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BACKGROUND AND OBIJECTIVES: Assessing efficiency in the insurance industry requires a
framework tailored to the distinct structure of insurers’ financial statements, which separate
underwriting from investment flows. Despite numerous performance studies on Iranian
insurers, no localized input—output framework has yet been established. This study develops
such a framework and comparatively analyzes insurers’ efficiency across four structural
attributes: geographic scope, firm age, portfolio composition, and ownership type.

METHODS: Using audited financial statements of general insurance companies licensed by the
Central Insurance of Iran over 2016-2023 (1395—-1402 SH), and after screening out reinsurers,
specialized, and newly-established firms, efficiency was computed via the two-stage DEA model

of Chen et al. (2010): commission and administrative expenses are transformed into issued
premiums and loss ratio (intermediate measures), and ultimately into investment returns and
optimized solvency. The indicator set was validated through expert consensus in the insurance
industry, after which companies were grouped along the four structural dimensions and
compared.

FINDINGS: Free-zone insurers (mean efficiency 0.918) consistently outperformed mainland
insurers (0.751) throughout the period. Non-legacy insurers established after the 2001
deregulation law (0.698) substantially outperformed the four legacy majors (698) substantially
outperformed the four legacy majors (21) outperformed non-life insurers (0.697), and private
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insurers (0.793) outperformed state-owned and quasi-state-owned firms (0.670). All four
groups exhibited a largely declining efficiency trend after 2019.

CONCLUSION: The findings indicate that the efficiency of insurance companies is not the same
across different groups and that characteristics such as geographical scope of operation,
company age, insurance portfolio concentration, and type of ownership can be considered
when comparing the efficiency of insurance companies. In addition, identifying inputs and
outputs that are consistent with the characteristics of insurance companies’ financial
statements can provide a basis for measuring efficiency in this industry. The study’s contribution
lies in constructing an input—output system aligned with Iranian insurance accounting and
revealing structural inefficiency within legacy, state-affiliated insurers. The findings support
regulatory action by the Central Insurance of Iran on the cost structure and loss ratios of legacy
insurers, and policies promoting life insurance penetration.
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