
Indonesian Interdisciplinary Journal of Sharia Economics (IIJSE)               Vol. 9. No. 2 (2026) 

e-ISSN: 2621-606X        Page: 14742-14756 

 

The Effect of the Underwriting Ratio, Premium Growth Ratio….. 14742 

 

 

THE EFFECT OF THE UNDERWRITING RATIO, PREMIUM GROWTH RATIO, 

AND RISK-BASED CAPITAL ON PROFITABILITY IN COMPANIES IN THE 

INSURANCE SUBSECTOR LISTED ON THE INDONESIA STOCK EXCHANGE 

FOR THE PERIOD 2020–2024 

 

Tiara Maharani Hanifah1 

Telkom University, Bandung, Indonesia 

tiaramhrni@student.telkomuniversity.ac.id  

 

Wiwin Aminah2 

Telkom University, Bandung, Indonesia 

wiwinaminah@telkomuniversity.ac.id  

 

Abstract 

 

Profitability is an important indicator that reflects an insurance company's ability to 

generate profits and maintain its business sustainability. The profitability of insurance 

sub-sector companies listed on the Indonesia Stock Exchange (IDX) during the 2020–

2024 period showed fluctuating conditions, while previous studies on the effect of the 

underwriting ratio, premium growth ratio, and risk based capital on profitability still 

produced inconsistent results, indicating the need for further research. This study aims 

to analyze the effect of the underwriting ratio, premium growth ratio, and risk based 

capital on profitability, proxied by Return on Assets (ROA). This study employed a 

quantitative method with a descriptive research design. The sample was selected using 

a purposive sampling technique, resulting in 16 insurance sub-sector companies with 

a total of 80 observations over a five-year period. The data were analyzed using panel 

data regression with the Fixed Effect Model through EViews 13 software. The results 

indicate that the underwriting ratio, premium growth ratio, and risk based capital 

simultaneously have a significant effect on profitability. Partially, the underwriting 

ratio has a positive and significant effect on profitability, while the premium growth 

ratio and risk based capital have no significant effect. The adjusted R-squared value of 

0.502762 indicates that the three independent variables explain 50.3% of the variation 

in profitability, while the remaining 49.7% is explained by other variables outside the 

research model. This study implies that the effectiveness of underwriting activities is 

an important factor that insurance companies should consider to improve profitability. 

 

Keywords: Insurance Companies, Premium Growth Ratio, Profitability, Risk Based 

Capital (RBC), Underwriting Ratio 

 

mailto:tiaramhrni@student.telkomuniversity.ac.id
mailto:wiwinaminah@telkomuniversity.ac.id


Indonesian Interdisciplinary Journal of Sharia Economics (IIJSE)                Vol. 9. No. 2 (2026) 

e-ISSN: 2621-606X        Page: 14742-14756 

 

The Effect of the Underwriting Ratio, Premium Growth Ratio….. 14743 

 

INTRODUCTION 

The insurance industry plays an important role in supporting the stability and growth 

of the global economy. As a financial institution that functions to manage risk and provide 

financial protection, this industry has become one of the main pillars supporting the smooth 

running of economic activities for the public and business actors. In recent years, particularly 

since the COVID-19 pandemic, the insurance industry has faced enormous pressure due to 

rising claims, financial market fluctuations, and declining investment returns. According to 

Swiss Re Institute (2024), although global insurance premiums continue to grow, the 

profitability of the global insurance industry has been under pressure as a result of increasing 

claim costs and volatile market conditions. 

This pressure on the insurance industry directly affects the company's ability to 

generate profit. Profitability is one of the main indicators reflecting a company's success in 

increasing economic value and maintaining its business continuity. Vensca et al. (2024) state 

that high profitability, measured through Return on Assets (ROA), has a positive effect on 

company performance and stability. In line with this, Ester et al. (2022) emphasize that 

profitability reflects overall financial performance because it shows operational efficiency 

and management's ability to sustain continuous profit. In this study, ROA is chosen as the 

main indicator because it is able to show the effectiveness of management in utilizing all 

company assets to generate profit. Profitability is also closely related to firm value, since a 

high level of profitability becomes a positive signal that strengthens governance structure 

and firm value (Hapsari et al., 2025). Furthermore, profitability is one of the main 

determinants that, together with liquidity and firm size, shapes the overall financial condition 

of a company (Aminah et al., 2023). 

