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Introduction

From the beginning of the process of introducing market economy in Poland, the
sector of economic insurance has belonged to the fastest growing elements of the
financial services sector'. In the development of insurance, similarly to other types
of business activity or the economy as a whole, changes in the level of activities
appear, visible in more or less regular fluctuations. The mechanism and morpho-
logical features of such fluctuations are varied depending on the phenomenon or
sector under consideration and they undergo continuous transformation simulta-
neously with the change of the factors which determine them.

An effective way of getting to know the characteristics of contemporary busi-
ness tendency fluctuations is the analysis of proper empirical materials. These are
constituted by time series of quantitative or qualitative indexes which character-
ize the state and directions of changes in the basic elements of the economic proc-
ess being studied. Identification of business tendency fluctuations on the basis of
empirical analyses is not only of cognitive significance but also has an important

! Within the years 1993-2005, the number of insurance companies on the Polish market grew
over 2.5 folds (from 25 companies in 1993 to 68 companies in 2005) and the real value of their assets
increased as much as 11 folds (asset increase - in fixed prices from 1993 - from PLN 2.3 billion to
PLN 25.4 billion). There was an almost 3 fold increase in the real values of premiums collected and a
significant growth of penetration coefficient, which defines the share of collected premiums in Gross
Domestic Product (coefficient increase from 1.99% in 1993 to 3.16% in 2005). See e.g.: Analiza pol-
skiego rynku ubezpieczerr w 2000 ., PUNU, Warszawa 2001, pp. 3-6; Ubezpieczenia 2005. Raport
roczny, PIU, Warszawa 2006, pp. 42-43.
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practical value, as they enable business entities to make rational decisions in a fast
changing environment®.

The above premises imply two leading aims of this article. The first of these is to
present the methodology of research conducted with the use of business tendency
survey’ on the insurance market in Poland, as a result of which a unique empirical
material has been collected. The second aim is an attempt at conducting an analy-
sis of the morphological features of business tendency fluctuations on the insur-
ance market in the light of the results of empirical studies carried out with the use
of the abovementioned method.

The subject of empirical analyses is the changes in the values of simple qualita-
tive business tendency indicators concerning the number of customers served, the
value of premiums obtained and the value of damages paid as well as the changes
in the value of three composite qualitative indicators — confidence index concern-
ing insurance service demand, financial condition of insurance companies and
Poznanski Indeks Koniunktury Ubezpieczeniowej (Poznan Insurance Business
Tendency Index).

Empirical analyses cover the changes in the abovementioned indicators in the
period between the 2nd quarter 1993 and the 4th quarter 2006 (55 quarters).

1. Insurance market research methodology - business tendency
survey

The studies of business tendency on the market of insurance services conducted
with the use of business tendency survey (BTS) were initiated in Poland in 1993*.
From the very beginning, they cover the whole area of Poland and are conducted
in a quarterly cycle. The population surveyed consists of central offices, branches

2 A broad presentation of the essence and methodological basis of the empirical analysis of
business tendency fluctuations can be found, among others, in: R. Barczyk, Teoria i praktyka polityki
antycyklicznej, Wyd. AE w Poznaniu, Poznan 2004, pp. 37-52 and R. Barczyk, Z. Kowalczyk, Metody
badania koniunktury gospodarczej, PWN, Warszawa-Poznan 1993, pp. 31-48 and 54-64.

3 The essence of Business Tendency Survey (BTS) method and its main advantages and disad-
vantages are presented, among others, in: R. Barczyk, Z. Kowalczyk, Metody..., op. cit., pp. 151-154;
J. Garczarczyk, R. Matusewicz, M. Mocek, Koniunktura na rynku bankowym i ubezpieczeniowym
w Polsce, AE w Poznaniu, Poznan 2001, pp. 37-42; M. Lubinski, Analiza koniunktury i badanie
rynkéw, Dom Wydawniczy ELIPSA, Warszawa 2002, pp. 247-256.

* The research was initially carried out by the Department of Marketing Research (previous
name: Department of Market and Services Research) at the Poznan University of Economics to-
gether with ZBM INFOMARKT and later independently by the Department within KBN research
projects no. H02D 001 16 and H02C 086 24, and recently — within statutory research.
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(inspectorates) and representative offices of insurance companies which offer life,
personal and property insurance on the area of Poland (sector I - life insurance
and sector II - the remaining personal and property insurance).

