial model for analysing the profitability of sales revenues to the
specifics of the insurance company's activity. Profit and profitability indicators play an important role in the
process of qualitative and quantitative evaluation of the company's financial management. The analyses
performed by the authors based on the public financial statements of the insurance company "Acord Grup" S4,
the reports of the National Financial Market Commission (NCFM) and the reports of the Romanian Financial
Supervisory Authority (FSA) highlighted the decreasing trend of profitability indicators of insurance companies.
In orderto react as quickly as possible and manage the given situation, the authors recommend to the managers
of the insurance companies to apply the factorial analysis models, in order to capture the determinants of the
profitability indicators of the insurance activity, which require an increased attention.

Keywords: insurance, profit, profitability, performance, factorial model, insurance portfolio.

Avand in vedere rolul crescand al functiei de protectie a asigurdrilor intr-un mediu de afaceri dinamic,
problema gestiondrii eficiente si solvabilitdtii societdtilor de asigurare devine o prioritate. Scopul acestui studiu
constd in identificarea factorilor determinanti ai performantei activitdtii de asigurdri. Pentru realizarea acestui
scop autorii au cercetat aspectele metodologice ale evaludrii performantei financiare a societdtii de asigurdri
prin prisma indicatorilor absoluti si relativi ai rezultatelor financiare. Autorii considerd cd indicatorii de profit
si rentabilitate sunt importanti pentru a da o apreciere cantitativd si calitativd gestiunii financiare a
societdtilor. Metoda monograficd si explicatia cauzald au fost aplicate pentru concretizarea modelului de
formare a rezultatului financiar global al societdtii de asigurdri. Demersul metodologic in vederea testdrii
ipotezei s-a realizat prin adaptarea modelului factorial de analizd a rentabilitdtii veniturilor din vdnzdri la
specificul activitdtii societdtii de asigurdri. Indicatorilor de profit si rentabilitate le revine un rol important in
procesul de evaluare calitativd si cantitativd a gestiunii financiare a companiei. Analizele efectuate de autori in
baza Situatiilor financiare publice ale societdtii de asigurdri ,Acord Grup” S.A., a rapoartelor Comisiei Nationale
a Pietei Financiare (CNPF) si a rapoartelor Autoritdtii de Supraveghere Financiard din Romdnia (ASF) au scos
in evidentd tendinta de descrestere a indicatorilor de profitabilitate a societdtilor de asigurdri. Pentru a
reactiona cdt mai promt si gestiona situatia datd, autorii recomandd managerilor societdtilor de asigurdri sa
aplice modele de analizd factoriald, pentru a surprinde factorii determinanti ai indicatorilor de rentabilitate ai
activitdtii de asigurare, care necesitd o atentie sporitd.