The 2020–2024 period is interesting to examine because the Indonesian insurance 

industry was in a recovery phase after the COVID-19 pandemic. During the pandemic, the 

financial performance of insurance companies came under pressure due to rising claim ratios 

and declining operational efficiency (Anggraini et al., 2022). One observable phenomenon 

was reported by CNBC Indonesia (2024), in which PT Asuransi Bina Dana Arta Tbk 

(ABDA) experienced a significant decline in net profit of 49.9% in the first quarter of 2024, 

caused by increasing claim expenses and operational costs while premium income growth 

was unable to offset that pressure. A further phenomenon occurred in the life insurance 

industry, where Kontan.co.id (2021) reported that life insurance health claims fell by 10.2% 

year on year to IDR 9.88 trillion up to the fourth quarter of 2020 due to reduced public activity 

during social restrictions, which in turn affected underwriting strategies and premium 

management. 

In insurance companies, profitability is strongly influenced by internal factors such 

as underwriting efficiency, premium growth, and risk-based capital adequacy or Risk Based 

Capital (RBC). Morara & Sibindi (2021) found that underwriting risk has a significant 

negative effect on profitability, meaning that the more efficient the underwriting activities, 

the greater the profit generated. In contrast, Zinyoro & Aziakpono (2024) stated that 

underwriting efficiency does not always have a significant effect on the profitability of non-

life insurance companies due to the risk management strategies applied. 

Regarding premium growth, Opoku et al. (2024) found that premium growth has a 

positive and significant effect on profitability. Conversely, Anita & Kusumaningtias (2024) 
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found that premium growth has no significant effect on profitability, because growth that is 

not balanced with risk control can increase claims and depress profit (Fayunada et al., 2024). 

For risk-based capital, Haerani & Kholis (2024) showed that RBC has a positive and 

significant effect on profitability, whereas Wahyuni et al. (2025) showed the opposite result, 

in which RBC actually has a negative effect on profitability. Nasution et al. (2019) explained 

that RBC describes the extent to which an insurance company's capital is able to cover 

various financial risks that may arise. 

Based on the above description, there is still inconsistency in the results of previous 

research, which makes this topic relevant for further study. Therefore, this study aims to 

analyze the effect of the underwriting ratio, premium growth ratio, and risk based capital on 

profitability in insurance sub-sector companies listed on the Indonesia Stock Exchange 

during the 2020–2024 period. 

 

REVIEW OF LITERATURE 

This study is grounded in Signaling Theory, first introduced by Michael Spence in 

1973, which explains that signals are used by the party with more information (management) 

to reduce information asymmetry with the party that has less information (investors) 

(Ramadhan et al., 2025). Management, as the party that understands internal conditions, 

conveys signals through financial statements, financial ratios, and various disclosures so that 

investors can assess the company's condition and prospects more accurately (Amosh & 

Khatib, 2022). The effectiveness of a signal is determined by characteristics that are 

observable and costly to imitate (Bafera & Kleinert, 2023), so that a high level of profitability 

becomes a positive signal of good company performance. Within this framework, financial 

indicators such as the underwriting ratio, premium growth ratio, and risk based capital 

function as signals for investors in assessing the profitability and stability of an insurance 

company. 

Profitability, proxied by Return on Assets (ROA), reflects the company's ability to 

generate profit and efficiently utilize its assets (Nirawati et al., 2022). A high level of 

profitability not only reflects company performance but also serves as a consideration for 

investors and supports the company's long-term sustainability (Kalbuana et al., 2022). In this 

context, financial statements function as a summary of a company's financial information for 

a given period and as a form of management accountability for the resources entrusted to it 

(Arum et al., 2017). The underwriting ratio measures the level of underwriting surplus or 

deficit by comparing underwriting results with underwriting expenses (Susanti & Muntiah, 

2024), the premium growth ratio measures the percentage change in premium from one 

period to the next (Tarsono et al., 2020), and risk based capital, regulated under POJK No. 

