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Abstract

This article analyses trends in the developmentthe commercial
insurance market in Poland and in Lithuania oveer thast decade. The
insurance market changed in the 2002-2011 peribos& changes can be seen
in various fields of commercial insurance. Datatba number of insurers, total
premiums written, and the trends in claim paymentd claim ratios were used
to perform a market trend analysis.

It should be emphasized that Poland experienced résalts of the
financial crisis in the insurance market later thhithuania, which is visible in
specific ratios under analysis. In Lithuania, inmtes of insurance expenditures,
non-life insurance products are definitely more yiap, while in Poland life
insurance plays the most important role. Poles most life insurance from
group 1, and Lithuanians from group 3. In the casaon-life insurance, motor
vehicle insurance (third-party liability insuranand casco (collision/personal
liability insurance)) and property insurance areethfeading forms of insurance
purchased by both Poles and Lithuanians, as wetitasr Europeans.
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1. Introduction

Commercial insurance plays a significant role irergene’s life. Its
dynamic growth in recent years has been influenmgde.g., the number of
insurance products offered, their availability (ueé various distribution
channels for insurance services) and also by ttreasing multitude of risks to
life, health and property. Undoubtedly, the impoce of insurance, in both
business activity and in private life, has increlasasurers compete in terms of
their offers of insurance services to acquire @ngdst possible group of customers.

In recent years, large changes in the macroeconwands of the global
economy have been observed. The results of thelgtoisis have also been felt
in the insurance market. Decreases in economiosrdiave been observed,
depending on world regions and the level of develept’

Risk accompanies the activity of every legal anturs person, and
insurance is one of the major methods of risk mamamt. The following
guestions emerge: How to manage this risk? Whatramee to buy? How to
reduce the risk? Risk affects the organisationmofetivity and its functioning,
and it generates costs. In a situation of uncextame cannot completely foresee
what will happen (Williams, Smith, Young 2002, d)4An insurance premium is
a cost for the insurance holder, who acquires arme protection. For the
insurance company, payment of the premium is inc@taelyniak 2010, p. 55).
On the other hand, claims are costs for an inswiaile for the customer, they
are compensation for a loss incurred.

Commercial insurance in Poland is governed primait articles 805-
834 of the Civil Codé,and the Act of 22 May 2003 on insurance activities
compulsory insurance, the Insurance Guarantee Fumdthe Polish Motor
Vehicle Insurers’ Bureafipn insurance and pension funds supervision and the
Insurance Ombudsmanand on insurance mediatibrand the Act of 21 July
2006 on supervision of the financial market.

! Ubezpieczenia 2009, Polska Izba Ubezpigcpe 13, http://www.piu.org.pl/public/upload/
ibrowser/analizy%20i%20raporty/ubezpieczenia200Scahadf (13.11.2013).

2 Act of April 23, 1964 Civil Code(Dz.U. 1964, No. 16, item 93).
3 Act of 22 May 2003 on insurance activities(Dz.003, No. 124, item 1151).

4 Act of 22 May 2003 oncompulsory insurance, InsoeaGuarantee Fund and the Polish
Motor Insurers' Bureau(Dz.U. 2003, No. 124, item2)15

5 Act of 22 May 2003 on insurance and pension fuedpervision and the Insurance
Ombudsman (Dz.U. 2003, No. 124, item 1153).

5 Act of 22 May 2003 on insurance mediation (Dz.002, No. 124, item 1154).
" Act of 21 July 2006 on supervision of the finahairket (Dz.U. 2006, No. 157, item 1119).
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In Lithuania, provisions concerning commercial irg\ce are set forth in:
the Civil Codé® the Act of September 2003 Republic of LithuaniavLen
insurancé, the Act of March 2004 Republic of Lithuania Insate Law on
motor vehicle third party liability’ the Act of December 2002 Republic of
Lithuania Law on pension refortthe Act of July 2003 Republic of Lithuania
Law on pension accumulatidhthe Act of July 2003 Additional Republic of
Lithuania Law on autonomous pension accumuldtfiamd the Act of November
1996 Republic of Lithuania Law on health insuratice.

In an insurance agreement, according to art. 82508 the Polish Civil
Code, the insurer agrees, within the scope of uisiness activity, to deliver
specific compensation in case an event specifietthénagreement takes place,
and the insurance holder agrees to pay an insumeogum. Therefore, a basic
obligation of the insurance company is to pay chaiior losses occurring as
a result of random events provided for in the insge agreement. On the other
hand, the task of the insurance holder is to paytemium.

The essence of commercial insurance is an agreebsmteen two
subjects — one party transfers the risk and payseaified price for it, while the
other party assumes this risk. The party assunhiegrisk is usually a private
insurance company operating on the basis of legallations (Kwiecien 2010,
p. 114) and the transferring party is the custon@rmmercial insurance is
divided into property and personal insurance (Kewaki 2002, p. 21).

The object of property insurance can be any prgpetérest which is not
illegal and which can be evaluated in monetary $On the other hand,
personal insurance can concern — in the case dif¢hiasurance — the death of
the insured person, or survival until a specifige;aand for personal accident
insurance — bodily injury, health disorders, orttess the result of an accideft.

8 Act of July 2000 - Civil Code (ValstysZinios Nr. 74-2262).

9 Act of September 2003 - Republic of Lithuania Lawinsurance (ValstygisZinios Nr. 94-4246).

10 Act of March 2004 — Republic of Lithuania Insurariaev on motor third party liability
(Valstyheszinios Nr. 46-1498).

11 Act of December 2002 - Republic of Lithuania Law pension reform (Valstyszinios
Nr. 123-5511).

12 Act of July 2003 -Republic of Lithuania Law on pims accumulation (Valstdszinios
Nr. 75-3472).

13 Act of July 2003 - Additional Republic of Lithuanihaw on autonomous pension
accumulation (ValstysZzinios Nr. 75-3473).