The research is conducted via mail survey technique on the research sample
selected from the population defined above and amounting to 400-450 units.
The method of stratified selection was applied when selecting the entities for the
sample. The strata have been selected according to three criteria: type of insurance
services offered, value of their stock capital and their market-share as well as the
region in which the insurance unit operates. Therefore, the research distinguishes
units which offer life and non-life insurance and among these, large, medium-
sized and small companies. In turn, when it comes to the geographical criterion,
the units have been divided into five regions: Pomorski, Central, Wielkopolski,
Southern and Eastern.

The primary measurement tool used in the study of business tendency on the
insurance market is a business tendency questionnaire’. Its specific feature is the
use of a five-grade response scale: significant decrease, slight decrease, no change,
slight increase, significant increase (or a significant worsening, slight worsening,
no change, slight improvement, significant improvement). One should also em-
phasize that both the assessments of situations and the forecasts are formulated
through a comparison with an analogous quarter of the previous year and not
with the previous quarter. Such a construction of the measurement tool aims at
eliminating — at the stage of the original measurement — the impact of seasonal-
ity without the necessity of later use of analytical methods in order to eliminate it
from the empirical material collected.

Generally, the questionnaire used in the study consists of two major parts:

- overall assessment and forecast of the situation (questions concerning the ac-
tivities of a given outlet),

— detailed assessment and forecast of the situation (questions concerning parti-
cular insurance services).

In the first part of the questionnaire directed to the managers of insurance
companies, there are questions concerning general dimensions characterizing the
changes in an insurance outlet. These cover the changes noted in a given quarter
(diagnostic questions) and anticipated in the upcoming quarter (prognostic ques-
tions) in relation to the following ten values: total number of services rendered, the
number of customers served, the number of insurance policies drawn up, the value
of premiums collected, the number of loss claims/damage notified of, the value of
damages and compensation paid, the number of customers renouncing the pay-

> A comprehensive overview of the content of questions used in business tendency surveys
applied in various types of research is included in: M. Bie¢, Test koniunktury. Metody, techniki,
doswiadczenia, Prace i Materialy IRG, Number 48, SGH, Warszawa 1996, pp. 26-42.

145



Marek Mocek

ment of the next premium installment, the level of loss ratio, the number of types
of insurance offered and the general financial situation.

The second part consists of detailed questions (diagnostic and prognostic ones),
relating to particular types of insurance services offered by insurance companies.
The questions concern such categories as the value of premiums collected, premi-
um rate, number of loss claims/damage, value of damages and compensation paid.
For the research purposes, the insurance services have been divided into five basic
groups and three to six sub-groups have been indicated within these. The following
groups of insurance services have been selected:

— life insurance (with 5 sub-groups),

- personal insurance (with 4 sub-groups),

- property insurance (with 6 sub-groups),

- personal liability insurance (with 4 sub-groups),
- financial insurance (with 3 sub-groups).

In the process of elaborating the empirical material collected, after the stage
of formal and substantial control, the weighing of the answers obtained from the
respondents takes place and then simple and composite qualitative indicators of
insurance business tendency are calculated. Simple indicators in the form of busi-
ness tendency balances® relate to particular values (categories analyzed) and types
of insurance services. Composite indicators are weighted aggregates with various
structures, calculated on the basis of simple indicators’.

The synthetic assessment of business tendency on the insurance market in Po-
land is presented by a composite qualitative indicator called Poznanski Indeks Ko-
niunktury Ubezpieczeniowej (Poznan Index of Insurance Business Tendency)
PIKU. It is an arithmetic mean of a set of 10 simple business tendency indicators -
half of these are diagnostic indicators and the other half prognostic ones.