Cuvinte-cheie: asigurdri, profit, rentabilitate, performantd, model factorial, portofoliu de asigurdri.
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Yuumoieas pacmywyro poas yHKyuu cmpaxoeoti 3awumsl 8 AUHAMU4HOLL 6U3Hec-cpede, npob.iema
apekmusHO20  ynpasaeHUsT U NJAAMEHCECNOCOGHOCMU  CMpAaxoeblX KOMNAHUU — CMAaHOBUMCS
npuopumemHtoll. Lleavlo 0aHHO20 UCCAE008AHUST 518/155€MCsl  8blsiB/eHUe (PAKMOopos, onpedeasrouux
appekmusHocmv cmpaxogozo 6usHeca. [as docmuoieHuss 3moil  yeau asmopwvl  UCCA008aAU
Memo0o.102u4ecKue acnekmol 0YeHKU (PUHAHCOBbIX hoKazameell cmpaxoeotl KOMNAHUU NO A6COMAOMHbBIM U
OMHOCUMeEIbHbIM NOKA3ame/isiM (PUHAHCOBbIX pe3y.1bmamos. [lokasameau npubbLiu U peHmabeabHOCmu
8aJCHbI 0/151 KOAUYECNBEHHOU U KAYecmeeHHOU OYeHKU (UHAHCOB020 MEHeONCMeHmMda KOMNAHULL
MoHoepadpuveckuti Memod u NpUYUHHO-C/1Ie0CMBEHHAs C8513b OblLAU NPUMEHeHbl 0151 KOHKpemu3ayuu
Modeau ¢opmupogaHuss o6wezo @PUHAHCOB020 pe3ysbmama cmpaxoeoll KomnaHuu. /[las hposepku
aunomesbl aKmopHasi Modeab aHaIu3a JoXoOHOCMU 8blpy4KU om npodaxc 6bLia adanmupoeaHd K
cneyuguke desimebHOCMU CMPAX0B0U KOoMNAHUU. AHAaUmMu4eckue OaHHble N0 KOMNAHUSIM U N0 ompacau
6bL1U 06PA6OMAHbBI C UCNO16308AHUEM CPABHUMENbHO20 AHAU3M, MABAUYHO20 U 2paduyecko2o Memoaa.
[lokazamenu npubbLiu U PeHMAGEALHOCMU BaMCHbI 018 KO/IUYECMBEHHOU U KA4eCmBeHHOU OyYeHKU
@uHaHcoB020 MeHedHcMeHMa KOMNAHUU. AHA/U3, BbINOJHEHHLIU asmopamu HA OCHO8e NY6AU4HOU
¢duHaHcosoll omyemHocmu cmpaxosoti komnaHuu "Acord Grup” SA, a makice omuemos HayuoHnanbHoii
Komuccuu ho UHAHCOBOMY pbiHKY U OpzaHom no ¢uHaHcosomy Had3opy PymwviHuu (FSA) evissus
MeHOeHYU K CHUXCeHUl0 hokasamesell 3gdekmusHocmu cmpaxosvix Komnauul. 4mobbl sospemsi
peazuposams U ynpasasms cumyayueti, agmopvl peKoMeHAyrom MeHedxicepam CMmpaxosbiX KOMNAHUl
NpuUMeHsims Modeb PaKmopHO20 AHA/U3A, YMOo6bl 0Xeamums aKmopbsl, onpedesoujue nokasamenu
agpgpekmusHocmu cmpaxosoti dessmebHOCMU KOMNAHUU, KOMOopble mpebytom 006020 8HUMAHUSL.

Karouessle cnoe8a: cmpaxosaHue, npubblib, peHmabdesbHocmy, 3gdekmusHocms, BaKmMopHas
Modesb, cmpaxosoti hopmge.

INTRODUCTION

Insurance is considered one of the most important components of the financial market, thus
contributing towards the increasing of the efficiency of all areas of activity. The current conditions of
economic development and society determine special conditions with regard to the financial stability of
insurance companies as a strategic factor in the economic security of social reproduction, increasing
business activity and improving the investment climate.
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Figure 1. Dynamics of the number of insurance companies in RM and Romania, 2000-2019
Source: Elaborated by authors based on the reports of the National Commission for Financial Markets of
the Republic of Moldova and of the Romanian Financial Supervisory Authority [1]
https://asfromania.ro/publicatii/rapoarte-anuale/rapoarte-asf
https://www.cnpf.md/ro/rapoarte-anuale-6315.html
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Recently, we are witnessing an involution of the insurance market in the Republic of Moldova,
given that the management of companies has made changes in their development strategy. For
example, Aliance Insurance Grup JSC and Asito JSC together with other companies went through
reorganizations, which resulted in the restructuring of business processes, changes in shareholding
and the name of the company, but failed to overcome the financial difficulties. Therefore, in 2018, the
NCFM withdrew the activity licenses of these two companies.

We are witnessing a shrinking of the insurance market in the last two decades. Both in the Republic
of Moldova and in Romania the number of insurance companies decreased significantly (figure 1).

Such a conclusion also results from the dynamics of the main performance indicators specific to
the insurance field: the insurance degree of penetration and density. If the insurance density registered
a modest increase, then the downward dynamics of the degree of penetration in the last 6 years clearly
reflects the involution of this field with negative macroeconomic implications (figure 2).
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Figure 2. The evolution of the main performance indicators of the insurance field
in the Republic of Moldova (2000-2018)
Source: Elaborated by authors based on NCFM reports [2].

At the base of the performance indicators of the insurance field are the insurance premiums,
which, viewed individually at the level of the insurance company, represent a determining factor of
its performance. Insurance premiums determine the level of solvency, as by collecting premiums the
company supplies itself with liquidity. At the same time, insurance premiums represent a factor that
influences the size and quality of performance indicators (profit or loss).

In the context of the above mentioned, the research hypothesis was formulated: the financial
performance of the insurance company depends on the size of the premiums collected from the insurance
contracts and the compensation expenses.

This problem’ solving requires an appropriate methodological approach for the financial
performance indicators, which ensures an in-depth analysis of the profit-generating activities specific
to the insurance field.

