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Abstract: Literature Research Review of premium income and claims expense on risk based 

capital and profit of life insurance companies in Indonesia for the 2016-2020 period is a study 

that aims to test the hypothesis of the influence between each variable used in research that 

will be investigated by further researchers, within the scope of Management science. Finance. 

The writing method used in writing this Literature Review article is using the library research 

method, which is sourced from online media such as Google Scholar, Scribd, online journals 

and other academics. The results of this Literature Review article are: 1) Premium income 

has an effect on RBC; 2) Claim expense affects RBC; 3) Premium income has an effect on 

profit; 4) Claim expense affects RBC; and 5) RBC has an effect on profit. Apart from the 2 

variables, namely premium income and claims expenses that affect the RBC and profit 

variables, there are other variables including investment returns, technical reserves, and 

underwriting results. 
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INTRODUCTION 

Modern life at this time poses many risks that can threaten society, such as the risk of 

loss of opinion due to death, the risk of disability due to accidents and old age insurance. 

There is a sense of worry about the problems that will be faced. Responding to these risks, 

the community is required to have a protection to ensure life until old age. Based on these 

risk problems, the insurance company is one of the right places to get the protection or 

guarantee. Transferring the risk problem to the insurance company is the right thing, the 

public or the prospective insured must pay a sum of money which is usually called a 

premium, then the insurance company will issue an insurance perjainan or can be called an 

insurance policy as proof that the customer is participating in the insurance program. 

Insurance is a company that aims to transfer risk, and insurance companies are not to 

eliminate these risks, but provide protection or guarantees to customers so that they are not 

exposed to that risk. Insurance can be the right solution chosen by the community to 

overcome risks. Insurance has a meaning as a guarantee or coverage. Insurance is a company 
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that provides services in the field of coverage or protection. Customers who have registered 

for insurance for themselves or their property will agree to a contract issued by an insurance 

company called a policy. 

Indonesia has 2 types of insurance, namely general or general insurance and life 

insurance, in this study the author will discuss a case study on life insurance. Life insurance is 

an agreement between the insured (customer) and a life insurance company, in which the 

insurer will pay a claim in the event of a risk, in this discussion taking a sample from life 

insurance, the claim will be paid if the customer experiences the risk of death against the 

policyholder or heir in accordance with the provisions of the policy and the law. Based on 

2020 statistical data published by the Financial Services Authority (OJK) stated that the 

number of conventional life insurance companies that have business licenses to operate as of 

December 31, 2020 is 59 insurance companies. This number has increased compared to the 

number of insurance companies in 2016 to 2019, but decreased to 59 insurance companies in 

2020. During the last 5 years, the number of insurance companies that have operating 

business licenses has an average growth of 5.72% . Based on the 2020 insurance statistics 

data published by the OJK, it states that the gross premium for life insurance in 2020 is 

185.84 trillion. The amount of the increase in gross premiums has increased from a few years 

ago. in the last 5 years, the average increase in gross premiums for life insurance is not too 

significant. The highest increase in gross premiums for life insurance was obtained in 2016 

where the increase was 23.70%. However, from statistical data from the Financial Services 

Authority (OJK), premium growth has decreased from 2019-2020. In 2019 premium growth 

decreased by -1.3% and the most severe from 2016-2020 was in 2020, where premiums 

decreased by -4.3%. 

According to Mutmainah (2015), premium income is not only the company's profit but 

premium income is the company's obligation in the future against claims that have not yet 

occurred. Not all premium income is used but premium income also needs to be reserved by 

the insurance company as a premium reserve, if a claim occurs in the future, the company can 

pay the claim. It can be understood that the premium income in the company's financial 

statements will increase the profit of the insurance company but there are several factors that 

affect the premium income that does not increase the profit. 

Gross claims in the life insurance industry have relatively increased based on OJK 

statistical data, gross claims show that in 2016-2019 there has been a significant increase but 

in 2020 gross claims have decreased by -2.1%. Claim expenses are costs that will be given by 

the insurance company as a form of commitment to the protection provided to customers 

based on the approved policy. If the claim expense is greater than the premium income, the 

claim expense will affect the company's profits. However, if there is an increase in the claim 

burden, it shows that the insurance company has increased sales of insurance products and 

this will also increase public confidence so that it will increase insurance premiums and 

premium reserves (Mutmainah, 2015). 