The value of PIKU is defined in accordance with the following formula:

¢ Business tendency balances assume the values in the range from -100 (significant decrease,
worsening) to +100 (significant increase, improvement) and define the pace of changes in a given
quarter in comparison to an analogous period of the previous year. In the research conducted by
the Department of Marketing Research at the Poznan University of Economics, the following inter-
pretation of business tendency balances is applied: up to 10 - no change, 11-25 — minimum, slight,
moderate increase (decrease), 26-50 — certain, visible increase (decrease), 51-75 — substantial, large,
essential increase (decrease), 76-90 — significant increase (decrease), over 90 — very significant in-
crease (decrease). Zob. J. Garczarczyk, R. Matusewicz, M. Mocek, Koniunktura ..., op.cit., s. 48.

7 More on the rules and methods of constructing composite indicators and their usefulness
in e.g.: R. Barczyk, Wartos¢ poznawcza zlozonych wskaznikow koniunktury opartych na danych
jakosciowych, “Ekonomista” no. 4, 1996, p. 491 and following.; J. Garczarczyk, M. Mocek, I. Olejnik,
R. Skikiewicz, Wskazniki koniunktury finansowej w diagnozowaniu i prognozowaniu rozwoju gospo-
darki, AE w Poznaniu, Poznan 2006, p. 59 and following.
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PIKU = (1)

_ OWUO+OWS+(-OWO)+(—OLR)+OSF + PKLN + PLUO + PWS +(-PSZ) + PSF
10

where:

OWUO - balance of the assessment of the total number of services provided in t quarter,

OWS - balance of the assessment of values of the premiums collected in ¢ quarter,

OWO - balance of the assessment of the values of damages/compensation paid in ¢ quarter,

OLR - balance of the assessment of the number of customers renouncing the insurance in ¢ quarter,

OSF - balance of the assessment of general financial situation of insurance companies in t quarter,

PKLN - balance of the forecast of new customers in ¢+1 quarter,
PLUO - balance of the forecast of insurance policies drawn up in f+1 quarter,

PWS - balance of the forecast of the value of premiums collected in #+1 quarter,
PSZ - balance of the forecast of loss ratio in t+1 quarter,
PSF - balance of the forecast of insurance companies’ financial situation in t+1 quarter.

The above indicator is standardized and assumes the values in the range of —-100
(very significant worsening) to +100 (very significant improvement). PIKU index is
calculated for the whole insurance market and also separately for the life insurance
market and property insurance market, for groups of insurance companies accord-
ing to their size (large, medium-sized and small) and for five regions (northern,
eastern, central, western, southern).

In the analyses conducted, apart from PIKU index presented above, two other
qualitative composite indicators are used, serving the purpose of a synthetic as-
sessment of insurance services demand (PIOPU) and the financial situation of
insurance companies (PIOKU). Each of the indicators is an arithmetic mean of a
set of three simple indicators, including two diagnostic ones and a prognostic one.
Their value is calculated according to the following formula:

- economic confidence index concerning the demand for insurance services

PIOPU;

PIOPU = OKL+OWUO+ PSR 2)
3
where:
OKL - balance of assessment of the total number of customers served in t quarter,
OWUO - balance of assessment of the total number of services rendered in t quarter,
PSR - balance of forecast of general situation on the insurance market in t+1 quarter,

- economic confidence index concerning the financial situation of insurance
companies PIOKU;

PIOKU = (-OWO) +3OSF+PSZ 3)
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where:

OWO - balance of assessment of the value of damages/compensation paid in t quarter,

OSF - balance of assessment of general financial situation of insurance companies in t quarter,
PSZ - balance of forecast of loss ratio in t+1 quarter.

Both indexes presented above are standardized values and, similarly to PIKU,
they assume the values within the range of —100 (very significant decline, very sig-
nificant worsening) to +100 (very significant increase, very significant improve-
ment).

One should emphasize that the analysis of the results of research on the insur-
ance market obtained with the use of business tendency survey is conducted both
within a statistical (quarterly) approach and a dynamic (long-term) one. The full
results of research are published in the form of quarterly reports.

2. Morphological features of business tendency cycles on the
insurance market in the light of simple qualitative indicators

The basis for the morphological analysis of business tendency cycles was the results
of quarterly studies on the insurance market conducted with the use of business
tendency surveys. Simple qualitative indicators in the form of business tendency
balances were used while attempting to separate and analyze the cycles, expansion
and contraction phases, their length and the amplitude of fluctuations®.