LITERATURE REVIEW

In the authors’ opinion, at the present stage, both the analysts and managers of the insurance
companies in the Republic of Moldova, as well as in Romania pay a great attention to solvency and
liquidity indicators, considering the fact that management must be oriented towards sustainable
growth, which requires a periodical monitoring of the economic and financial situation. Such an audit
is performed with the methodological tools of the financial analysis specific to the insurance field. In
the specialized literature different methodological approaches to the financial analysis of the
insurance companies’ activity are described [3, Vacarel, I, BERCEA, F, 2006]. Most often they address
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the issue of financial solvency, the sufficiency of assets that form the reserves of the insurance
company. A complex analysis of the financial situation of the insurance company is recommended by
the National Association of Insurance Companies (NAIC). [GHINZURG A. 2006].

At the same time, to be considered rational, economic activities must generate profit. Profit is
perceived as a force that directs the market economy and is the raison d'étre of any economic entity,
being considered a gain that remunerates the basic, classic factors of production: capital, land and
labour.

According to the modern theory of financial management, the fundamental goal of any company
is to maximize the market value. The value of the company is perceived as an indicator of future
opportunities to increase its revenues. Given this aspect, in the strategic vision, the profitability
indicator can be considered an indicator that characterizes the degree of growth of the market value
of the insurance organization.

The methodological tools for assessing the market value of companies are largely based on
indicators of economic profit, free cash flow and their changes. Economic profit is interpreted as the
added value obtained by the company's owners over the value, they could achieve from optional
investment alternatives. Thus, a positive economic profit reflects the value creation and the efficient
use of capital. The positive net cash flow reflects the result of cash flows over a given period of time,
reflecting the excess when cash inflows exceed payments. The expected cash flows, discounted at a
discount rate that takes into account the risks of the organization, determine the market value of the
insurance company.

Each of the methods of estimating the market value has its advantages and disadvantages,
following which it is usually recommended to use a combination of them (for example, EVA, SVA and
CFROI) followed by a comparative analysis of the financial results [Tabar3, Vasiliu 2006; Copeland et
al. 2000]. When selecting an appropriate model for analysing the financial performance of the
insurance company, their growth strategy, current status and estimates of the evolution of the
business environment must be taken into account.

Many opinions emphasize the importance of the goal of profit maximization, but mention that
it should not be an end in itself, because the insurance company participates in the redistribution of
national income, not in its creation. The largest contribution to the financial result must come from
the investment activity. In addition, the established insurance reserves, being temporarily free
resources, are also becoming an important source of investment. The profit from the investment and
financial operations must have the largest share in the total amount of the profit. The investment
profit allows the insurance company to pay on time the indemnities, the extension of the activity, the
reduction of the insurance tariffs, etc. [Vaduva 2010]. Thus, the profit obtained from the investments
made on account of the reserves can be used to extend the insurance liability; reducing tariffs on
insurance products, and this contributes to increasing the competitiveness of the insurance company.

Profit as an indicator that fully expresses the efficiency of the insurance company's activities is
important, but only in base of profit indicators it is impossible to give an objective assessment of
success or decline in performance during that period, because the same amount of profit can be the
result of different activities of the insurer.

Some general conclusions on profitability derived from the analysis of the financial results’
indicators expressed in absolute terms lead to the idea that the efficiency of insurance companies in
the Republic of Moldova has a downward trend, confirmed by data on financial results in insurance
presented by the NCFM [NCFM] in the quarterly and annual reports. Thus, according to the cumulative
profit before tax indicator in the field at the situation from the end of 2019, the sector recorded losses
in the amount of 10,33 million lei. Out of 14 insurance companies in the Republic of Moldova, 6
insurers ended the financial year with losses. In the context of the above mentioned, we consider of
great actuality the approach to the issue of profitability management within insurance companies.

RESEARCH METHODOLOGY

Insurers, as subjects of entrepreneurship, manage a potential of resources, whose capitalization
has as main objective profit generation. We can speak of profit when the total income of the activity
of a company exceeds the total expenses, the profit representing the surplus of income over the
expenses made by the enterprise. Profit is often used as a measure of performance or as a basis for
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other indicators, such as profitability (activity, investment) or earnings per share. Profitability reflects
the company's ability to produce profit (positive result), reflecting in a synthetic form the efficiency
of its entire economic activity and is one of the expression forms of economic efficiency.

The financial result of the operational activity of the insurer obtained during the reporting
period, expressed in profit or loss, characterizes the success or failure/unsuccess of the activity in
terms of quality and quantity.