14 Act of November 1996 - Republic of Lithuania Law loealth insurance(Valstybzinios Nr.
55-1287).

15 Act of 23 April 1964 Civil Code(Dz.U. 1964, No. 16, item 93), Art. 821.

18 bidem, Art. 829 §1.
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Commercial insurance is divided into two groupsisiton | — life insurance;
and division Il — non-life insurance. Life insurariaclude five groups of insurance:

1. Life insurance.
2. Marriage insurance, birth insurance.
3. Life insurance linked to insurance capital funds.
4. Annuity insurance.
5. Accident and sickness insurance.
Non-life insurance comprises as many as 18 grolipsorance:
1. Accident.
2. Sickness.
3. Casco insurance of land motor vehicles.
4. Casco insurance of railway rolling stock.
5. Casco insurance of aircraft.
6. Vessels in sea and inland navigation.
7. Goods-in-transit.
8. Fire and natural forces.
9. Other damage and property loss.
10. Motor vehicle liability arising out of the possiessof land vehicles.
11. Aircratft liability arising out of the possessiohaircraft.
12. Liability for ships in sea and inland navigation.
13. General liability.
14. Credit.
15. Suretyship.
16. Various financial risks.
17. Legal protection.
18. Assistance.

In Poland, the Financial Supervisory Authority (Kisja Nadzoru
Finansowego), and previously the Insurance and i®erfsunds Supervisory
Commission (Komisja Nadzoru Ubezpiesze Funduszy Emerytalnych),
currently control the insurance market in Poland.ithuania, supervision until
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the end of 2011 was held by the Commission of bste Supervision in
Lithuania (Lietuvos Respublikos Draudimo Priegs Komisja)}’ and after
01.01.2012 it was held by the National Bank of uihia (Lietuvos Bankas§.

2. Number of insurers

At the end of 2011 there were 61 insurance compani€oland (Figure
1). On the other hand, the total number of foresgmpanies registered in
Poland under the Freedom of Service Act, or runrhmgjr business activity
through a branch at the end of the fourth quar@tl2amounted to 577
(including 19 branches of insurance compariesjhe largest number of
insurers in Poland in the period under analysis rgasrded in 2003, while in
2011 this number was the lowest. A decrease, amiwn level of 23%, was
recorded both in life and non-life insurance.

In Lithuania, in the corresponding period, the nemif insurance
companies grew by 3%. The lowest number of insuners recorded in 2005
(27) and the highest was in 2011 (32 companiesdeUrithe Freedom of
Insurance Service Act, 443 companies conducted ranse activity in
Lithuania®

7 http:/iwww.dpk.It/ (05.10.2013).

18 http:/iww.Ib.It/prieziura (05.10.2013).

Raport o stanie sektora ubezpietz® IV kwartatach 2011 rokuJrzad Komisji Nadzoru
Finansowego 2012, p. 8, http://www.knf.gov.pl/Imsigektor_ubezpieczen _IVkw2011 tcm75-
30582.pdf (18.10.2013).

20 http://www.dpk.lt/en/es_draudikai_beta.php (04200.3).
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Figure 1. Number of insurance companies in Polandna Lithuania in 2002-2011
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Source: Own computations based on data of the &alaBupervision Authority in Poland and
in Lithuania: www.knf.gov.pl; http://www.dpk.It/.

3. Level of gross written premiums, level of claims

Gross written premiums in Poland systematicallywgrentil 2008,
reaching the level of PLN 59.3 billion, after whi@s a result of deterioration of
the economic situation, it decreased to PLN 51l8obiin 2009, which was
followed by a 13% increase in 2011. In Lithuaniae teconomic crisis was
observed earlier in the commercial insurance maskdteady in 2008 and 2009.
Written premiums in 2009 decreased by 26%, in coispa to 2007. In Poland,
as in Lithuania in 2008-2009, the level of claingdpincreased. However, in
Poland the value of claims grew by more than 100%007 compared to 2009,
while in Lithuania they grew by more than 45%. Gailg, the reactions of both
the Polish and Lithuanian markets were very simiédthough Poland was one
of few states which felt the economic effects later

The mean annual rate of increased premium paynefRtsland was more
than 9%. If such a rate is maintained in future, Bolish insurance market will
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be among the European leaders in about 20 yearsurn, it is estimated that
the gross premiums written will reach LTL 2.37 ibifl in the Lithuanian market
in 2017 (Ulbinaite, Kucinskiene, Moullec 2013, p414

Figure 2. The level of gross premiums written andlaims in Poland and in Lithuania in 2002-2011
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Source: Own computation on the basis of data ofthancial Supervision Authority in Poland and
in Lithuania: www.knf.gov.pl; http://www.dpk.It/

In Poland, in the life insurance segment in theggksr 2002-2005 and
2008-2011, the most significant role in gross wntpremiums was played by
life insurance from group 1 (whole life insuranterm insurance and pure
endowments), and in 2006-2007 — from group 3 (lifeurance linked to
insurance capital funds) (Table 1). | can be olegkrthat the demand for
insurance with an additional form of savings, wihin group 3, increases when
the economic situation of the country is better stadilised. In 2008, as a result
of the global crisis in Europg@,Polish citizens were less interested in investing
their savings in insurance products, while in 2008 group of products again
became popular. The third most popular categoryteims of the amount of
written premiums in the Polish market, is occuplgdgroup 5 (accident and
sickness insurance), as they supplement groupsf1ifé insurance. In the years
under analysis, the share of this group ranged 6% to 18.3%. In turn,

21 Ubezpieczenia 2010Polska Izba Ubezpieczepp. 12, 42, www.piu.org.pl/public/upload
librowser/.../ Ubezpieczenia%202010.pdf (22.103301

2 Insurance In FiguresCEA Statistics No. 36, CEA 2008, p. 21.
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group 2 (marriage and birth insurance) and grouf@rhuity insurance) had
small shares in the Polish commercial insurancéetar

Table 1. Structure of gross written premiums in lif insurance, categorized by insurance group,
in Poland in 2002-2011 (in %)