71/POJK.05/2016, is a solvency ratio with a minimum threshold of 120% that shows the 

company's ability to meet all of its obligations with the capital it holds after accounting for 

risk (Setiawan et al., 2019). The synthesis of these concepts forms the theoretical basis for 

examining how the three financial indicators jointly determine the profitability of insurance 

companies. 
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RESEARCH METHOD 

This study employs a quantitative method with a descriptive research design that aims 

to obtain a clear picture of the characteristics of the object being studied (Sekaran & Bougie, 

2020; Sinambela & Sinambela, 2021). The population of this study consists of all insurance 

sub-sector companies listed on the Indonesia Stock Exchange (IDX) during the 2020–2024 

period, totaling 18 companies. The sample was selected using a purposive sampling 

technique based on specific criteria, namely companies that were consistently listed and did 

not experience delisting, consistently published annual reports, and presented complete data 

according to the research needs (Sugiyono, 2019). Based on these criteria, 16 companies 

were obtained, so that with a five-year observation period the total sample amounted to 80 

observations. The dependent variable is profitability proxied by Return on Assets (ROA), 

while the independent variables are the underwriting ratio, the premium growth ratio, and 

risk based capital (RBC), all of which are measured using a ratio scale through secondary 

data obtained from the annual financial reports published on the IDX website and the 

respective company websites (Ghozali, 2021). 

The research procedure began with problem identification and the formulation of 

objectives and hypotheses, followed by the determination of the research design, data 

collection through documentation and literature study, and data analysis to draw conclusions 

(Pandiangan & Albina, 2025). The data were analyzed using descriptive statistical analysis, 

classical assumption tests, and panel data regression. For panel data, the classical assumption 

tests applied were the multicollinearity test and the heteroscedasticity test (Basuki & 

Prawoto, 2018). The best estimation model was selected through the Chow test and the 

Hausman test, which determine the most appropriate model among the Common Effect 

Model, Fixed Effect Model, and Random Effect Model (Basuki, 2021). Hypothesis testing 

was conducted through the coefficient of determination, the simultaneous test (F-test), and 

the partial test (t-test) at a significance level of 0.05. All statistical data processing in this 

study used EViews 13 software (Ghozali, 2018). 

Research Hypothesis   

Based on the review of the literature and previous research, the hypotheses proposed 

in this study are as follows: 

- H1: The underwriting ratio, premium growth ratio, and risk-based capital 

simultaneously affect profitability. 

- H2: The underwriting ratio has a positive effect on profitability. 

- H3: The premium growth ratio has a positive effect on profitability. 

- H4: Risk-Based Capital (RBC) has a positive effect on profitability. 

 

RESULTS AND DISCUSSION 

Descriptive Statistical Analysis 

This study comprises three independent variables, namely the underwriting ratio, the 

premium growth ratio, and risk-based capital (RBC), and one dependent variable, namely 

profitability. The observation data amounted to 80, obtained from 16 insurance sub-sector 

companies listed on the IDX during 2020–2024. The results of the descriptive statistical 

analysis for the ratio-scale variables are presented below. 
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Table 1.  

Descriptive Statistical Analysis 

Description 
Profitability 

(Y) 

Underwriting 

Ratio (X1) 

Premium Growth 

Ratio (X2) 

Risk-Based 

Capital (X3) 

Mean 0.015228 0.316341 0.127081 4.756466 

Maximum 0.063000 0.856624 1.314512 25.2775 

Minimum -0.089300 -0.276842 -0.845357 1.390149 

Std. Dev. 0.024644 0.252692 0.305996 4.388837 

Observations 80 80 80 80 

Source: Data processed by the author (2026) 

Table 1 shows that profitability (ROA) has a minimum value of -0.089300 (PT 

Asuransi Maximus Graha Persada Tbk/ASMI, 2020) and a maximum of 0.063000 (PT 

Asuransi Bina Dana Arta Tbk/ABDA, 2021), with a mean of 0.015228 and a standard 

deviation of 0.024644. The underwriting ratio ranges from -0.276842 (PT Bhakti Multi Artha 

Tbk/BHAT, 2021) to 0.856624 (PT Asuransi Dayin Mitra Tbk/ASDM, 2021), with a mean 

of 0.316341. The premium growth ratio ranges from -0.845357 (PT Victoria Insurance 

Tbk/VINS, 2020) to 1.314512 (ASMI, 2021), with a mean of 0.127081, while risk based 

capital ranges from 1.390149 (PT Asuransi Bintang Tbk/ASBI, 2020) to 25.2775 (PT 

Asuransi Jiwa Sinarmas MSIG Tbk/LIFE, 2022), with a mean of 4.756466. Overall, all 

variables have a mean greater than their standard deviation, indicating that the data are 

relatively homogeneous. 