In addition to premiums and financial health claims, life insurance can be analyzed 

from Risk Based Capital (RBC). Based on Government Regulations, Risk Based Capital or 

RBC, is the ratio that insurance companies must use to determine their level of financial 

security. In the case of life insurance, a higher Risk Based Capital (RBC) indicates that the 

life insurance company is improving its financial situation. The purpose of establishing Risk 

Based Capital (RBC) is to reduce direct and indirect costs so that insurance companies will 

avoid bankruptcy. The Risk Based Capital (RBC) system was designed with care because the 

Risk Based Capital (RBC) will be used by regulators to identify insurance companies' 

finances. 
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Tabel 1. Joint Life Insurance Financial Tabulation in Indonesia 2016-2020 Period 

Source : Otoritas Jasa Keuangan,Statistik Perasuransian Indonesia 2020 

 

Based on the table, it can be seen that net income, premium income and claim expenses 

have increased and decreased, but in 2018 there was a decrease in net profit, premium income 

increased but not too significantly then claim expenses increased significantly so that RBC 

decreased. In 2019 and 2020 there was no loss but the insurance company decreased revenue. 

It can be seen that there is an increase in RBC in 2020 by 5%. Based on these results, the 

author will conduct research on the case study with the title "Analysis of Premium Income 

and Claims Expenses on Risk Based Capital and Profits of Life Insurance Companies in 

Indonesia for the 2016-2020 Period". 

Based on the background, the researcher can formulate the problems to be discussed to 

build hypotheses for further research, namely:  

1. Is there a positive or significant effect of premium on Risk Based Capital? 

2. Is there a positive or significant impact of claims on Risk Based Capital? 

3. Is there a positive or significant effect of premium income on profit? 

4. Is there a positive or significant effect of claims expense on profit? 

5. Is there a positive or significant Risk Based Capital on profit 

 

LITERATURE REVIEW 

Premium 

Premium is an amount of money that has been approved by the prospective 

policyholder and the insurer, both parties are the insurance company (insurer) and customer 

(insured), or payment of an amount of money that has been determined by state regulations or 

law as the basis for compulsory insurance to obtain benefits. or claim. Since the insurance 

premium is paid, the insurer has assumed the risk of the insured during the insurance period 

stated in the policy, therefore the premium is the most important element in the coverage 

because there are rights and obligations of both parties (Fauzi, 2019). The amount of 

premium paid will be determined by the insurance company by the underwriter then the 

insured will pay the premium according to the level of risk that will be borne by the insurance 

company (Assagaf & Ali, 2017). Premium is an amount of money given based on a policy 

agreement by an insurance customer to an insurance company (asuradur) as money to cover a 

number of losses due to a risk underwriting agreement from an insurance customer to an 

insurance company (asuradur) (Sari, 2019). 

Premiums have been extensively researched by previous researchers, among others: 

(Mansur & Ali, 2017), (Darwisyah et al., 2021), (Ali et al., 2022), (Mulyani et al., 2020), 

(Sivaram et al., 2020). 

 

Beban Klaim 

The claim burden is the insured's right to the insurer for the losses incurred, the process 

of submitting a claim by the participant or heir to get the sum insured after the insured pays 

the premium in accordance with the policy and submits the appropriate claim submission 

document. responsibility by the insurance company, with systematic risk management will 

identify any events that can trigger the emergence of risk in the insurance company, as well 

Keterangan 2016 2017 2018 2019 2020 

Net profit 10.286.284 19.376.933 (12.574.167) 12.545.532 731.995  

Net Premium 

Income 
153.585.482 178.355.251 178.768.778 180.310.910 165.375.254  

Claim Expense 145.424.207 140.126.121 147.003.184 145.088.520 145.420.005 

RBC 113.9% 115.8% 112,6% 111,0% 116.0% 
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as evaluate the impact and likelihood of these events. (Shakir, 2014). The claim expense is an 

insurance customer's official request to the insurance company, in order to request payment 

of coverage in accordance with the provisions of the policy (Ali, 1926). The insurance claim 

submitted by the customer will be reviewed by the company to ensure its correctness and 

conformity with the policy data which will later be paid to the customer if it is in accordance 

with the policy (Fenty, 2020). Claims are claims of customer rights which are carried out in 

accordance with the agreed insurance policy (Agustani et al., 2019). 

Claim Expense have been studied by many previous researchers, including: (Agussalim 

et al., 2016), (SiVARAM et al., 2019), (M & Ali, 2017), (Suharyono & Ali, 2015). 