Group Year
insfrfance 2002 | 2003| 2004 200% 2006 20Q7 20p8 2409 2p10 o1l
1. 48.13| 48.19 48.7% 4542 3856 38|69 7288 63.60.85| 52.94
2. 0.96 1.34 1.16 0.99 0.69 0.58 0.34 0.42 0|38 8(Q.3
3. 32.26| 32.00 3181 36.6 46.08 4693 16{15 21.33.90| 32.41
4. 0.69 0.18 0.19 0.19 0.17 0.18 0.16 0.p4 0j27 10d.3
5. 17.96| 18.30 18.08 16.34 145 1362 10/48 14.33.611] 13.96

Source Own calculations on the basis of data of the ri6i@ Supervision Authority in Poland:
www.knf.gov.pl

In life insurance, insurance companies pay clamonslaimants. In 2002-
2011, the most benefits were received by the imspersons or beneficiaries
within group 1 (Table 2). The largest increasehi@ benefit level was recorded
in 2009 (an increase of 47% in comparison to 20022007, in life insurance
group 3 insurers paid over PLN 3.7 billion, and2id08, more than PLN 6.7
billion in benefits.

Table 2. Structure of gross claims paid in life ingrance, categorized by insurance group, in Poland
in 2002-2011 (in %)

Group Year

of

insurancd 2002 | 2003| 2004 200% 200p 2007 20p8 2009 2p10 4011
1. 53.31] 5214 52.79 5844 57.81 51{04 5799 8.43.34| 70.72

25.19( 26.84 28.44 2574 27.33 35/99 3464 b.&0.7 | 22.02
1.13 | 1.01| 0.94( 0.74 070 068 0.29 p4 0f27 5Q.2
17.821 17.5)] 1569 13.14 12.16 1058 617 0156 03 4. 6.52

7

2.56 2.48 2.14 1.92 2.00 1.71 0.92 0.p0 0|67 944
1
4

S ol Bl B

Source Own calculations on the basis of data of the ri6i@ Supervision Authority in Poland:
www.knf.gov.pl

On the other hand, in life insurance in the Lithaammarket, after 2005
the supervisory authority reports showed only thgemups: 1, 2 and 3. Annuity
insurance is classified as group 1, and as in Edef minimum importance.
On the other hand, data concerning group 5 in Bof{accident and sickness
insurance) is classified as either group 1 or @asf-life insurance. The situation
with respect to life insurance in Lithuania is ofistly different than in Poland.
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First of all, in recent years (2006-2011), writigremiums for life insurance in
Poland were higher (the mean for six years was%pgtéan written premiums
for property insurance. In Lithuania, the mean shdrwritten premiums for the
last six years in life insurance amounted to 32.B%2007, the share of group
1 decreased, while the share of group 3 incredSealip 2 played a much more
significant role in Lithuania. Although its importee has decreased in recent
years, the percentage share of this group ishggiier than in Poland.

Table 3. Structure of gross written premiums in lif insurance, categorized by insurance group,
in Lithuania in 2002-2011 (in %)

Group Year
of
insurancd 2002 [ 2003| 2004 2004 2006 2007 20p8 2009 2010 4011
1. 63.10| 56.37 53.97 49.00 33.88 19J94 2929 29.37.27| 28.04
2. 17.31| 10.87 8.80 6.34 3.5 142 234 2{19 1170.35 1
3. 19.59| 32.7q 37.28 4447 6255 7824 6837 68.21.02| 70.60

Source Own calculations on the basis of data of the i@ Supervision Authority in Lithuania:
http://Amww.dpk.It/

As a result of the economic crisis in Lithuani&2®07, and particularly in
2008, a large share of claims was recorded comggiife insurance linked to
insurance capital funds, which was a response dyngured to the turbulence in
the financial market (Table 4). Subsequent yeavgeler show a large interest
among the Lithuanian population in such a formanfilsgs.

Table 4. Structure of gross claims paid in life ingrance, categorized by insurance group,
in Lithuania in 2002-2011 (in %)

Group Year
of
insurancd 2002 | 2003| 2004 200% 2006 2097 20p8 209 2p10 Z011
1. 64.94| 39.04 3248 3442 38.%6 3156 2552 44.83.71| 28.40
2. 34.26] 55.87 59.17 5592 36.86 13|57 727 84783 8. 6.29
3. 0.80 | 5.10] 8.35] 9.6 24858 5487 6721 47900 ©5P.65.31

Source Own calculations on the basis of data of the i@ Supervision Authority in Lithuania:
http:/Amww.dpk.It/

In the non-life insurance sector, motor vehicleunasice definitely
constituted the largest share in terms of earnesisgpremiums in Poland (group
3 — casco insurance — and group 10 — third-paabylity insurance for owners of
motor vehicles) — about 58% in 2011. Within the-year period under analysis,
the average share of group 3 insurance amount26l 88, while for group 10 it
was 35.1%. The next group in terms of market skeas property insurance
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against various hazards and random events (groaos ), which constituted

with over 19% of non-life insurance in 2011. Aceitl@nd sickness insurance
constituted the third largest group of non-lifeurance. Their share in the last
ten years ranged from 5.6% to 7.7%. Financial ansce (groups 14, 15 and 16)
are another important area in division Il. Theiaghranged from 3.5% to 7.5%.
Other forms of liability insurance (group 13) haw®come increasingly

important since 2006 for the development of thasRahsurance market. Their
highest share was recorded in 2011(5.8%).