Table 2.  

Descriptive Statistics of Profitability (2020–2024) 

Description 2020 2021 2022 2023 2024 

Mean 0.0135 0.015544 0.010313 0.017925 0.018856 

Maximum 0.0558 0.063 0.05 0.0518 0.0426 

Minimum -0.0893 -0.0731 -0.0812 0.0031 0.0005 

Std. Dev. 0.032294 0.029049 0.029583 0.015730 0.011760 

Source: Data processed by the author (2026) 

Table 2 shows that during 2020–2022 the mean profitability was smaller than the 

standard deviation, so the data were relatively heterogeneous, whereas in 2023 and 2024 the 

mean exceeded the standard deviation, indicating more homogeneous data. The lowest 

minimum value of -0.0893 was recorded by ASMI in 2020, while the highest maximum of 

0.063 was achieved by ABDA in 2021, reflecting the gradual recovery of insurance 

profitability after the COVID-19 pandemic. 

Table 3.  

Descriptive Statistics of the Underwriting Ratio (2020–2024) 

Description 2020 2021 2022 2023 2024 

Mean 0.335397 0.299573 0.320654 0.297723 0.328359 

Maximum 0.816447 0.856624 0.794857 0.804571 0.758793 
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Description 2020 2021 2022 2023 2024 

Minimum 0.009164 -0.276842 -0.056608 -0.119182 -0.094940 

Std. Dev. 0.242094 0.313579 0.249729 0.246367 0.234647 

Source: Data processed by the author (2026) 

Table 3 shows that, except in 2021, the mean underwriting ratio was greater than the 

standard deviation, indicating that the underwriting performance of companies tended to be 

grouped and not highly varied. The highest maximum of 0.856624 was recorded by ASDM 

in 2021, while the lowest minimum of -0.276842 was recorded by BHAT in the same year, 

reflecting a negative underwriting result for that company. 

Table 4.  

Descriptive Statistics of the Premium Growth Ratio (2020–2024) 

Description 2020 2021 2022 2023 2024 

Mean -0.041254 0.168128 0.240720 0.097972 0.169837 

Maximum 0.496754 1.314512 0.949521 0.578338 1.023840 

Minimum -0.845357 -0.054019 -0.284561 -0.176250 -0.225780 

Std. Dev. 0.293721 0.330389 0.345266 0.169551 0.317963 

Source: Data processed by the author (2026) 

Table 4 shows that throughout 2020–2024 the mean premium growth ratio was 

consistently smaller than the standard deviation, indicating that the data were highly varied 

and not grouped. The highest maximum of 1.314512 was recorded by ASMI in 2021, while 

the lowest minimum of -0.845357 was recorded by VINS in 2020, reflecting a substantial 

contraction in premium income during the early pandemic period. 

Table 5.  

Descriptive Statistics of Risk-Based Capital (RBC) (2020–2024) 

Description 2020 2021 2022 2023 2024 

Mean 4.767835 4.510458 5.089896 5.125992 4.288150 

Maximum 14.2531 14.5821 25.2775 20.1151 18.2519 

Minimum 1.390149 1.457813 1.452062 1.419811 1.505808 

Std. Dev. 3.945199 3.327881 5.689777 4.969428 4.144264 

Source: Data processed by the author (2026) 

Table 5 shows that the mean RBC fluctuated, declining in 2021, rising in 2022 and 

2023, and decreasing again in 2024. Except in 2022, the mean exceeded the standard 

deviation, indicating relatively grouped data. The highest maximum of 25.2775 was recorded 

by LIFE in 2022, while the lowest minimum of 1.390149 was recorded by ASBI in 2020, 

indicating relatively low capital adequacy for that company. 
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Relationship between the Underwriting Ratio and Profitability 

Table 6.  