 

Risk Based Capital (RBC) 

Solvency Ratio (RBC) is a method for calculating the solvency limit stipulated in the 

legislation to measure the health of an insurance company's financial statements. By knowing 

the Risk Based Capital (RBC), the insurance company can manage and determine the level of 

risk that can be borne by the insurance company, if the insurance company has a Risk Based 

Capital (RBC) or a high level of solvency, the insurance company has a healthy financial 

level ( Mubarok, 2017). Risk Based Capital is a guide to assessing an insurance company 

whether the insurance company can fulfill all the obligations it bears (Tarigan & Mahfud, 

2015). Risk Based Capital is a measure of the level of security / level of the insurance 

company's ability to cover all claims or losses that may be experienced by insurance 

companies that will affect the results of the insurance company's financial performance 

(Ratna, 2020). 

Risk Based Capital have been extensively researched by previous researchers, among 

others: (Ali & Ekawati, 2012), (Pusparani et al., 2021), (Masruhin et al., 2021), (Zahran & 

Ali, 2020). 

 

Asuransi Jiwa 

Life insurance is basically a transfer or transfer of risk for financial loss or financial 

loss. The risk transferred to the insurer is basically not the risk of death, but the loss caused 

by the loss of a person's soul or someone who has entered an old age so that he is no longer 

productive (Kasir, 2011). Life insurance is a fund set aside for the payment of insurance 

premiums to protect or protect personal and family life (Rastuti, 2018). Life insurance is 

insurance that covers the customer's life with guarantees in the form of financial or money 

losses due to the loss of someone who is a source of income to meet the needs of the heirs 

(Mufidah, 2021). 

Life insurance has been extensively researched by previous researchers, including: 

(Fardinal et al., 2022), (Haitao & Ali, 2022), (Chong & Ali, 2021), (Pitri et al., 2022), 

(Firmansyah & Ali, 2019). 

 

Laba 

Profit is the result of the company's financial health report in carrying out business 

activities and company operations which are calculated from the nominal results (Alamsyah 

& Wiranto, 2017). Profit is the result of a company's performance in managing company 

operations so that it can minimize the company's burden so that it will generate a profit 

(Mufidah, 2021). Profit is the ability of a company to earn profits with a measure that is 

applied to see how far the company is able to earn profits at an acceptable level (Sudana, 

2015). 

Profit  has been extensively researched by previous researchers, including: (Hafat & 

Ali, 2022), (Nugroho & Ali, 2022), (Faisal et al., 2021), (Ali et al., 2020), (Sudiantini & 

Saputra, 2022). 
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Table 1: Relevant previous research 

No 
Author 

(Year) 
Previous Research Results 

Similarities with this 

Research 

Differences with this 

Research 

1 

Alamsyah, R., 

Wiratno A. 

(2017) 

Premiums have no effect on 

RBC, Claim Expenses also 

have no effect on solvency 

ratios. 

This study has the same 

variables in the study. 

Premiums have no effect 

on RBC 

remiums have no 

effect on RBC 

claim expense has no 

effect on RBC 

2 
Haniva, L 

(2018) 

Premiums and claims have a 

positive impact on company 

profits 

Premiums have a 

positive effect on 

company profits 

Claims have a positive 

effect on company 

profits 

3 

Rahayu, D. 

Mubarok, N 

(2021) 

Solvency ratio does not have a 

positive effect on company 

profits 

Discusses the effect of 

RBC on profit. 

RBC does not have a 

positive effect on 

company profits 

4 

Nurhayati. 

Noprika, S 

(2020) 

Premiums and claims expenses 

do not have a positive impact 

on profit 

Discusses the effect of 

premium income and 

claims expense on profit 

Premiums and claims 

have no effect on 

profit 

5 
Rahmawati, T 

(2017) 

Premiums and claims have a 

significant effect on the 

solvency of life insurance 

companies. 

Claim premium affects 

RBC 
claims affect RBC 

6 
Mutmainah 

(2015) 

Claims, premiums and 

solvency ratios affect company 

profits 

Premiums, claims and 

RBC affect the 

company's profit 

RBC affects the 

company's profit 

7 

Tarigan, K. P., 

Mahfud KM 

(2015) 

Claim expense affects solvency 

ratio 

Claim expense affects 

RBC 

The difference is in the 

variables and case 

studies 

8 

Natasya, F., 

Mahardika D. 

