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ABSTRACT: Efficiency in the insurance market is a critical determinant of financial 

stability, consumer welfare, and sustainable economic growth. As insurance markets become 

increasingly competitive and exposed to regulatory, technological, and macroeconomic 

pressures, the need for robust and comparable measures of efficiency has intensified. This 

article examines the stability of the Romanian insurance market within the European 

framework and key performance indicators used to assess efficiency in insurance markets, 

integrating financial, operational, underwriting, and market -based dimensions. The study 

synthesizes indicators commonly employed in academic literature and industry practice , such 

as expense ratios, claims ratios, combined ratios, profitability and productivity indicators.  
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1. INTRODUCTION 

 
Efficient insurance markets contribute to economic stability by allocating 

resources effectively, pricing risk accurately, and ensuring the solvency of insurers 
while maintaining affordable coverage for policyholders. Conversely, inefficiencies 
may lead to excessive costs, mispriced premiums, reduced market confidence, and 
systemic vulnerabilities. 

In recent decades, insurance markets have undergone significant structural 
changes driven by deregulation, globalization, technological innovation, and evolving 
consumer expectations. These developments have increased competitive pressure and 
amplified the importance of monitoring efficiency at both firm and market levels. As a 
result, researchers and practitioners increasingly rely on key performance indicators to 
evaluate how effectively insurers transform inputs, such as capital, labor, and 
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information, into outputs, including underwriting services, claims settlement, and 
financial returns. 

Efficiency in the insurance sector is inherently multidimensional. Traditional 
financial indicators, while essential, do not fully capture operational effectiveness, 
underwriting discipline, or market performance. For example, profitability ratios may 
mask inefficiencies in cost structures, while low expense ratios may coincide with 
inadequate claims management or poor service quality. Consequently, a 
comprehensive assessment of insurance sector efficiency requires a structured set of 
key performance indicators that collectively reflect financial soundness, operational 
performance, and risk management effectiveness. 

The objective of this article is to identify and systematize key performance 
indicators commonly used to assess efficiency in insurance markets. The study aims to 
provide an analytical framework that can be applied across different insurance 
segments and institutional contexts, in order to be relevant for insurers aiming to 
improve performance, and academics analyzing the determinants of efficiency and 
competitiveness in the insurance sector. 

 
2. THE STABILITY OF THE ROMANIAN INSURANCE MARKET WITHIN 

THE EUROPEAN FRAMEWORK 

 
Recent studies and supervisory assessments indicate that the European 

insurance sector have remained broadly stable overall. European insurance sector has 
demonstrated a considerable degree of resilience, particularly during the post-pandemic 
recovery period. Despite this resilience, macroeconomic conditions continue to 
represent a significant source of vulnerability for the sector. According to the risk 
dashboard published by European Insurance and Occupational Pensions Authority 
(EIOPA), macroeconomic risks, amplified by inflationary pressures and broader 
economic uncertainty, remain at a high level. In addition, risks related to digitalisation 
and cyber security have gained increasing prominence, reflecting the accelerating 
digital transformation of insurance activities (EIOPA Annual Report, 2021).  

With regard to the solvency of the EIOPA reports an improvement in the 
solvency position of insurance groups, while Solvency Capital Requirement (SCR) 
ratios for undertakings engaged in both non-life and life insurance activities have 
recorded a slight decline. 

The capital component of the stress-testing exercise confirmed that the main 
vulnerabilities of the insurance sector stem from market shocks, primarily driven by 
the decoupling between the risk-free interest rate and risk premia. By contrast, the 
liquidity component of the stress test indicated that liquidity risk appears to be a less 
significant concern than solvency positions, given insurers’ substantial holdings of 
liquid assets. 

From the perspective of the aggregated investment structure of insurance 
undertakings, it can be observed that, "both at the European and national levels, bonds 
represent the most significant asset class. Accordingly, in the fourth quarter of 2021, 
European insurance undertakings invested approximately 57% of their total investment 
portfolios in bonds, while insurers in Romania held an even higher share, with bonds 
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accounting for around 83% of total investments. These investment patterns reflect a 
predominantly conservative asset allocation strategy, aimed at supporting solvency and 
liquidity resilience under adverse market conditions" (www. asfromania.ro). 

