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CHAPTER | INTRODUCTION 1.1. Background of The Problem Insurance industry is a financial services sector that
plays a significant role in national economy. The significance of insurance industry For an economy can only be
measured by its business estimates, number of workers in a country, assets under management, or its contribution
to national GDP (Macmillan, 2007). This is inseparable from the importance of the insurance industry on support-
ing Indonesian economic growth. The government continues to encourage the role of the insurance industry in
accelerating the Indonesian economy growth through expansion of insurance products and services amidst the
era of advancesindigitalization technology. The insurance industry in Indonesia tends to record growth every year.
This can be seen from the growth of premiums purchases and assets of the insurance industry which almost always
increases. Despite that, in 2018-2022 there has been a relatively modest growth of premiums in the conventional
insurance sector with an average annual rate of 1.89%. In particular, conventional insurance premiums increased
by just 0.9% in the same period, while contributions From sharia insurance amounted to a substantial increase of
15.7%. Despite this increase, the market share of sharia insurance contributions is relatively small compared to
conventional insurance premiums excluding social and compulsory insurance in 2022, accounting For only 15.51%
(OJK, 2023). Source: OJK Figure 1.1. Premium and Contribution Growth in Indonesia (2018 - 2022) Insurance is
the pooling of misfortunes by transFerring such risks to insurance companies that agree to provide compensation
for these losses, 16 providing other financial benefits arising from their occurrence or performing services con-
nected with those risks (Rejda, 2008). Insurance is a function of restoring the financial pesition that existed prior
to the risk. Insurance provides protection and guarantees to the insured and is provided by insurance companies
from risks that may oceur. Insurance purposive to protect and guarantee the insured from risks that may arise, by
providing insurance companies with guarantees. Insurance companies play significant role in the financial system
as a means for savings (policy premiums are not immediately used to meet claims; instead, they are invested,
providing profits to the policyholders as they recover losses or reduce premiums) and risk pooling (insurers pool
risks From different policyholders, so that those with insured risks are partially compensated by premiums paid
by those who do not File a claim) (Zee, 2004). Depending on the type of business, the insurance company would
manage its assets (collected premiums) in a way that ensures that its liabilities (guaranteed pay-outs) are met
when they fall due (De Groen & Oliinyk, 2022). The net profitability of its insurance operations and Financial activ-
ities is a determining factor for the overall profitability of an insurance company. This profitability is affected by
three main Factors. The occurrence and size of the claims, in particular. Secondly, the prevailing level of insurance.
Thirdly, the Financial markets' performance In addition, the major investment portfolios and funding sources of
the insurance companies also sought diversification. A direct outcome of their business model, insurance com-
panies are investing in a unigue set of assets (U.S. Chamber of Commerce. (EY), 2015). Its main business model is
that it receives a constant cash Flow from the policyholders in Form of premiums and, over time, allocates them



ABSTRACT

According to CNBC, in recent years several Indonesian insurance companies have
faced problems due to their failure to pay claims due to financial distress and
significant increase of financial reporting fraud cases that occurred that led to a
loss of public trust. Understanding a company's financial condition is very
important for customers and investors before buying a policy and shares of the
company. Therefore, it can be a reference before placing their money in a
company to be able to know how much risk they might suffer in the future.
Insurance companies are businesses that are vulnerable to bankruptcy because the
nature of the business is influenced by public trust. This research aims to
determine if the companies are experiencing financial distress and indicated to
commit financial reporting fraud as a result of pressure or encouragement to
manipulate the financial reporting and hide the truth about company performance.
The sample used in this research was financial reporting of 18 public insurance
companies registered on IDX from 2020-2023. Altman Z-Score is used to predict
financial distress and Beneish M-Score is used to detect financial report fraud.
The result of the research calculations is that by the period 2020-2023 there were
2 companies that were predicted to be experiencing financial distress and 5
companies in the grey zone. Moreover, there were 4 companies that are predicted
to be experiencing financial distress and detected to commit financial reporting
fraud. The result of this research might be helpful for customers and investors in

making decisions.

Keywords: Insurance Industry, Financial Reporting, Financial Distress, Payment

Failure, Altman Z-Score, Fraud, Beneish M-Score



ABSTRAK

Dikutip dari CNBC, dalam beberapa tahun terakhir beberapa perusahaan asuransi
Indonesia menghadapi masalah karena kegagalan mereka dalam membayar klaim
akibat kesulitan keuangan dan meningkatnya kasus kecurangan pelaporan
keuangan yang terjadi secara signifikan yang berujung pada hilangnya
kepercayaan masyarakat. Memahami kondisi keuangan perusahaan merupakan hal
yang sangat penting bagi nasabah dan investor sebelum membeli polis dan saham
perusahaan. Oleh karena itu, hal tersebut dapat menjadi acuan sebelum
menempatkan uang mereka di suatu perusahaan untuk dapat mengetahui seberapa
besar risiko yang mungkin akan mereka tanggung di masa depan. Perusahaan
asuransi merupakan bisnis yang rentan mengalami kebangkrutan karena sifat
bisnisnya yang dipengaruhi oleh kepercayaan masyarakat. Penelitian ini bertujuan
untuk mengetahui apakah perusahaan-perusahaan yang mengalami kesulitan
keuangan dan terindikasi melakukan kecurangan pelaporan keuangan sebagai
akibat dari adanya tekanan atau dorongan untuk memanipulasi pelaporan
keuangan dan menyembunyikan kebenaran atas kinerja perusahaan. Sampel yang
digunakan dalam penelitian ini adalah laporan keuangan 18 perusahaan asuransi
umum yang terdaftar di BEI dari tahun 2020-2023. Altman Z-Score digunakan
untuk memprediksi kesulitan keuangan dan Beneish M-Score digunakan untuk
mendeteksi kecurangan laporan keuangan. Hasil dari perhitungan penelitian ini
adalah pada periode 2020-2023 terdapat 2 perusahaan yang diprediksi mengalami
kesulitan keuangan dan 5 perusahaan yang berada di zona abu-abu. Dan juga,
terdapat 4 perusahaan yang diprediksi mengalami kesulitan keuangan dan
terdeteksi melakukan kecurangan laporan keuangan. Hasil dari penelitian ini dapat

membantu nasabah dan investor dalam mengambil keputusan.

Kata Kunci: Industri Asuransi, Laporan Keuangan, Kesulitan Keuangan, Gagal

Bayar, Altman Z-Score, Manipulasi, Beneish M-Score
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