Table 5. Structure of gross written premiums in norlife insurance, categorized by insurance group,
in Poland in 2002-2011 (in %)

Group Year
inSlj)r;nce 2002 | 2003| 2004 200% 2006 2047 20p8 2Q09 2p10 ZFoi1
1+2 579 | 5.81| 5.62 5.7 611 642 768 7p2 7]26784.
3. 29.08| 30.31] 30.40 2846 26.33 26{62 26.23 28.23.65| 23.24
4, 0.02 | 0.01] 0.02] 0.04 005 005 0.06 0.p8 0J07 401
5. 0.11 | 0.10] 0.11] 0.09 000 od7 o009 ofo of4 2d1
6. 0.57 | 0.58| 0.54] 0.67 078 069 051 0p2 0j40 903
7. 0.84] 0.79] 0.82] 0.84 0.7 062 0457 045 0]43 304
8+9 18.72f 19.24 188y 18.3 18.p2 17{08 14.81 18.08.71] 19.41
10. 36.86] 34.31 3394 3599 3597 35|32 34.31 34.88.85| 34.67
11. 0.18| 0.28] 0.14 0.1 01p 012 041 o0fi2 0}11114.
12. 0.24 | 0.15| 0.13 0.11 0.1L 0.0 0.8 0f3 0j09 08 Q.
13. 3.45| 3.88] 1.28 4.6( 51p 497 490 540 5|59 811§.
14. 1.34] 154 1.79 2.04 27p 321 248 2pP3 209 204.
15. 0.88| 0.85] 0.81] 0.89 09¢ 102 1.08 1pB4 1}43221.
16. 122 1.41] 1.80] 1.5 188 248 274 4p2 3}5408 3.
17. 0.03| 0.05| 0.06 0.09 0.1L 019 0.37 O0p7 108 6840.
18. 0.67 | 0.65| 0.65 0.63 09y 104 106 1B9 1}56641.

Source Own calculations on the basis of data of the rii@ Supervision Authority in Poland:
www.knf.gov.pl

When looking at the Polish commercial insuranceketain terms of its
structure of claims paid, the situation observediesy similar to the written
premium structure. The most claims were paid outnfotor vehicle insurance
(in 2011 their share amounted to 72.3%). On accofioaisco insurance claims,
insurance companies paid about PLN 3.8 billion,levfor third-party liability
insurance claims — over PLN 6.1 billion. Unfortuglgt in terms of the amount
of claims under third-party liability insurance,120was the most costly year for
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insurers. This last year of the period studied &kB® disadvantageous with
respect to claims from insurance groups 13 andrikirance companies paid
other third-party liability insurance claims oveltNP 890 million and PLN 262

million for assistance insurance to persons whamentered difficulties during

travel. In case of property insurance, the highegtl of claim compensation
was recorded in 2010 — about PLN 3.1 billion (Tad)le

Table 6. Structure of gross claims paid in non-lifeinsurance, categorized by insurance group,
in Poland in 2002-2011 (in %)

Group Year
inSL?rfance 2002 | 2003| 2004 2004 2006 207 20p8 2009 2010 011
1+2 4.11 4.42 4.10 3.65 3.38 3.32 3.14 3.08 2|87 61 3.
3. 38.97| 39.94 39.2]1 38.35 3589 3248 3116 30.2Z2.64| 27.63
4. 0.01 0.00 0.01 0.01 0.02 0.05 0.08 0.p7 0[o4 4 Q.0
5. 0.06 0.03 0.08 0.0§ 0.09 0.11 0.12 0.0 0j16 24d.0
6. 0.60 0.61 0.89 0.83 0.92 1.16 1.07 1.p6 0|76 6044
7. 0.52 0.39 0.33 0.33 0.38 0.45 0.0 0.B8 0|37 144
8+9 14.18| 11.24 12.01 11.74 1186 14|19 1426 14.29.74| 13.19
10. 36.64( 38.17 39.09 39.44 41.80 42|90 43.87 4p.30.84| 44.71]
11. 0.01 0.01 0.01 0.02 0.0L 0.01 0.1)2 0p1 0]03 04 Q.
12. 0.20 0.10 0.09 0.1d 0.1p 0.04 0.(')7 0.6 0]05 06 Q.
13. 1.60 2.48 2.16 2.34 3.2b 3.16 3.86 413 4{21 49 4.
14. 0.77 1.32 0.50 0.9 0.8p 0.40 0.87 170 1]91 63 Q.
15. 1.35 0.50 0.38 0.6( 0.6p 0.40 0.21 0.8 0|36 15 Q.
16. 0.30 0.26 0.45 0.65 0.41 0.596 0.40 0.8 0|64 59 Q.
17. 0.20 0.03 0.03 0.03 0.044 0.04 0.1)5 0.05 0]05 05 Q.
18. 0.48 0.55 0.66 0.66 0.84 0.4 0.131 0.9 1132 91 1.

Source own calculations based on data of the FinanciapeBision Authority in Poland:
www.knf.gov.pl

As regards the structure of non-life insurancehi@ Lithuanian market,
the situation is similar to the Polish market (Eal@). In the last year under
analysis, the share of motor vehicle insuranceithulania was only 1% lower
than in the Polish market. However, in terms of anms, we can observe
significant differences. Under casco insurance @12 insurance companies
operating in the Lithuanian market earned LTL 25Bion and LTL almost 390
million under third-party liability insurance. Theext in terms of market share
was property insurance against fire and other lkigzand random events (LTL
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243 million), and insurance classified into groapsnd 2 — accident and sickness —
LTL 104 million). Insurance included in group 13ais0 of significant importance
(LTL 67 million).

Table 7. Structure of gross written premiums in norlife insurance, categorized by insurance group,
in Lithuania in 2002-2011 (in %)