The insurance penetration degree in GDP, calculated as the ratio between gross 
written premiums and gross domestic product, recorded significant values for France 
throughout the analysed period. In 2021, France registered the highest level (12.2%), 
followed by Germany (8.7%), Italy (8.1%), and Spain (5.4%). In the case of Romania, 
an upward trend in insurance penetration was observed in 2021, with the indicator 
reaching approximately 1.29% of GDP, compared to 1.15% in 2020. This increase in 
insurance penetration in Romania was driven by a significant rise in the volume of 
gross written premiums (www. asfromania.ro). 

Insurance density is an indicator that reflects the average amount spent by an 
inhabitant of a country on insurance products. In 2021, France ranked first with respect 
to this indicator, recording a value of EUR 4,478 per capita, followed by Germany 
(EUR 3,733 per capita), Italy (EUR 2,436 per capita), and Austria (EUR 2,213 per 
capita). In the case of Romania, insurance density amounted to EUR 161 per capita in 
2021, representing an increase of approximately 24% compared to the previous year.  

The expense ratio of insurance undertakings operating in the European 
Economic Area (EEA) for non-life insurance activities stood at 29% in 2021, without 
recording significant variations over the period from 2017 to the present. The claims 
ratio amounted to 66% in 2021, resulting in a net combined ratio of 95%. 

 

 
 Expense ratio 

 Claims ratio 

Source: EIOPA, (www.eiopa.europe.eu)&(www.asfromania.ro) 

 

Figure 1. Claims ratio and Expense ratio in the European Economic Area (EEA) for non-

life insurance 
 
According to the European Insurance Overview – 2021 report published by the 

European Insurance and Occupational Pensions Authority (EIOPA) in October 2021, 
Romania recorded the lowest median value of the loss ratio in 2020 among European 
countries for non-life insurance activities. The claims ratio is calculated as the ratio of 
claims paid to earned premiums. Similarly, relatively low median claims ratios—below 
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40%—were observed in Greece (38%), Malta (39%), and Hungary (40%). At the 
opposite end of the spectrum, the highest median claims ratios were recorded in 
Iceland (76%), France (70%), Netherlands (62%), and Norway (61%) 
(www.asfromania.ro, Raport privind stabilitatea piețelor financiare nebancare). 

 

 
 

Source: EIOPA. The claims ratio is defined as claims paid over earned premiums. The figure 

displays the interquartile range and the median. (www.eiopa.europe.eu)&(www.asfromania.ro) 
 

Figure 2. Claims ratio by country 

 

 
 

Source: EIOPA The expense ratio represents the ratio of insurers’ expenses to earned 

premiums. The figure illustrates the interquartile range and the median. 

(www.eiopa.europe.eu)&(www.asfromania.ro) 
 

Figure 3. Expense ratio by country 
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On the other hand, a cross-country comparison based on data published by the 

EIOPA in the European Insurance Overview (2021) indicates that Romania recorded 
the highest median value of the expense ratio among insurance undertakings, at 56% in 
2020. Romania was followed by Czech Republic (52%), Slovakia (51%), and Greece 
(49%). At the opposite end of the spectrum, Luxembourg recorded the lowest median 
expense ratio, at only 14% (www.eiopa.europe.eu, www.asfromania.ro). 

Overall, the cross-country evidence highlights substantial heterogeneity in cost 
structures and underwriting performance across the European insurance market. 
Aggregate indicators at the EEA level reflects differences in market maturity, 
operational efficiency, and business models. In this context, the relatively high expense 
ratios observed in some markets underscore the importance of efficiency-enhancing 
measures and continued monitoring of cost dynamics within the insurance sector.  

In particular, the case of Romania stands out, as the comparatively high 
expense ratios indicate persistent efficiency challenges within the domestic insurance 
market. Despite favorable claims ratio dynamics, elevated cost structures may 
constrain underwriting performance and competitiveness, underscoring the need for 
operational improvements and enhanced market discipline. 

 
3. CRITERIA AND PERFORMANCE INDICATORS FOR ASSESSING 

INSURANCE ACTIVITY EFFICIENCY 

 
In order to ensure an objective evaluation of the efficiency of insurance 

activities, it is necessary to employ an appropriate and coherent system of indicators. 
The selection of indicators used to assess insurance efficiency should be undertaken in 
accordance with a set of well-defined criteria, including: 

• the specific objectives pursued by the analysis; 
• the macroeconomic or microeconomic level at which the assessment is 

conducted; 
• the legal and regulatory framework applicable to insurance activities; 
• the specific branch of insurance under consideration. 