The general model of the formation of the insurance company’s financial result can be
represented in the following way:
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Figure 3. The general model of formation of the insurance company’s financial result
Source: Elaborated by authors based on the Financial Statements of the Board of Directors “Donaris
Vienna Insurance Group JSC and "Klassika Asigurdri” JSC; "Acord Grup” JSC, ,Euroins Romania
Asigurare-Reasigurare” JSC [8; 9; 10; 11].
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The above mentioned in figure 3 allow us to find that the interim financial results and the overall result
(the absolute indicators of financial performance) are formed progressively, based on a "cascading
succession” mechanism due to the continuous chain of operations (receipts of premiums, payments of
compensations, interest receivables from securities’ investment fees, payments of commissions to brokers,
etc.), that characterize the activity of the insurance company. The analysis of the financial results of the
insurance company is performed based on the elements included in the Profit or Loss Statement or the
Statement of the global result that summarizes the economic flows, respectively the expenses and revenues
of the management period, resulting from insurance, investment, financing and other activities.

If we refer to the efficiency of the financial management of the joint stock company, we consider that
the managerial performance indicator of the insurance company is nevertheless the net profit, which can be
presented in the following way:

Net result = Total revenues - Total expenditure (1)

Revenues = Net income from insurance / reinsurance activities + net income / investment gains + net
income / gains from financing (2)

Expenditure = Operating / operational expenses + net financing costs 3)

The formalized model (1) highlights that the positive financial result of the insurer's activities largely
depends on 2 basic components:

1) Netincome from underwriting insurance contracts;

2) Netinvestment income.

These, in turn, determine the size of other performance indicator of the insurance company - the profit
before tax.

The application in analytical practice of profitability indicators eliminates this disadvantage, a fact
confirmed by the studies conducted by Moskaleva E. [Moskaleva 2013]. Profitability indicators reflect the
efficiency of the establishment, distribution and capitalization of the financial resources of the insurance
company, i.e. the optimum of its financial result. Profitability is a synthetic form of expressing economic
efficiency, which reflects the ability of a company to obtain a profit or a benefit from the activity it carries out.
Profitability is measured by the ratio between the results (a profit indicator (gross, net, etc.) and the means
(resources or capital) used to obtain them [NBS]. In the process of analysing the efficiency indicators, it is
necessary to determine correctly from a methodological point of view the total amount of income and
expenses realized from the insurance, investment and other activities.

Thus, Moskaleva E. highlights the role of profitability indicators viewed through the prism of their
analysis by stakeholders [Moskaleva 2013]:

e A high level of profitability contributes to increasing the financial stability of the insurance
company (the risks associated with the possible non-fulfilment of obligations to pay damages are reduced);
the company is able to face a fierce competition in the insurance market;

o Profitability is of particular importance for owners (shareholders), because, when it increases, the
interest for investments in this insurance company increases, the share price increases, respectively the
objective of maximizing the market value of the capital invested by them is achieved;

o For entrepreneurs, a profitability indicator characterizes the attractiveness of a business in this
field, showing how insurance justifies investment expectations compared to alternative areas of capital
investment.

In order to correspond to the rigors imposed by the financial environment, the modern financial
management comes to the aid with specific management methods, tools and levers, oriented towards the
achievement of the object of activity in normal conditions of profitability. Normal conditions of profitability
are considered when the entity obtains a sufficient gain to continue operating under normal conditions and
corresponding to the degree of risk to which it is exposed. The main indicators of profitability, calculated on
the basis of the data of the public financial statements of insurers, can be systematized in the following three
categories:

1) indicators that characterize the efficiency of insurance activities and insurance operations;

2) indicators that characterize the efficiency of the insurer's investment activities;

3) indicators that characterize the return on invested capital (figure 4).
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Indicators of the insurance Indicators of the investment Indicators of the return
activity profitability activity profitability of the advanced capital
«Profitability of insurance *Return of investment *Return of assets
operations *Return of investment of Return of equity
*Profitability of the insurance/ insurance reserves «Profitability of permanent
operating activity capital
+Profitability of net assets

Figure 4. Categories of profitability indicators of insurance companies
Source: Elaborated by authors.