Morphological analysis of business tendency cycles on the insurance service
market in the years 1993-2006 (55 quarters) was conducted on the basis of simple
indicators (business tendency balances) concerning:

- the number of customers served (OKL),
— the value of premiums collected (OWS),
- the value of damages and compensations paid (OWO).

The choice of qualitative indicators which characterize the direction and in-
tensity of changes in the value of insurance premiums obtained and the value
of damages and compensations paid by the insurance companies results from
the fact that both these values are commonly considered, in the sector’s report-

8 In the analyses conducted, the assumption was made that the time series of business tenden-
cy balances will be treated as series containing information comparable to the rate of changes and,
therefore, the turning points are interpreted in accordance with the concept of growth cycle. When
defining the turning points, one applied the rules presented in detail in the works of: R. Barczyk,
Z. Kowalczyk, Metody..., op.cit., p. 20-23 and M. Lubinski, Analiza..., op.cit., p. 64-67. It was also
assumed that the minimum length of a period which may be considered as a cycle phase amounts to
three quarters (see: R. Barczyk, Teoria..., op.cit., p. 270).
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ing accounts, as the key measures of development on the insurance market. The
premium value is treated as a measure of the damand for the insurance services
while the value of damages and compensations paid is the basic element of in-
surance companies’ operating costs and is decisive for the profitability of basic
activities. The reason for choosing the qualitative indicator which concerns the
number of customers served was the need to complement the description of the
situation on the market with the information on the changes in the scope of
quantitative categories which characterize the scale of business contacts between
clients and insurance companies.

Number of customers. The growth rate of the number of customers served by
insurance companies was quite high until the end of 1996 (business tendency bal-
ance up to +52, the average value of +42), and it was regularly decreasing in the
following period. Within the last 54 quarters, one may distinguish seven develop-
ment phases, three of which with a generally increasing growth rate (31 quarters
in total) and four with a decreasing growth rate (23 quarters in total). After a short
increase at the beginning of the second half of 1993, the following three quarters
noted a significant decrease in the growth rate of the number of customers (busi-
ness tendency decrease by as many as 20 points), which may have been a conse-
quence of the bankruptcy of WESTA insurance company, well known on the in-
surance market. However, in the mid-1994, the most advantageous period in the
whole 14 years was registered, as the growth rate of the number of customers was
increasing systematically (balance increase by 26 points, to the level of +53).

Unfortunately, at the beginning of 1997, insurance companies noted quite a
regularly decreasing growth rate of the number of customers served. This clear
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downward trend (balance decrease by 29 points) was stopped only at the be-
ginning of 1999, when a six-quarter period of an increasing growth rate in the
number of customers took place. However, the period of the following 6 quarters
again brought a decrease in the pace of gaining customers (moreover, it was quite
sharp - balance decrease by as many as 37 points), as a result of which the growth
rate in the first quarter of 2002 was at the lowest level in the whole period ana-
lyzed (the balance of only +2). Since that moment, until the end of 2005, a steadily
growing, even though irregular, dynamics in the increase in the number of cus-
tomers of insurance companies was recorded (balance increase by 37 points). The
positive tendency, which lasted for almost four years, ended abruptly at the begin-
ning of 2006 (business tendency balance sum decrease by 25 points) and finally,
the growth rate of the number of customers served last year was again indicating
a downward tendency.

Value of premiums. Within the last 14 years, the growth rate of the premiums
obtained by insurance companies was generally high, even though it was decreas-
ing with time, which proves a relative deterioration of business tendency. The am-
plitude of business tendency fluctuations was high, therefore business tendency
balances were in the range from +8 (1% quarter of 2002) to +76 (4™ quarter of
1993). In the whole analyzed period, one may distinguish five development phas-
es, two with a growing (20 quarters in total) and three with a declining (34 quar-
ters) growth rate of the value of premiums collected. One should emphasize that
the scale of changes in the decline phases was significantly larger than the one
in the growth phases and, therefore, after 54 quarters, business tendency balance
was at the level by 28 points lower than the one at the beginning of 1993. It is also
worth noting that a seven-quarter expansion phase of the first cycle (2" quarter of
1995 - 4™ quarter of 1996) was clearly the best period in the sixteen-year history
of development of the insurance sector in Poland (the increase in business tenden-
cy balance from +55 to +74 points).