Relationship between the Underwriting Ratio and Profitability 

Underwriting Ratio 

Profitability 

above mean 

(>0.015228) 

% 

Profitability 

below mean 

(<0.015228) 

% Total % 

Underwriting Ratio 

above mean 

(>0.316341) 

23 28.8% 18 22.5% 41 51.3% 

Underwriting Ratio 

below mean 

(<0.316341) 

20 25% 19 23.8% 39 48.8% 

Total 43 53.8% 37 46.3% 80 100% 

Source: Data processed by the author (2026) 

Table 6 shows that companies with an above-average underwriting ratio were 

dominated by above-average profitability, namely 23 observations or 28.8%, while 

companies with a below-average underwriting ratio were dominated by above-average 

profitability, namely 20 observations or 25%. Descriptively, this indicates a positive 

relationship between the underwriting ratio and profitability in insurance sub-sector 

companies listed on the IDX during 2020–2024. 

Relationship between the Premium Growth Ratio and Profitability 

Table 7.  

Relationship between the Premium Growth Ratio and Profitability 

Premium Growth 

Ratio 

Profitability 

above mean 

(>0.015228) 

% 

Profitability 

below mean 

(<0.015228) 

% Total % 

Premium Growth 

Ratio above mean 

(>0.127081) 

14 17.5% 17 21.3% 31 38.8% 

Premium Growth 

Ratio below mean 

(<0.127081) 

29 36.3% 20 25% 49 61.3% 

Total 43 53.8% 37 46.3% 80 100% 

Source: Data processed by the author (2026) 

Table 7 shows that companies with an above-average premium growth ratio were 

dominated by below-average profitability, namely 17 observations or 21.3%, while 

companies with a below-average premium growth ratio were dominated by above-average 

profitability, namely 29 observations or 36.3%. Descriptively, this indicates that the premium 

growth ratio has not yet shown a positive relationship with profitability and tends to be 

negative, because an increase in premium growth is not always followed by an increase in 

company profitability. 
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Relationship between Risk Based Capital (RBC) and Profitability 

Table 8.  

Relationship between Risk-Based Capital (RBC) and Profitability 

Risk Based Capital 

Profitability 

above mean 

(>0.015228) 

% 

Profitability 

below mean 

(<0.015228) 

% Total % 

Risk-Based Capital 

above mean 

(>4.756466) 

16 20% 10 12.5% 26 32.5% 

Risk-based capital 

below mean 

(<4.756466) 

27 33.8% 27 33.8% 54 67.5% 

Total 43 53.8% 37 46.3% 80 100% 

Source: Data processed by the author (2026) 

Table 8 shows that companies with above-average RBC were dominated by above-

average profitability, namely 16 observations or 20%, while companies with below-average 

RBC had an equal number of above-average and below-average profitability, namely 27 

observations or 33.8% each. Descriptively, RBC tends to have a positive relationship with 

profitability, although the relationship is not yet strong because many companies with below-

average RBC still recorded above-average profitability. 

Classical Assumption Tests 

The classical assumption tests aim to ensure that the data analyzed are free from 

assumption violations, particularly multicollinearity and heteroscedasticity. A good 

regression model should not contain correlation among the independent variables (Ghozali, 

2018). 

Table 9.  

Multicollinearity Test Results 

 RU RPP RBC 

RU 1.000000 -0.143642 -0.191622 

RPP -0.143642 1.000000 -0.191058 

RBC -0.191622 -0.191058 1.000000 

Source: EViews 13 output (2026) 

Table 9 shows that the correlation coefficients among the underwriting ratio (RU), the 

premium growth ratio (RPP), and risk based capital (RBC) are all below 0.80, namely -

0.143642 between RU and RPP, -0.191622 between RU and RBC, and -0.191058 between 

RBC and RPP. Since all correlation values are below 0.80, the regression model does not 

contain multicollinearity, so the classical assumption regarding multicollinearity is fulfilled. 

Table 10.  

Heteroscedasticity Test Results 

Heteroskedasticity Test: Harvey Value Probability 

F-statistic 1.229496 Prob. F(3,76) = 0.3049 
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Heteroskedasticity Test: Harvey Value Probability 

Obs*R-squared 3.702906 Prob. Chi-Square(3) = 0.2954 

Scaled explained SS 3.715479 Prob. Chi-Square(3) = 0.2939 

Source: EViews 13 output (2026) 

Table 10 shows that the Chi-square probability value of ObsR-squared* is 0.2954, 

which is greater than 0.05. Therefore, the research model does not experience 

heteroscedasticity problems, so the classical assumption regarding heteroscedasticity is 

fulfilled. 