One solution to capture several aspects of profitability is to apply a complex indicator of
profitability. An example suggested by Moskaleva E. is based on an additive model (4), which reflects the
results of different activities on the basis of reporting - gross insurance premiums, which allows us to
estimate their contribution to the overall profitability of the insurance company of all subsystems, its
functions: insurance, investment and reinsurance [Moskaleva 2013]:

ROP-aS + RnetINV + RCR
PBS  PBS  PBS

Kg = (4)

Where:

Kz - the complex / integral coefficient of the profitability of the insurance company;

Ropas — the net result of insurance operations;

Rnetiny - the net result of investment activity;

Rcr - benefits or damages related to reinsurance contracts;

PBS - gross insurance premiums written during the period.

One of the performance indicators of the insurance company is the Return on Assets (ROA),
calculated according to relation (5) and shows the contribution of a Leu invested in assets to the formation
of profit. Along with the indicator "Return on Capital (ROE)", it is considered one of the most important
indicators of the activity of an insurance company, because it "...highlights the way in which managers of
society use the total resources of society (financial and real) to get profit”.

ROA = PLAH «100, )

Where:
ROA - assets rentability (Return on Assets);
Pnet - net profit;

A - the average annual value of the assets.

The assessments of the rate of return on assets allow comparisons with other insurance companies.
According to this profitability indicator, stakeholders are informed about the capacity of economic capital
to ensure its renewal and remuneration as a factor.

Relevant assessments regarding the level of profitability rate are given by correlating their value
with the existing averages in the branch or sector of activity. The average profitability of assets in the field
of activity "Financial and insurance activities" in 2016 was 3,9%, and in 2017 - 6,2%. In 2016, only 5
companies out of the 9 analyzed exceeded the average level of ROA in the given field of activity. In 2017,
only 3 insurance companies exceeded the level of 6,2% of the return on assets.

The rate of return on assets, in some situations is assessed in correlation with the evolution of the
inflation rate. A rate of return on assets above the inflation rate will be able to ensure the preservation of
the "economic substance” of the enterprise and even the renewal and growth of its economic assets, in the
shortest possible period.

An important qualitative indicator of the insurer's activity is considered the Profitability of the
insurance activity (6) which is of interest not only to the owners and administrators of the insurance
company, but primarily to external users: consultants, financial analysts, potential investors and
shareholders. External users have the opportunity to assess the profitability of the insurance company
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only on the basis of the public financial statements of the insurer, which they are required by law to
publish, in their capacity as public interest entities, one of the indicators being profit before tax. However,
considering that the profit before tax is an indicator expressed in absolute terms, the result obtained
"..does not always give the possibility to objectively assess the effectiveness of the operational activity
without resorting to profitability indicators." [Balanuta 2010]. The interpretation of this hypothesis with
reference to the insurance activity, allows us to conclude that the profitability of the insurance activity (R4)
is an indicator that reflects the performance of the management team, calculated as the ratio between
profit before tax and total income.

Ry = il %100,
VS (6)
Where: R4 - profitability of the insurance activity, %;
PI - profit before tax;
VS - income from underwriting insurance contracts;
PI = VS - ChE (Operating expenses) (7)

The change in dynamics of the profitability indicator of the insurance activity is important for
different categories of users, because it highlights a series of factors, which influence the resultant
indicator. Moreover, taking into account the free access to the financial statements of companies, we can
compare with other insurance companies operating in the market and their dynamic evolution.

RESULTS AND DISCUSSIONS

The factor analysis can determine the influence of a number of factors. In the present study we will
refer to the analysis of the profitability of the insurance company's activity through the prism of the
analysis of three factors:

e Changing the structure of the insurance portfolio;

e Modification of expenses related to the insurance activity;

e Changing the amount of insurance rates.

We will apply the factorial model (7) to analyse the profitability of the insurance activity based on
the Profit or Loss Account of the insurance company “Acord Grup” JSC for the period 2017-2018. The
initial data are presented in table 1.

Table 1

Initial data for the factorial analysis of the insurance activity profitability
in dynamics of the insurance company ,, Acord Grup” JSC

Conventional SEaiatls
Indicator — 2017 recalculated in the
conditions of 2017

Income from underwriting VS 58245,19 53754,0 55769,34
insurance contracts, thousand lei
Operating expenses, thousand lei ChE 45852,92 51543,37 47571,18
Profit before tax, thousand lei PI 8930,94 2210,63 10239,31
Profitability of the insurance Rus 15,33 411 18,36
activity, %

Source: Authors' calculations based on the Financial Statements of the Insurance Company " Acord Grup " for
the years 2017-2018.