The above changes in obtaining premiums by insurance companies were a re-
sult of various tendencies which took place within particular types of insurance.
Their expansion and contraction phases, their duration period, growth rate of pre-
miums and amplitude of fluctuations were all different. The growth rate of premi-
ums’ value in life insurance companies was significantly higher (balances in the
range of +27 - 3rd quarter of 2001 - to +79 — 4th quarter of 1996), in the whole
analyzed period, than in property insurance companies (balance from -8 in the
Ist quarter of 2003 to +79 in the 2nd quarter of 1993). At the same time, business
tendency in the scope of life insurance was significantly more stable (fluctuation
amplitude amounting to 52 points) than in the case of property insurance (87
points).

Also the number of expansion phases and their duration in particular insur-
ance companies was varied. In life insurance companies there were two expan-
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sions phases (from the second quarter 1995 until the fourth quarter 1996 and
from the fourth quarter 2001 until today) and two contraction phases (until the
second quarter 1995 and from the first quarter of 1997 until the third quarter
2001), while in the case of property insurance companies, there were three rela-
tively quite short expansion phases (the second quarter 1995 - the third quarter
1996, the third quarter 1999 - the third quarter 2000 and the second quarter 2003
- the second quarter 2005) and four contraction phases.

Value of damages and compensation paid. The growth rate of damages and
compensation paid was high in the initial period, while a clear downward trend was
noted after 1997. Therefore, after 14 years, business tendency balance was lower by
42 points than at the beginning of 1993. While the growth rate of damages and com-
pensation increase until the year 1998 was lower than the value of premiums collect-
ed, in the later period, for quite a long time (until mid-2004), damages grew faster
than premiums. Only in the period of the last 10 quarters did the situation change
and the growth rate of the value of damages paid was again lower than the growth
rate of the value of premiums collected. Generally speaking, in the period analyzed,
one may distinguish 5 development phases, two with a growing (19 quarters) and
three with a declining (35 quarters in total) growth rate.

The highest growth rate of damages was recorded in 1993 (balances of more than
+69 points), while the following quarters witnessed its sharp decrease (balance de-
cline by as many as 32 points). However, already after the 3" quarter of 1994, there
was another, long-term increase in the growth rate of damages and compensations
(balance increase by 24 points), halted only in the 1* quarter of 1997. Since then, un-
til the 2" quarter of 2002, the growth rate of damages generally exhibits a downward
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trend (balance decrease by 46 points). After that period, the following 10 quarters
witnessed a regularly increasing growth rate of the damages paid (balance increase
by 24 points) while another decline took place in the subsequent 5 quarters (balance
decrease by 20 points). The situation in the last three quarters of 2006 indicates again
the appearance of disadvantageous upward trend concerning damages.

Business tendency cycle within the analyzed groups of insurance companies
was developing in a clearly varied way. In the case of life insurance companies,
the quarterly growth rate was decidedly higher in the whole fourteen-year period
(balances from +33 in the 3™ quarter of 2002 to +82 in the 2™ quarter of 1993)
than in property insurance companies (balances from +2 in the 1* quarter of 2003
to +65 in the 4™ quarter of 1997). One should also emphasize that while life in-
surances were characterized by a more stable but not very strong decrease in the
damages growth rate, life insurance was dominated by irregular and quite strong
accelerations and declines in the growth rate of damages paid. As a result of the
above tendencies, business tendency balances after 54 quarters were lower in both
types of insurance companies than in 1993 (for life insurance - by 38 points, for
property insurance - by 42 points).

Also the number of expansion phases and their duration was varied. In life in-
surance companies there were two expansions phases (from the second quarter
2000 until the fourth quarter 2000 and from the fourth quarter 2002 until today)
and two contraction phases. In the case of property insurance companies, in turn,
two expansion phases (from the fourth quarter 1994 until the fourth quarter 1997
and from the second quarter 2003 until the fourth quarter 2004) and three con-
traction phases were recorded.
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Table 1. Selected morphological features of business tendency cycles indicated in time series of
simple qualitative indicators of business tendency on the insurance market in Poland in the period
between the second quarter 1993 and the fourth quarter 2006