Each of the indicators employed captures distinct dimensions of insurance 
activity, reflecting different financial, operational, and risk-related aspects of 
performance. As such, no strict hierarchical ordering can be established in their 
application, nor can it be argued that any single indicator holds greater relevance than 
the others. Instead, these indicators should be interpreted as complementary, with a 
comprehensive assessment of insurance efficiency requiring their joint and integrated 
analysis. 

The assessment of an insurance company’s performance and efficiency must 
take into account both financial outcomes and the relationship between the results 
achieved and the resources employed to obtain them. At the same time, performance 
assessment should also consider the insurer’s effectiveness in meeting policyholders’ 
needs and expectations. The efficiency of insurance activity is primarily assessed by 
comparing the inputs (efforts) with the outputs (effects) associated with insurance 
operations. In this context, efficiency indicators play a crucial role, as they provide a 
structured framework for measuring performance and for understanding how 
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effectively insurance companies transform resources into financial results and 
customer-oriented outcomes (Monea, 2018). 

Assessing efficiency in the insurance market involves evaluating various key 
performance indicators that provide insights into operational performance, financial 
health, customer satisfaction, and overall market dynamics.  

Here are some of the key performance indicators used to assess efficiency in 
the insurance market. 

Claims ratio is a key performance indicator used to assess the underwriting 
performance of an insurance undertaking; it is defined as the ratio of claims paid to 
earned premiums, reflecting the extent to which premium income is absorbed by 
insurance claims. 

 

        Claims ratio = (Claims Paid / Earned Premiums) x 100                  (1) 
 

The lower the claims ratio is below 100%, the more favorable the financial 
situation is for the insurer. The claims ratio is relevant only for non-life insurance, not 
for life insurance. In the latter case, one cannot speak of losses but of benefits. When 
the insured event occurs, the insurer pays the insured the indemnity or the insured sum 
not compensation for damage. 

Expense ratio: evaluates the proportion of premiums used to cover operating 
expenses. 

 

Expense ratio = (Insurer's Expense / Earned Premiums) x 100              (2) 
 

Damage ratio is used to assess the financial performances of an insurer, and 
shows the proportion between indemnity paid (compensations) by the insurer and 
written premiums. The damage ratio is relevant only in the case of property insurance 
and liability insurance and does not apply to life insurance. In the latter case, reference 
is made not to claims or losses, but to insurance benefits paid to policyholders.  

 

 Damage ratio = (Indemnity Paid / Written Premiums) x 100                 (3) 
 

Relative cost of insurance activity represents insurance expenses in relation to 
the revenues generated from insurance activity and it is obtained by relating the total 
expenses incurred by insurance activity to the total revenues obtained from insurance 
premiums and other sources. 

 

Relative cost of insurance activity = (Expenses / Revenues) x 100           (4) 
 

Usually, the relative cost of insurance activity is lower than 100%, but there 
may be cases when it is higher. When the relative cost of the activity is higher, during 
that period, the insurer was unable to cover total expenses with the revenues from 
insurance premiums and other sources.  

Net income ratio shows, in percentage terms, how much the insurer retains 
(net) from every 100 monetary units of premiums collected and it is calculated by 
relating the difference between total revenues and total expenses to total revenues, as 
follows: 
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   Net income ratio = (Revenues – Expenses) / Revenues                        (5) 

 

Expenses per 1 monetary unit of net income are used to assess the final 
financial results. They are calculated by relating the difference between total expenses 
and total compensations paid by the insurer during a year to the difference between 
total revenues and total expenses. 

 

Expenses/1 um net income = (Expenses – Compensations) / (Revenues – Expenses)        (6) 
 

This indicator expresses how much the insurer spent to obtain one unit of net 
income. The lower the value of this indicator, the more favorable the situation is for the 
insurer.  

The analysis of the presented indicators can be carried out both for the 
insurance company as a whole and for each line of insurance separately.  

A set of qualitative indicators for assessing the level of development of 
voluntary (non-compulsory) insurance consists of the following indicators: 

 

Degree of insurance coverage: reflects the extent to which potential risks or 
business are covered through voluntary non-life insurance coverage, expressing in 
percentage terms, how much of the insurable potential in a given geographical area or 
field of activity has taken out insurance policies with the analyzed insurer.  