P. (2019) 

Claim expense has a positive 

effect on solvency ratio 

Claim expense has an 

effect on RBC 

Researching general 

insurance case studies 

9 
Anggraini M 

dkk (2022) 

Premium has no effect on 

solvency ratio 

This study has some of 

the same variables in the 

study 

Premium has no effect 

on solvency ratio 

10 Jati, G (2018) 
Claims affect the Company's 

Profit 

Claims affect company 

profits 

Research case study, 

namely sharia life 

insurance 

11 
Setyaningsih, 

et al., (2021) 

Premiums affect the profit of 

insurance companies and RBC 

has no effect on profits 

Premiums affect the 

profit of insurance 

companies 

RBC has no effect on 

profit 

12 
Mufidah, Z. U 

(2021) 

There is a significant 

relationship between premium 

income and insurance company 

profits 

Premiums affect the 

profit of insurance 

companies 

Not researching claims 

expense and RBC 

13 

Maharani J 

(2020) 

 

 

  

The results of the analysis of 

the researcher show that there 

is no influence of Premiums, 

Claims and Investments on the 

solvency ratio 

Discussing the effect of 

premium and claim 

expense on RBC 

Premiums and Claims 

have no effect on RBC 

14 
Nadia M 

(2018) 

RBC does not have a 

significant effect on the profit 

of insurance companies 

Examining the effect of 

Premium and RBC on 

profit 

RBC does not have a 

significant effect on 

company profits 

15 
Hissiyah, CN 

(2020) 

The results of the researcher's 

analysis reveal that premium 

income and claim expenses 

have a significant effect on 

profit 

Premiums have an effect 

on company profits, 

claim expenses 

have a significant 

effect on profits 

16 

Marwansyah, 

S & Utami, 

AN (2017) 

The results of the researcher's 

analysis of premiums and 

claims expenses affect the 

profit of insurance companies 

Premiums affect the 

profit of insurance 

companies 

Claim Expenses affect 

the profit of insurance 

companies 

17 Purnamasari, I The results of the researcher's The results of the Claims have no effect 
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(2021) analysis of claims expense has 

no effect on profit 

analysis of this study are 

premiums, claims and 

RBC to company profits 

on profit 

18 

Phrahasti V 

(2020) 

The results of the analysis of 

researchers Premiums have no 

effect on the profits of 

insurance companies 

Examining the effect of 

premium income on 

profit 

Premiums have no 

effect on the insurance 

company's profit 

19 

Nasution NH., 

Nanda ST 

(2020) 

The results of the RBC 

researcher's analysis have an 

influence on profit 

RBC researcher analysis 

has an effect on profit 

Does not examine the 

effect of claims 

expense on profit 

20 

Wulandari, R 

dkk (2017). 

The results of the analysis of 

the researcher's claim have no 

effect on profit 

This study examines the 

effect of premiums and 

claims on profit 

Claims have no effect 

on profit 

21 

Wulandari, S 

(2018) 

The results of the analysis of 

the researcher's claim have no 

effect on profit. 

This study examines the 

effect of premiums and 

claims on 

Claims have no effect 

on profits 

22 

Leviany T & 

Sukiati W 

(2014) 

RBC has an influence on the 

profit of insurance companies 

RBC has an effect on 

income 

Researchers do not 

examine variables 

such as premiums and 

claims 

 

RESEARCH METHODS 

The method for writing this Literature Review article uses descriptive qualitative 

methods and library research, obtained from online applications such as Google Schoolar, 

Mendeley and other online applications. The keywords used to search the Literature Review 

are, Premium Income, Solvency Ratio, Claims, and RBC. 

In qualitative research, literature review is used consistently with methodological 

opinions. Means must be used inductively so that it does not raise the questions asked by the 

researcher. An important reason for conducting qualitative research is that the research is 

exploratory (Ali, H., & Limakrisna, 2013). 

 

DISCUSSION 

Based on the formulation of the problem, relevant theoretical studies and previous 

research that have been described, the discussion of this literature review article is: 

 

Effect of Premium Income on RBC 

Previous research revealed that there are premium incomes that have an effect or there 

are no effects, but premiums are expected to have an effect on RBC because every premium 

received by the insurance company will be reserved for claims that have not yet occurred. 