Group Year
inSL?rfance 2002 | 2003| 2004 200% 2006 2047 20p8 2009 2p10 2011
1+2 6.30| 6.72| 6.45 7.2} 6.7p 6.8 7.87 7p7 8|58 154.
3 19.67| 23.93 27.09 31.36 29.Y8 31{73 2§82 23.28.13| 22.50
4, 0.00 | 0.01f 0.03[ 0.03 008 o00L 016 O0p6 O0]25 302
5. 0.09 | 0.19( 0.20f 0.14 006 005 0.03 O0.p4 0]04 4Q0
6 0.33 | 1.57| 0.76] 0.37 03 015 016 09 0J17 401
7. 095 | 1.17| 1.11f 1.17 10f o088 0.6 0p7 0|64 806
8+9 15.77| 16.89 155p 16.48 16.83 16{83 23.96 2[.28.59| 21.36
10. 40.16( 33.01] 35.08 3142 36.p2 34|62 3198 35.88.13| 34.24
11. 148 | 0.19] 0.18 0.09 0.0f 045 0.04 0pP6 0]06 03 4.
12. 0.42| 0.42] 031 0.01 0oop od2 003 o0p3 ofo3o1q.
13. 3.75| 4.34| 4.15 5.77% 358 396 392 4PB2 4{778914.
14. 270 2.89| 293 1.9% 20p 1891 236 2B9 10933 1.
15. 7.03| 7.29| 5.56 3.63 318 245 237 3§16 3{74553.
16. 1.33| 1.32] 0.59 0.41 04p 043 044 08 0f68 73 4Q.
17. 0.00| 0.01] 0.000 0.0¢ 0.0p 04do 0.00 0pPO  0j00 00 J.
18. 0.01| 0.04] 0.06 0.09 008 047 0.09 oft1 oOf11114.

Source Own calculations based on data of the Financigbe&ision Authority in Lithuania:
http://mww.dpk. It/

The structure of claims for motor vehicle insuransealso high, but
definitely lower than in Poland. In 2011, the shafecollision coverage and
liability insurance was 60.1%, i.e. insurers paid almost LTL 447 million for
these types of insurance claims. A very high lesfetlaims was recorded in
property insurance — LTL 170 million. In analysitige data collected from the
last ten years, a very high share (18.5%) was @liserved in 2009 for claims
for credit insurance policies (group 14).
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Table 8. Structure of gross claims paid in non-lifeinsurance, categorized by insurance group,
in Lithuania in 2002-2011 (in %)

Group Year
of
insurancd 2002 | 2003| 2004 20071 2006 2007 20p8 2Q09 2p10 4011

1+2 4.68 4.47 5.13 4.3] 4.58 4.7 6.45 5]76 5/08 00 4§.
3 37.071 30.54 37.89 40.30 3596 35{13 3429 27.02.06| 28.52
4, 0.00 0.00 0.00 0.0d 0.00 0.00 0.00 0.[L6 0{14 201
5. 0.00 0.00 0.00 0.0d 0.00 0.00 0.00 0.po 0[o0 0qQ.0
6 4.76 0.21 1.87 1.37 0.01 0.01 0.13 0.p2 0|15 64.0
7. 0.91 0.72 1.19 0.84 0.92 0.97 0.25 0.8 0|32 605
8+9 16.79] 29.00 13.33 11.86 10.94 16|95 14.64 14.76.65| 22.92
10. 22.80 24.14 30.80 34.14 4117 39|87 3943 30.31.87| 31.59
11. 0.06 0.08 0.03 0.0( 0.0L 0.42 0.06 0.p0 0]02 02 Q.
12. 0.00 0.00 0.00 0.02 0.0p 0.01 0.00 0.p0 0]00 00 Q.
13. 3.14 1.94 3.22 2.64 1.5 0.8 1.11 0fr3 1]06 58 1.
14. 3.40 3.24 3.38 2.34 2.29 1.596 3.64 1849 14.0R10
15. 6.34 3.35 2.26) 2.04 2.58 0.716 0.70 0.fr7 0|85 72 Q.
16. 0.03 2.27 0.88 0.1( 0.0p 0.04 1.28 142 0|68 77 Q.
17. 0.00 0.00 0.00 0.0( 0.0p 0.Jo 0.00 0.p0 0]00 00 Q.
18. 0.01 0.00 0.01 0.03 0.0B 0.03 0.1)3 0.03 0]04 04 Q.

Source: Own calculations based on data of the Ei@larSupervision Authority in Lithuania:
http:/Amww.dpk.It/

When comparing the situation in the non-life insww& market in Poland
and Lithuania and in Europe, it can be observed ttha structure of written
premiums, both in the Polish and Lithuanian markeiffers from the average
value for states belonging to Insurance Eurdpeowever, the Lithuanian
market is more comparable to the European thanPtblesh market in this

regard.

% Insurance Europe is the European insurance federaCurrently, it has 34 members,

http://www.insuranceeurope.eu/ (07.10.2013).
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Table 9. Structure of gross written premiums in norlife insurance, categorized by insurance group,
in Poland, Lithuania, and Europe in 2002-2011 (in %

Insurance Poland Lithuania Europe
Motor 58 57 40
Property 19 21 26
General liability 6 6 10
Accident 7 9 10
Other 10 7 14

Source: Own calculations based on data of the Ei@laisupervision Authority in Poland and
in Lithuania: www.knf.gov.pl; http://mww.dpk.ltEEuropean Insurance — Key Facfsugust
2012, p. 11, http://www.insuranceeurope.eu (30QEBR

4. Dynamics of written premiums, claims paid, andlaims ratio

Within the activity efficiency ratios providing iafmation on changes in
the insurance sector, the trend in gross writteempums is a significant
indicator. This ratio is calculated according te tbllowing formula:

Dynamics in gross written premiums = (Gross writpgamiums as of the end of
the reporting period / gross written premiums astlbé beginning of the
reporting period) x 100%.