 

Degree of insurance coverage = Number of insured units / Total eligible units               (7) 
 

Average number of policies per employee: serves as an indicator of sales 
intensity and operational efficiency in the distribution of insurance products. reflects 
sales intensity and workforce effectiveness in insurance distribution  

 

Average number of policies per employee = (Active policies / Employees)               (8) 
 

Average sum insured per policy: indicates the average level of coverage 
provided under voluntary non-life insurance policies 

 

Average sum insured per policy = Total sum insured / Total number of policies       (9) 
 

Average sum insured per policy is used as an indicator for assessing results 
only in voluntary life insurance. A high value of this indicator shows that the staff has 
carried out high-quality activity and, consequently, the net income ratio is high. 

 

Average gross written premium per policy: captures the average premium 
revenue generated by a single policy. 

 

Average gross written premium per policy = Gross written premiums / Number of policies  (10) 
 

The indicators average gross written premium per policy and average sum 
insured per policy provide relevant information when they are calculated both for the 
entire portfolio of insurance existing at a given moment and for newly concluded 
policies over a certain period. In the case of life insurance, this indicator shows the 
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level and the ability to attract funds from the population over a longer period, due to 
the savings characteristics of life insurance policies. 

Labor productivity in insurance: measures employee efficiency in generating 
output (policies or premiums). This indicator can be calculated annually or for 
subperiods (monthly, quarterly, and semiannually), both for permanent employees and 
for the company’s collaborators, and it reflects the quality of the work performed by 
staff in obtaining new insurance policies. 

 

Labor productivity in insurance = Gross written premiums / Number of employees       (11) 
 

Average claim settlement duration indicates operational efficiency and quality 
of claims management. 

 

Average claim settlement duration = Σ (Settlement date − Claim notification date) / 
Number of settled claims                                                                                           (12) 
 

Insurance coverage adequacy ratio  assesses the extent to which insured 
values reflect the actual value of insured assets 

 

Insurance coverage adequacy ratio = Sum insured / Insurable value                      (13) 
 

Claim coverage ratio: measures the proportion of incurred losses compensated 
by the insurer. 

 

Claim coverage ratio = Claims paid / Claims incurred                                             (14) 
 

Renewal ratio is used to measure the proportion clients who renewed their 
insurance contracts (coverage) relative to those who were eligible to renew their 
coverage period. 

 

Renewal ratio = Number of renewals / Number of potential renewals                     (15) 
 

Claims rejection ratio indicates the proportion between the number of claims 
rejected and the total number of claims reported. 

 

Claims rejection ratio = Number of claims rejected / Total claims reported           (16) 
 

Cost per claim evaluates the average cost incurred to handle a claim, reflecting 
operational efficiency in claims processing. 

 

                   Cost per claim = Total claims expenses/ Number of claims                 (17) 
 

Solvency ratio measures an insurer’s ability to meet its long-term obligations 
to policyholders, even in adverse situations, being related to assets and liabilities, 
reflecting the quality of management, the viability of the insurance activity  and 
financial stability and safety of the insurer. 

 

                           Solvency ratio = Total assets / Total liabilities                            (18) 
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Liquidity ratio measures an insurer’s ability to meet its short-term obligations, 

especially the payment of claims as they fall due. It is indicated that the ratio level to 
be at least 1. A higher ratio shows good short-term financial flexibility. A low ratio 
shows risk of delayed claim payments. 

 

                  Liquidity ratio = Liquid assets / Short-term liabilities                           (19) 
 

Premium growth rate indicates the growth in premium income over a specific 
period, reflecting the company’s market expansion and sales performance.  

 

Premium Growth Rate = (Current period premiums / Previous period premiums) x 100      (20) 
 

Market share measures the company's share of the total market premiums, 
indicating competitive position and market penetration 

 
            Market share = Company's premiums / Total market premiums                   (21) 

 
These indicators collectively provide a multidimensional perspective on the 

development and efficiency of voluntary non-life insurance. While some indicators 
emphasize market penetration and sales performance, others focus on operational 
efficiency and the adequacy of insurance protection. Their combined use allows for a 
comprehensive assessment of both quantitative expansion and qualitative performance 
within the insurance market. 

 
4. CONCLUSIONS 

 
The existing research on performance indicators in the insurance market 

highlights their critical role in assessing efficiency, financial performance, operational 
effectiveness, and market competitiveness. The use of performance indicators enables 
insurers to track their performance against industry benchmarks, identify areas for 
improvement, and develop strategies to enhance their profitability and customer 
satisfaction. Additionally, the impact of regulatory frameworks and technological 
advancements is increasingly being integrated into performance measurement, 
providing new insights into how insurers can manage risk, streamline operations, and 
stay competitive in a dynamic market. 
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