Panel Data Regression Model Selection 

The selection of the panel data regression model was carried out through the Chow test 

and the Hausman test to determine the most appropriate model among the Common Effect 

Model, Fixed Effect Model, and Random Effect Model. 

Table 11.  

Chow Test Results 

Effects Test Statistic d.f. Prob. 

Cross-section F 5.407070 (15,61) 0.0000 

Cross-section Chi-square 67.655980 15 0.0000 

Source: EViews 13 output (2026) 

Table 11 shows that the Cross-section F probability value is 0.0000, which is smaller 

than the 0.05 significance level (0.0000 < 0.05), so H0 is rejected and H1 is accepted. Thus, 

the more appropriate model is the Fixed Effect Model (FEM), and the analysis continued 

with the Hausman test. 

Table 12.  

Hausman Test Results 

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob. 

Cross-section random 8.935932 3 0.0302 

Source: EViews 13 output (2026) 

Table 12 shows that the cross-section random probability value is 0.0302, which is 

smaller than the 0.05 significance level (0.0302 < 0.05), so the most appropriate model for 

this study is the Fixed Effect Model (FEM). Because the Chow test and the Hausman test 

yielded the same result, the Lagrange Multiplier test was no longer necessary. 

Panel Data Regression Analysis 

Table 13.  

Fixed Effect Model Test Results 

Variable Coefficient Std. Error t-Statistic Prob. 

C -0.021490 0.010355 -2.075443 0.0422 

RU 0.096912 0.025214 3.843616 0.0003 

RPP 0.010245 0.007781 1.316632 0.1929 

RBC 0.001000 0.001167 0.857414 0.3946 

Source: EViews 13 output (2026) 
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Based on Table 13, the panel data regression equation obtained is: ROA = -0.021490 

+ 0.096912 RU + 0.010245 RPP + 0.001000 RBC + e. The constant of -0.021490 indicates 

that if all independent variables are zero, profitability (ROA) is -0.021490. The coefficient 

of the underwriting ratio (0.096912), the premium growth ratio (0.010245), and risk based 

capital (0.001000) each indicate that a one-unit increase in the respective variable raises ROA 

by that coefficient value, so all three variables have a positive direction of relationship with 

profitability. 

Hypothesis Testing 

Table 14.  

Coefficient of Determination Test Results 

Indicator Value 

R-squared 0.616057 

Adjusted R-squared 0.502762 

S.E. of regression 0.017378 

Prob(F-statistic) 0.000000 

Source: EViews 13 output (2026) 

Table 14 shows that the adjusted R-squared value is 0.502762, or equivalent to 50.3%. 

This indicates that the underwriting ratio, the premium growth ratio, and risk based capital 

are able to explain 50.3% of the variation in profitability, while the remaining 49.7% is 

explained by other variables outside this research model. 

Table 15.  

Simultaneous Test (F-Test) Results 

Indicator Value 

F-statistic 5.437649 

Prob(F-statistic) 0.000000 

Source: EViews 13 output (2026) 

Table 15 shows that the F-statistic probability value is 0.000000, which is smaller than 

0.05, so H0 is rejected and H1 is accepted. Thus, the underwriting ratio, the premium growth 

ratio, and risk based capital simultaneously have a significant effect on profitability. 

Table 16.  

Partial Test (t-Test) Results 

Variable Coefficient t-Statistic Prob. Conclusion 

RU 0.096912 3.843616 0.0003 Significant 

RPP 0.010245 1.316632 0.1929 Not significant 

RBC 0.001000 0.857414 0.3946 Not significant 

Source: EViews 13 output (2026) 

Table 16 shows that the underwriting ratio has a probability of 0.0003 (< 0.05) with a 

coefficient of 0.096912, so it has a positive and significant partial effect on profitability. The 

premium growth ratio has a probability of 0.1929 (> 0.05) with a coefficient of 0.010245, so 

it has no significant partial effect, and risk based capital has a probability of 0.3946 (> 0.05) 

with a coefficient of 0.001000, so it also has no significant partial effect on profitability. 