An analysis of ratios shown in Table 10 for Polanoth in life and non-
life insurance, demonstrates that the insurancekehadeveloped quite
systematically up to and including 2008. The inssiexperienced the results of
the economic crisis in 2009, which affected theaibn in the life insurance
market to a much greater extent. In examining th&erdnt groups in life
insurance separately, the following trends can beerved: By 2008, the
premiums trends increased in group 1 — life insteargroup 4 — annuity
insurance; and group 5 — accident and sicknessainse. In comparing 2007 to
2008, an almost three-fold increase in premiums easrded in the first group.
On the other hand, in group 2 (marriage and bimtuiance) and group 3 (life
insurance linked to insurance capital funds), aahese in premiums written (by
2% and 61% respectively) was observed in 2008urn, tslight changes in the
premiums written and their trends occurred in rism-insurance. In 2009,
negative dynamics were recorded in groups 1, ZZ and 14. A significant
change was visible in the last year covered byathaysis (2011) for group 4,
where a more than twofold increase in premiumseesrded.
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The situation is quite different in Lithuania. Thehuanian non-life and
life insurance markets responded differently tdotlence in the global markets.
The first signals of decline in the premiums writt@ere visible in the case of
life insurance in 2004 and in non-life insuranceeatly in 2003. After this
period, life insurance premiums increased systealatifor four years up to and
including 2007 and then in 2008 they decreased dtnerthan LTL 250 million,
and in 2009 by another LTL 50 million. The categofyife insurance linked to
insurance capital funds should be noted. Withis drioup, a large difference
was recorded in 2006-2007. At that time, an in@éagremiums by over LTL
330 million was observed, followed by a decreasenimye than LTL 250
million in 2008. In turn, the Lithuanian non-lifesurance market responded
similarly to the Polish market, with negative dynesnin 2009. In the last year
under analysis (2011), groups 13 and 14 of nonHisurance stood out with
their clearly positive dynamics.

Table 10. Dynamics of premiums in Poland and Lithuaia in 2002-2011

Specification Year

2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
o) Life 107.0| 112.8| 114.1| 120.4| 137.6| 120.9| 152.8| 77.7 | 103.8| 101.3
‘—E Non-life | 100.9 | 102.7| 109.6| 105.1| 105.2| 110.8| 111.4| 103.7| 108.0( 114.6
a Total 103.4| 107.0| 111.6| 112.1| 121.2| 116.5| 135.5| 86.6 | 105.5| 106.9
.g Life 149.7| 153.6| 110.1| 122.9| 158.3| 173.1| 67.9 | 90.6 | 111.6| 103.3
E Non-Life | 165.2 | 97.6 | 111.9| 109.8| 132.5| 128.6| 115.7| 70.4 | 95.3 | 112.9
5 Total 162.2 | 107.7| 111.4| 113.1| 139.6| 142.5| 97.6 | 75.7 | 100.4| 109.5

Source: Own calculations based on data of the Ei@laisupervision Authority in Poland and
in Lithuania: www.knf.gov.pl; http://iwww.dpk.It/

The claims-paid ratio is another very importanti¢atbr. The following
formula was used for its calculation: Dynamics nesg claims paid = (Gross
claims paid as of the end of the reporting perigpass claims paid as of the
beginning of the reporting period) x 100%.

The analysis of the dynamics for gross claims paieD02-2011 (Table 11),
when compared with the dynamics of written premiuregealed a consistency in
both trends. Such a balance is a desirable feafuttee insurance sector. Very
high claims were paid out in Poland in divisioml2008 — almost PLN 19.5
billion and in 2009 — PLN 27.8 billion, in whichasp 1 had the largest share —
78.5%. In Lithuania, very high claims were paid2i007, reaching LTL 133.4
million (an increase of 182% in comparison to thevjpus year), LTL 270.8
million in 2008 and LTL 337 million in 2011. In théast year under
examination, the share of group 3 accounted for 6586 of claims paid.
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On the other hand, the situation in non-life insg@was more stable in
both Poland and Lithuania. The highest levels aine$ in Poland were paid in
2010 (PLN 14.2 billion) and in Lithuania in 2009T(L 834.5 million). In 2011,
groups 7 and 13 were distinguished by their vergngt trends in non-life
insurance in Lithuania, while in Poland groups @8 &8 showed such trends.

Table 11. Claim trends in Poland and Lithuania in #02-2011

Year
Specification 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
- | Life 127.41119.6| 119.4| 122.8| 112.1| 123.3| 186.2| 142.7| 81.5 | 115.4
% Non-life | 99.6 | 98.0 | 107.2| 101.5| 101.4| 109.5| 114.8| 118.0| 113.6| 97.0
- Total 108.0 | 105.7| 112.1| 110.6| 106.5| 116.4| 152.7| 134.0| 91.4 | 108.3
«© | Life 123.0| 69.0 | 102.1| 102.0| 156.9| 283.2| 201.0| 85.0 | 88.6 | 164.9
§ Non-Life | 163.8 | 124.1| 93.2 | 122.9| 131.0| 132.1| 126.6| 110.1| 87.5 | 101.9
% Total 156.2 | 115.9| 94.0 | 120.9| 133.1| 146.5| 140.3| 103.5| 87.7 | 115.7

Source: own calculations based on data of the EigaSupervision Authority in Poland and
in Lithuania: www.knf.gov.pl; http://www.dpk.It/

The claims ratio provides information on the shafrelaims paid out on
the written premiums. For the purposes of this wtadsimplified form of this
ratio was assumed:

Claims ratio = (Gross claims paid / gross writteremiums) x 100%

The claims ratio (Table 12) in life insurance irldfal peaked in 2009 and
in Lithuania in 2011. In 2003-2007, this ratio lretLithuanian market was very
low. The low initial interest in group 3 insuraniceLithuanian society resulted
in low written premiums and low claims paid out finis type of insurance.
In 2007, Lithuanians spent LTL 615.5 million onghorm of investment, and
one year later insurers operating in Lithuania phigh claims (LTL 182
million). On the other hand, the value of the clairatio in non-life insurance
was quite stable. In Poland, its highest value wes®rded in 2010 and in
Lithuania it peaked one year earlier, in 2009. ithlania, in the last three years
of the period under analysis, the highest claimgewgenerated by credit
insurance (group 14), while in Poland in 2007-2@46 highest claims were
generated by group 6.
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Table 12. Claims ratios in Poland and Lithuania ir2002-2011