Then the reserved funds will be managed by the insurance company in order to get 

profitability which will later be used for the company's needs. This statement is in accordance 

with the research of Rahmawati, T (2017) that if there is an increase in premium income, it 

will increase RBC. However, this result is inversely proportional to the research of 

Alamsyah, R & Wiratno A (2017) and Anggraini M et al (2022) because the premium income 

is less than the claim expense, so the company uses RBC to pay the claim. 

 

The Effect of Claim Expenses on RBC 

Claim expense has a positive effect on the solvency ratio or RBC, this is because RBC 

itself is a reserve used to pay claims that have not yet occurred. The solvency ratio also shows 

that the insurance company's ability to carry out its obligations, namely the payment of 

claims. The more claims paid by the insurance company, the insurance company is in very 

good financial condition, but if the insurance company is slow or difficult to pay claims then 

the company is in a bad state, it can be said that the company does not have sufficient 

reserves to pay claim. This research is in line with the research of Tarigan, AP., Mahfud KM 
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(2015) and Natasya, F., Mahardika DP (2019) which states that if the company pays larger 

claims, the insurance company has a high RBC and has a good financial position. However, 

the results of this study are not in line with the results of Maharani J's research (2020). 

 

Effect of Premium Income on Profit 

Premium income is the largest income for insurance companies. Large premium 

income should add to the insurance company's profit. Each of the insurance books, the 

insurance company will get a fee or fee so that it will increase the influence on company 

profits, this is in line with the research of Marwansyah, S & Utami, AN (2017) and 

Mutmainah (2015). If the premium has a negative effect on profit, the premium income is 

smaller than the claim, in line with Maharani J (2020). 

 

The Effect of Claim Expenses on Profit 

Every company in the insurance sector basically has the responsibility or obligation to 

pay the rights of their insurance participants in the form of claims as long as the customer is 

still paying the premium and is still within the coverage period. If a company in the insurance 

sector has a large claim burden, it will have a direct impact on the profit of the insurance 

company, this opinion is in line with the research of Jati, G (2018). However, if the claim is 

smaller then the claim will have no effect on this profit according to the research of 

Wulandari, R et al (2017) and Purnamasari, I (2021). 

 

The Effect Risk Base Capital om Profit 

Basically, RBC is a premium reserve that is used to pay claims that will occur in the 

future and RBC is a parameter to see the health of insurance companies. If the income is 

higher and the burden decreases, the RBC will increase and affect the profit of the insurance 

company, this opinion is in accordance with the research of Nasution NH & Nanda ST (2020) 

and Leviany T & Sukiati W (2014). However, if the company suffers a loss due to income 

that is smaller than the expenditure, the RBC will decrease and will not generate a profit. This 

opinion is in line with Nadia M (2018) research. 

 

Conceptual Framework 

Berdasarkan paparan diatas diawali dari rumusan masalah, kajian teori, penelitian 

terdahulu dan pembahasan mengenai pengaruh antar variabel, maka dapat digambarkan 

kerangka berfikir penelitian ini seperti berikut. 

 

 

 

 

 

 

 

 

 

 

 

 
Gambar 1: Conceptual Framework 

 

Based on the above framework, premium income and claim expenses affect RBC and 

profit of life insurance companies either directly or indirectly. Apart from the three variables 

above, there are still some that affect the profit of insurance companies such as: 
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1) Investment Return: Phrahasti, V (2020), Hissiyah, CN (2020), Marwansyah, S., Utami, 

AN. 

2) Underwriting: Wulandari, R et al (2017), Haniva, L (2018), Mutmainah, (2015). 

3) Claim Expenses: (Kasman & Ali, 2022), (Sari & Ali, 2022), (Putra & Ali, 2022). 

4) Risk Based Capital: (Ismail et al., 2022), (Saputra et al., 2021), (Lathiifa & Ali, 2013). 

 

CONCLUSIONS AND RECOMMENDATIONS 

Conclusions 

Based on the results of these studies and the discussion that has been discussed 

previously, it is hoped that further research can generate new hypotheses based on factors that 

influence earnings. For example: whether premium income has an effect on claims and 

whether profit can affect technical reserves. There is still enough for the development of 

hypotheses in this study, it is hoped that further research can dig deeper regarding the 

hypothesis. 

 

Recommendations 

It is hoped that further research can expand the object of research such as general 

insurance, sharia general insurance and so on. There are several other variables that have an 

influence on RBC and Profit apart from premium income and claim expenses, these variables 

are underwriting results, investment returns, operating expenses and dividends. It is hoped 

that future research can use these variables. 
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