The recalculation of the indicators of 2018 in the conditions of 2017 was made based on the
calculation methodology of the scientist V1. Balanuta [Balanuta 2010]. The following calculations were
performed to determine the influencing factors:

Recalculated profitability of the insurance activity [ (Rasrec):

_ VS, ~ChE,. ,,,_ 5375405154327

Rasrec =4,11%
VS, . 53754,0
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Recalculated profitability of the insurance activity II (Rasreci):
VS,.. —ChE,;, <100 — 53754,0-47571,18

R =
Asrecll VS 53754,0

In 2018, the profitability of the insurance activity of the insurance company “Acord Grup” JSC
increased by 3.03 p.p. The influence of the factors stated above is as follows:

Changing the structure of the insurance portfolio:

AR, () =411-1533=-1122p.p.

Modification of the expenses related to the insurance activity:

AR, (f,)=1150-411=+7,39p.p.

Changing the amount of insurance rates:

AR, (f;) =18,36 —11,50 = +6,86 p.p.

Verification: -11,2 +7,39 + 6,86 = +3,03

From the three factors stated above, we conclude that the change in the structure of the insurance
portfolio mitigated the increase in the profitability of the insurance business of the insurance company
"Acord Grup" JSCin 2018 compared to the previous year. Its negative impact determined a decrease of the
resultant factor by 11.22 p.p., and the other two factors had a positive influence.

In order to establish the influence of other indicators on the performance indicators of this
company, the authors deepened the analytical approach by determining the influence of changing the
structure of the insurance portfolio on another important indicator, which determines the company's
solvency - net premiums and represents the company's turnover.

Creating a sustainable portfolio is an important goal of the organization. The insurance portfolio
characterizes the financial reliability of the company. This is a set of contracts concluded for certain
amounts of insurance. In fact, it is a reflection of the company's obligations to customers. The degree of
responsibility of the structure within the adopted contracts depends on its size. In order to ensure the
sustainability of activities, it is reasonable to create an insurance portfolio with a large number of low-
liability transactions. The payment of compensation should not affect the company's financial situation.
The insurance portfolio is the main source of cash, and if the structure is poorly managed, it can cause the
organization to go bankrupt. Therefore, it is important to form and correctly distribute the risks and
liability in contracts. However, reinsurance services are not free. It is therefore necessary to assess the
economic efficiency of the transaction before it is concluded.

Asitresults from the Profit or Loss Account and the statement of other elements of the overall result
of the Insurance Company “Acord Grup” JSC, for the financial year ended December 31, 2018 the written
gross insurance premiums increased compared to the previous year by 7521,77 thousand lei. This
deviation was formed under the influence of the change of the following two factors:

1) number of insurance contracts;

2) the average premium received per contract.

The influence of each factor was analysed based on table 2.

=11,50%

rec

Table 2
Initial data and calculations related to the evaluation of the factors’ influence on the net
premium subscribed by the Insurance Company “Acord Grup

Absolute
Indicator deviation (+,-)

2017 2018
Number of insurance contracts concluded 71246 81095 +9849
The average premium received per one contract, lei 797,1 798,21 +1,1
Written net premiums, thousand lei 56789,92 64730,67 +7940,75
including, based on:
Increase in number of concluded contracts: 9849 x 797,1 +7850,65
Increase in average net written premium per one +8921
contract: +1,1 x 81095 !

Source: Authors' calculations based on the Financial Statements of the Insurance Company " Acord Grup
" for the years 2017-2018.
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The calculations show that the amount of net written premiums increased only due to the growth in
the number of concluded contracts, the increase being 7850 thousand lei. The amount of the average
premium received practically remained at the same level, respectively did not have a significant influence on
the change of the net amount of the subscribed premiums.

CONCLUSIONS

Given the conditions imposed by the competitive environment, but also by the supervisory bodies of
the non-banking financial market, the insurance company must have as basic objectives the assurance of the
profitability and liquidity necessary for a continuous activity. Respecting these fundamental objectives, the
insurance company will make enough profit to remunerate the owners and to compensate the insured if
necessary. Failure to meet the objectives of profitability and liquidity may condition a state of financial
imbalance, insolvency and non-compensation of policyholders in case of insured risks.

From the systematization of the methodological approaches for analysing the efficiency of the
insurance activity, we considered that an efficient financial management requires an integrated approach to
the profitability indicators, which can be achieved through factor analysis. This will allow managers to
determine the causes, the influencing factors and to make managerial decisions regarding the increase of the
efficiency of the activity and the financial performance of the insurance company.
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