Specification vear

2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
< | Life 435 | 46.1 | 48.3 | 49.2 | 40.1| 409 | 498 | 915 | 719 | 81.9
§ Non-life | 58.7 | 56.0 | 54.8 | 53.0 | 51.1 | 50.5 | 52.1 | 59.2 | 62.3 | 52.7
% | Total 522 | 516 | 51.8 | 51.1| 449 | 449 | 506 | 78.3 | 67.9 | 68.8
.g Life 305 | 13.7| 12,7 | 105| 104 | 17.1 | 50.6 | 47.4 | 37.7 | 60.1
E Non-Life | 38.3 | 48.6 | 405 | 453 | 448 | 46.0 | 504 | 788 | 72.3 | 65.3
5 | Total 36.9 | 39.7| 335 | 358 | 34.1| 351 | 504 | 689 | 60.2 | 63.6

SourceOwn calculations based on data of the FinancigheBision Authority in Poland and
in Lithuania: www.knf.gov.pl; http://iwww.dpk.It/

To summarize the data gathered, the mean dynaniigsoss written
premiums, claims, and the mean claims ratio arsegmted in Table 13. The
indicators for written premiums and claims paid higher in Lithuania than in
Poland. On the other hand, the claim ratios in ®blare higher than in
Lithuania, particularly in the life insurance sacto

Table 13. The mean dynamics of gross written premias, claims, and mean claims ratios

in 2002-2011
Dynamics of premium Dynamics of claims Claims ratio
Country - - X ) . -
Life Non-life Life Non-life Life Non-life
Poland 114.8 107.2 125.0 106.0 56.3 55.0
Lithuania 124.1 114.0 137.6 119.3 29.1 53.0

SourceOwn calculations based on data of the FinancigheBision Authority in Poland and
in Lithuania: www.knf.gov.pl; http://iwww.dpk.It/

5. Planned trends in the development of insurance anket

Based on analysis of data from the Polish and hitian insurance
markets for the last ten years it can be assumad rtfarket trends will be
preserved. Looking at the experience of other atstthe insurance markets in
Poland and in Lithuania coped well with the effeaft¢he financial crisis.

Forecasts for the next few years concerning thebeunof insurers
indicate that Poland will be characterised by éitaiion of the number of
insurance companies, with a slight decreasing tréhi will be due to mergers
among insurers, thus forming strong capital gragpsnsure the safety of their
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customers. In turn, major changes are not expeactedhuania. The number of
insurance companies there will oscillate at aradd

When analyzing the written premiums in an unwawgriglobal
financial market, it is believed that in Poland gremium income will increase
by an average of about 4.5-5.0 billion PLN per yeaud in Lithuania at about
100-150 million LTL It is believed that paid comation from the insurance
business in the Polish and Lithuaniaarkets should remain at aroundbiiion
PLN in Poland and 1100 million LTL in Lithuania,tivia gradual increase.

In a stable economic situation it is expected thatPoles should spend
greater part of their free financial resources dpen life insurance linked to
insurance capital funds, like in Lithuania and aidad in 2007.

The most popular product in non-life insurancebath countries will
remain motor vehicle insurance. This is due to rmereasing growth in the
number of motor vehicles. Growing premium incomenfr general liability
insurance (group 13) in Poland and in Lithuanials® a factor which confirms
the predicted development of the insurance market.

Regarding to the loss ratio of life insurance ifaRd it will maintained
at about 65% with a slight downward trend, whilean-life insurance situation
will be reversed. The level of this indicator wile fluctuated around 55% of
a slightly increasing trend. In Lithuania, the ratdife insurance will be around
40%, non-life 65% with small growth tendencies.

6. Conclusions

The analysis of the data collected shows many aiitids and some
differences in the individual ratios defining diiens and trends in the
development of the Polish and Lithuanian insuramzgkets. In terms of the
number of insurers, the situation in both countappears stable. On a per capita
basis, Lithuania comes out better in this regariflerAopening its markets as
a result of joining the European Union, a free reaud information, capital and
workforce was established. There is no indicatfat th the upcoming years the
situation will change drastically.

The next issue concerned the level of the premiamiten and claims
paid. Poland felt the results of the financial isrisn the insurance market later
than Lithuania. On average, in the analysed ten-pesiod (2002-2011) the
structure of gross written premiums in life inswrarin Poland was 52%, and in
non-life insurance 48%. In Lithuania, unfortunateig all the years under
analysis insurance products from non-life insuramgere definitely more
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popular. The means for the 2002-2011 period wefé &% life insurance and
72% for non-life insurance. On the other hand,dhare of claims on the gross
written premiums in Poland and in Lithuania was thast favourable for
insurance companies in 2009, amounting to as msiGt8% in Poland and 69%
in Lithuania. In 2011 65% of claims paid in 2011Roland originated from life
insurance, while in Lithuania 69% originated froondife insurance. Considering
the premium income and the payment of benefitscantpensation in subsequent
years, it is believed that in Lithuania the sitotivill change the ratio between
expenditure on life insurance and property inswgaimcfavour of life insurance.

For the life insurance sector in Poland, group Joy=d a higher
popularity in the last three years (2009-2011),levimi Lithuania group 3 was
the most popular, combining insurance with a safimgtion. In the case of the
claims’ structure, the trend is exactly the same.

Within non-life insurance, most insurance policigere purchased by
Poles and Lithuanians for motor vehicle insuranleed-party liability insurance
and casco insurance), followed by property inswaraccident and sickness
insurance, as well as financial insurance and dihbility insurance. In turn,
definitely the highest numbers of claims were footon vehicle and real
property insurance in both countries. In this rdghere will be no change.

In analysing the claims ratio in the period of 2@ 0, large differences
could be observed between the two examined Stadescularly with respect to
the claims ratio in life insurance. On the othendyawvhen taking into account
the four years of 2008-2011, the claims ratio ife linsurance in Poland
amounted to 74% and in Lithuania to 49%, while an4ife insurance it was
57% in Poland and 67% in Lithuania.

Considering various aspects of the Polish and Bkmien insurance
markets, it should be emphasized that the developna#rections are
appropriate. Poles are more interested in life renste, while Lithuanians are
more concerned with non-life insurance.