Phases of business cycles

Morphological
features of cycles cor?trac- exPan— cor?trac- eXPan— corAltrac- eXPan— cor}trac-
tion sion tion sion tion sion tion
Number of customers
, , ro4- | r97- | IP99- | IV’00- | Ir02- |
Period - W94 vos | roo | mroo | roz | tvos | 106
Length (in quarters):
- phase 10 9 6 6 15
- cycle 19 12
Amplitude (in points):
- phase 25.7 28.8 15.2 37.5 36.8
- cycle -3.7 -22.3
Value of premiums
. § 1r95- 1'97- 1ro2- ,
Period - T95 IV'9 oz 1705 1ros -
Length (in quarters):
- phase 7 21 13
- cycle 28
Amplitude (in points):
- phase 19.1 65.7 33.8
- cycle -46.6
Value of damages and compensations
. N 1V’94- 1'97- 1Iro2- s
Period - III'94 V96 oz V04 T05 -
Length (in quarters):
- phase 9 22 10
- cycle 31
Amplitude (in points):
- phase 23.8 45.3 24.1
- cycle -21.5

Source: own calculations.

3. Morphological features of business tendency cycles on the
insurance market in the light of composite qualitative indicators

Morphological analysis of business tendency cycles on the insurance service mar-
ket in the years 1993-2006 (55 quarters) was carried out on the basis of the follo-
wing composite indicators:
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— Poznanski Indeks Koniunktury Ubezpieczeniowej (Poznan Index of Insurance

Business Tendency) — PIKU,

- Confidence index concerning demand for insurance services - PIOPU,
- Confidence index concering insurance companies’ financial situation -

PIOKU.

PIKU. Poznan Index of Insurance Business Tendency provides a synthetic as-
sessment of business tendency on the insurance market. In the light of values
of this index, one may state that in the years 1993-2006 the growth rate of the
insurance market was rather moderate (PIKU from +7 to +37 points) and that it
changed in time. Generally speaking, PIKU values allow for distinguishing among
three major stages within the development of the insurance service market in Po-
land in the last 14 years: the first of these until the end of 1996, with an improve-
ment of business tendency on the market (the growth rate generally increasing),
the second from the beginning of 1997 to the first quarter of 2002, characterized
by a significant deterioration of business tendency (growth rate, as a rule, decreas-
ing) and the third one, from the end of 2002 until the end of 2006, with an improve-
ment of business tendency (relatively strong growth rate).
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(Poznan Index of Insurance Business Tendency) PIKU

Source: own calculations

Within the whole period analyzed there were five development phases in the
insurance sector, including two phases of expansion (from the 2nd quarter of 1994
till the end of 1996 and from the 2nd quarter of 2002 until the end of 2005) and
three phases of contraction (until the 3rd quarter of 1994, from the beginning of
1997 until the 1st quarter of 2002 and from the beginning of 2006 until today). In
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total, an upward trend, i.e. the improvement of business tendency in the insur-
ance sector, was registered in 24 quarters, while a downward trend, which means
a deterioration of business tendency, was noted in 30 quarters. The decline rate
was, however, higher than the growth rate and, therefore, the value of the syn-
thetic indicator PIKU was by 5 points lower at the end of 2006 than 54 quarters
earlier, which proves a deterioration of business tendency in the insurance sector.
It is also worth emphasizing that the worsening of business tendency after the year
2006, exhibited in the slowdown of a growth rate, was clearly more visible in the
companies selling property insurance than in the companies offering life insur-
ance to their customers.

PIOPU. In the shaping of the confidence index concerning the demand for
insurance services in the years 1993-2006, one can also distinguish three stages
which are characterized by a varying pace of changes. In the first stage, which
lasted until the end of 1996, there was a regularly increasing growth rate of the
demand for insurance services (index increase by 23 points). A different situation
appeared in the second stage (from the beginning of 1997 until the first quarter
of 2002), when in a predominant number of quarters the growth rate was nega-
tive and even its absolute decline was registered (negative index; the indicator de-
creased by as many as 48 points!). The last stage (from the 2" quarter of 2002 until
the end of 2005) was characterized by a generally increasing growth rate; however,
with numerous albeit short-term fluctuations (index increase by 36 points). The
amplitude of PIOPU fluctuations covers the range of -2 (1* quarter of 2002) to
+46 (4™ quarter of 1996).