Indonesian Interdisciplinary Journal of Sharia Economics (IIJSE)                Vol. 9. No. 2 (2026) 

e-ISSN: 2621-606X        Page: 14742-14756 

 

The Effect of the Underwriting Ratio, Premium Growth Ratio….. 14752 

 

The Simultaneous Effect of the Underwriting Ratio, Premium Growth Ratio, and Risk-

Based Capital on Profitability 

Based on the simultaneous test (F-test), the F-statistic probability value of 0.0000 (< 

0.05) indicates that the underwriting ratio, the premium growth ratio, and risk based capital 

jointly have a significant effect on profitability in insurance sub-sector companies listed on 

the IDX during 2020–2024. This finding indicates that the profitability of insurance 

companies is determined not by a single factor but by a combination of operational 

performance, the ability to increase premium income, and the company's financial soundness. 

The Effect of the Underwriting Ratio on Profitability 

The partial test shows that the underwriting ratio has a positive and significant effect 

on profitability, with a significance value of 0.0003 (< 0.05) and a coefficient of 0.096912, 

consistent with the proposed hypothesis. The underwriting ratio is used to assess the 

effectiveness of an insurance company's core business in generating profit from premiums 

received compared with underwriting expenses (Susanti & Muntiah, 2024). A higher 

underwriting ratio reflects an underwriting surplus, in which the premiums received are able 

to cover all underwriting expenses, so the higher the underwriting ratio, the higher the 

profitability achieved. This result also supports Signaling Theory, in which a high 

underwriting ratio becomes a positive signal of effective operational management. The 

finding is in line with previous research by Nuhin & Suprayogi (2022), which states that the 

underwriting ratio has a positive and significant effect on profitability. 

The Effect of the Premium Growth Ratio on Profitability 

The partial test shows that the premium growth ratio has no significant effect on 

profitability, with a significance value of 0.1929 (> 0.05) and a coefficient of 0.010245, 

although the direction of the relationship is positive; this result does not support the 

hypothesis. The premium growth ratio reflects the level of public trust in an insurance 

company (Tarsono et al., 2020), yet an increase in premiums does not necessarily improve 

profitability significantly, because additional premiums received may be accompanied by 

higher claim expenses, operational costs, and acquisition costs. Based on Signaling Theory, 

premium growth can be a positive signal of increasing public trust, but this signal has not 

been able to explain changes in profitability significantly. This finding is in line with previous 

research by Anita & Kusumaningtias (2024); Haryanto & Syarif (2024); Martana & Karim 

(2024); and Stephanie & Ruslim (2021), which states that the premium growth ratio has no 

effect on profitability. 

The Effect of Risk Based Capital (RBC) on Profitability 

The partial test shows that risk based capital (RBC) has no significant effect on 

profitability, with a significance value of 0.3946 (> 0.05) and a coefficient of 0.001000, 

although the direction of the relationship is positive; this result does not support the 

hypothesis. RBC is essentially used as an indicator of a company's solvency in meeting its 

obligations to policyholders, and an RBC value above the minimum threshold reflects a 

sound financial condition. However, a high level of solvency does not directly generate 

higher profit, because profitability is also influenced by other factors such as premium 

income, investment returns, operational efficiency, and claim expenses. In the insurance 

industry, RBC functions more as a tool for risk control and regulatory compliance than as an 

instrument to increase profit. This finding is in line with previous research by Hidayat et al. 
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(2021); Wahyono et al. (2021); and Nusantara & Priantinah (2021), which states that RBC 

has no effect on profitability. 

 

CONCLUSION 

Based on the results of the panel data regression analysis on 16 insurance sub-sector 

companies listed on the Indonesia Stock Exchange during the 2020–2024 period, with a total 

of 80 balanced panel observations, it can be concluded that the underwriting ratio, the 

premium growth ratio, and risk based capital simultaneously have a significant effect on 

profitability, with an adjusted R-squared of 50.3%; partially, the underwriting ratio has a 

positive and significant effect on profitability, while the premium growth ratio and risk based 

capital have no significant effect. These findings imply that the effectiveness of underwriting 

activities is the key factor that insurance companies should improve to enhance profitability, 

while still maintaining premium growth and RBC to support financial stability; for investors, 

the underwriting ratio can serve as an important consideration in assessing the performance 

and profitability of insurance companies. Future researchers are encouraged to extend the 

research period or add other variables, given that only one of the three independent variables 

had a significant effect. 
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