Economic, political and demographic changes hasgaificant
impact on the situation on the insurance markethédfe is no repeat of
the situation of 2008-2009. which was associatetth Wie global crisis,
the Polish and Lithuanian markets will grow propefhere may be slight
changes in the investment of customers’ savingieimsurance products.

If risk could be foreseen, insurance would not beded. This, however,
is obviously not possible. The economic recessionecent years affected the
entire world, and the insurance market also expeée the effects of this crisis.
Despite the best intentions and the experienceapfyrpersons, potential risks
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were overlooked, which threatened the collapsehefdlobal financial system
(Lane, Down 2010, p. 522). After a difficult 2008da2009 and a short decline,
the Polish and the Lithuanian insurance marketsestao grow again.

References

Act of 21 July 2006 on supervision of the finanerarket (Dz.U. 2006, No. 157, item 1119)

Act of 22 May 2003 on compulsory insurance, InsaeaGuarantee Fund and the Polish Motor
Insurers' Bureau (Dz.U. 2003, No. 124, item 1152)

Act of 22 May 2003 on insurance activities (Dz.003. No. 124, item 1151)

Act of 22 May 2003 on insurance and pension fungegesvision and the Insurance Ombudsman
(Dz.U. 2003, No. 124, item 1153)

Act of 22 May 2003 on insurance mediation (Dz.U020No. 124, item 1154)

Act of April 23, 1964 - Civil Code (Dz.U. 1964, No6 litem 93)

Act of December 2002 - Republic of Lithuania Lawpamsion reform (Valst@dszinios Nr. 123-5511)
Act of July 2000 - Civil Code (ValstyisZinios Nr. 74-2262).

Act of July 2003 - Additional Republic of Lithuanlaaw on autonomous pension accumulation
(Valstyheszinios Nr. 75-3473)

Act of July 2003 - Republic of Lithuania Law on p@m accumulation (ValstysZzinios Nr. 75-3472)

Act of March 2004 — Republic of Lithuania Insurancew on motor third party liability
(Valstyheszinios Nr. 46-1498)

Act of November 1996 - Republic of Lithuania Lawlwalth insurance (Valstyszinios Nr. 55-1287)
Act of September 2003 - Republic of Lithuania Lawimsurance (ValstydsZinios Nr. 94-4246)

Hadyniak B. (2010)Ubezpieczenie jako uidzenia finansowdin:] Jerzy Handschke. Jan Monkiewicz
(ed.) (2010)Ubezpieczenia pogeznik akademickWydawnictwo Poltext, Warszawa

http://www.dpk.It/
http://www.dpk.lt/en/es_draudikai_beta.php
http://www.insuranceeurope.eu/
http://www.lb.It/prieziura

Insurance In Figures. CEA Statistics Nr 36, CEA 2008

Kowalewski E. (2002),Prawo ubezpiecze gospodarczych Oficyna Wydawnicza Branta,
Bydgosz-Tora

Kwiecien |. (2010), Ubezpieczenia w zaydzaniu ryzykiem dziataldoi gospodarczej
Wydawnictwo C.H. Beck, Warszawa



Diregt®In The Development Of Commercial... 165

Lane D.A.. Down M. (2010)The art of managing for the future: leadership ofbulence
‘Management DecisionVol. 48, No. 4

Raport o stanie sektora ubezpieczeo IV kwartatach 2011 roku. Usd Komisji Nadzoru
finansowego 2012. http://imww.knf.gov.pl/images/sektibezpieczen _IVkw2011_tcm75-30582.pdf

Ubezpieczenia 2010. Polska Izba Ubezpikcpe 12, 42. www.piu.org.pl/public/upload/ibrowser/
Ubezpieczenia% 202010.pdf

Ubezpieczenia 2009. Polska Izba Ubezpigczep. 13.http://mww.piu.org.pl/public/upload/
ibrowser/analizy%20i%20raporty/ubezpieczenia200Lchadf

Ulbinaite A.. Kucinskiene M.. Moullec Y. Le. 201®eterminants of Insurance Purchase
Decision Making in LithuanigInzinerineEkonomika-Engineering Economitdo. 24(2)

Williams C.A.. Smith M.L. Young P.C. (2002 Zarzdzanie ryzykiem a ubezpieczenie
Wydawnictwo Naukowe PWN. Warszawa

Streszczenie

KIERUNKI ROZWOJU UBEZPIECZE N GOSPODARCZYCH W POLSCE
I NA LITWIE

Celem artykulu jest okskenie kierunk6w rozwoju ubezpiegzgospodarczych
w Polsce i na Litwie w ostatnim dzigsbleciu. Rynek ubezpieczeniowy w latach 2002-
2011 zmienit €. Zmiany te & widoczne w rénych obszarach ubezpiedze
gospodarczych. W nalsteniu kierunkéw rozwoju rynku pomocne byly inforjaaca
temat liczby ubezpieczycieli przypisu skfadki i ggjnamiki. wyptaty swiadcze.
odszkodowai ich dynamiki oraz wskaika szkodowsti.

Podkrelenia wymaga fakt.zi Polska péniej niz Litwa odczuta skutki kryzysu
finansowego na rynku ubezpieczeniowym. co jestamgow poszczegoélinych analizowanych
wskanikach. Na Litwie pod wzglem wydatkéw na ubezpieczenia zdecydowaagleszyim
zainteresowaniem cieszsie produkty ubezpieciemajtkowych. w Polsce natomiast
ubezpieczenia naycie. W ramach ubezpieezeadziatlu | Polacy kupuyj najwiecej
ubezpieczé z grupy 1. Litwini z grupy 3. Jeli chodzi o dziat Il. zar6wno §rdd 0s6b
mieszkajcych w Polsce. jak i na Litwie. a tak w calej Europie najwkszym
powodzeniem ciegzsie ubezpieczenia komunikacyjne (OC i AC) oraz ubezpiga
nieruchomeci.

Stowa kluczowerynek ubezpieczegospodarczych, sktadka przypisana brutto, poziom
odszkodowa i swiadczei, dziat |, dziat I, wskénik szkodowsTi