Within the whole analyzed period, one may distinguish six development phas-
es, including three expansions (until the end of 1996, the last three quarters of
1998 and from the 2" quarter of 2002 until the end of 2004) and three contrac-
tions (from the 1* quarter of 1997 until the 1** quarter of 1998, from the beginning
of 1999 until the 1** quarter of 2002 and from the 1* quarter of 2005 until today).
The expansion phases lasted 28 quarters in total and the contractions were slightly
shorter as they covered the period of 26 quarters. It is also worth noting that fi-
nally the value of the index at the end of 2006 was by 5 points lower than at the
beginning of the period analyzed.

PIOKU. The changes in the shaping of the confidence index of financial situa-
tion in insurance companies were decidedly smallest among the composite index-
es analyzed. The maximum spread of business tendency fluctuations covered the
range of -4 (3™ quarter of 2001) to only +15 (3™ quarter of 2005). This fact caused
problems with distinguishing both the stages and the phases of business tendency
cycle. Despite that, one may - with a slight simplification - select three stages: the
first one with a long-term and changeable downward trend (until the 3 quarter
of 2001) - index decrease by 11 points, the second one (from the 4" quarter of
2001 until the end of 2005) with a predominant (despite numerous fluctuations)
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Figure 5. Business tendency on the insurance market in the light of confidence indexes

Source: own calculations

upward trend - index increase by 19 points and the third one (from the beginning
of 2006) with a downward trend appearing again (the value of index decreased by
8 points).

Numerous and, at the same time, short-term fluctuations of business tendency
contributed to the possibility of distinguishing as many as 9 development phases
in the series analyzed, including four expansions and five contractions.

Conclusion

To sum up, one may state that the growth rate of the insurance service market in
Poland in the years 1993-2006 was varied in time. There had been a much bet-
ter business tendency up to the year 1997 (periods with an increasing growth
rate were predominant) than in the later period (more periods with a declining
growth rate and, at the same time, quite often of a relatively longer duration).
Within the last 14 years, as a rule, there were more expansion phases than con-
traction phases and the growth rate was generally smaller than the decline rate.
Therefore, at the end of the period analyzed, the growth rate on the insurance
market was significantly lower than at the beginning. This proves that in the pe-
riod analyzed there was a relative worsening of business tendency in the insu-
rance sector.
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One should emphasize that until 1999, the growth rate of the value of premiums
collected by the insurance companies was higher than that of damages paid, while
later, in a period of similar duration, the growth rate of the damages was higher
than the one of the premiums collected. Moreover, the amplitude of business ten-
dency fluctuations was lower in the case of premiums obtained (30 points) than
in the case of damages paid (42 points). Also the makeup of expansion and con-
traction phases was slightly different for premiums and damages.

The development of business tendency cycles for life insurance and property
insurance was also varied. Both the value of premiums and the value of damages
and compensations paid were characterized by a higher growth rate for life in-
surance than in the case of property insurance. Also the makeup of decline and
growth phases in both groups of insurance companies is varied.

References

Barczyk R., Teoria i praktyka polityki antycyklicznej, Wyd. AE w Poznaniu,
Poznan 2004

Barczyk R., Wartosé poznawcza ztozonych wskaznikoéw koniunktury opartych na
danych jakosciowych, “Ekonomista” no. 4, 1996

Barczyk R., Kowalczyk Z., Metody badania koniunktury gospodarczej, PWN,
Warszawa-Poznan 1993

Bie¢ M., Test koniunktury. Metody, techniki, doswiadczenia, Prace i Materialy
IRG, Number 48, SGH, Warszawa 1996

Garczarczyk J., Matusewicz R., Mocek M., Koniunktura na rynku bankowym
i ubezpieczeniowym w Polsce, AE w Poznaniu, Poznan 2001

Garczarczyk J., Mocek M., Olejnik 1., Skikiewicz R., Wskazniki koniunktury fi-
nansowej w diagnozowaniu i prognozowaniu rozwoju gospodarki, AE w Poznaniu,
Poznan 2006

Lubinski M., Analiza koniunktury i badanie rynkow, Dom Wydawniczy ELIPSA,
Warszawa 2002



