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ABSTRACT

In this paper, the degree of competition (Lerner index) and the cost efficiency of
the Japanese non-life insurance (JNLI) industry are simultaneously estimated from
the perspective of industrial organization, and the influence on the JNLI industry of
the deregulation following the amendment of the Insurance Business Law (IBL) and
the Japanese Financial Big Bang (JFBB) is evaluated. Under the market structure-
conduct-performance (SCP) paradigm, the Herfindahl index suggests that the degree
of competition in the JNLI industry has decreased remarkably since 2001. However,
assumptions about the market performance of the JNLI industry (degree of compe-
tition and cost efficiency) based on the SCP paradigm have incited criticism, as this
model presumes market performance from market structure, and in most cases, direct
estimation of market performance is not performed. Therefore, this paper aims to
directly estimate market performance using the Lerner index and cost efficiency. The
results of the present analysis suggest that the IBL revision and the JFBB stimulated
the first stage of competition in the JNLI industry.

JEL classification: C33; C51; D43; L11; L13
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Dt (E) (-20.9269)

s =7  0.058824 0.058824 0.058824 0.061502 0.095238
(S)

7 —F—f8%  0.117342** 0.327498E-02 0.019790** 0.016375** 0.335595E-02

-1+C) - E-S  (12.9201) (0.477147) (4.10703) (3.98567) (0.608175)

774 0.013328 -0.191758E-02  0.042384 0.056933 0.013307

E) 1. fifREEE (PY),

THD.

RS E A (MC),

2. KM T BEOFEI I t fE.

3. BMEMOLS T**] [T 1%OAFEKETHAETHDL I LE2E%RT 5.

I —F—H (PY-MC)/PY) ® B8
MAEHECTH Y, TERIIMRRESHEOELHTRE Y =4 M Ly =4 MEEEHE

4. 7747 2T —DEIT T — T —4HEHK (PY-MC)/PY) & LB OfE (HiflF

Bf) BT —F K ((1+0) - E-8) OfEEIVELDOTHS.
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(£ 4.4) BJHRRVEOHEE A5 R

1983~ 1987~1990 1991~1995 1996~2001 2002~2005

1986 £ FRE FRE R I
e 20 R 0.33032 0.39125 0.46370 0.54236 0.58399
(EF) 0.52297 0.57889 0.61624 0.67455 0.69715

VE) 1. AR (2.00) REVR D I H B O K IR O P EIE T D,
2. EBOHMSEHMHE THY, FTERIIRRSEDOFEHIRET oA ReLiey oA M EEHE T
H5.
3. F RO W (1983~2005 4£)%) O HAMFEEIL 0.460056 TH Y, 7 = A
MM & FEHIEIE 0.63232 TH 5.
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i < 8 Bl B 2R DT —F—E R L E I Rh R

6.1 e ¥n T —F—EHQ

FE OERHmLE O EERER CIHMEK EAELE AARE =k
HEh RS Dvose i\ bRkOE KRB HERBR RMEE
TR bR (EEN (EEN
1983 0.220619 0.042859 0.075655 0.209706 0.214110 0.129541
1984 0.213436 0.059871 0.080521 0.203517 0.171728 0.114891
1985 0.191503 0.065418 0.097984 0.222790 0.135555 0.109519
1986 0.099941 -0.186347 0.032183 0.138464 0.078952 0.003355
1987 0.067660 -0.061918 -0.006880 0.140741 0.043103 -0.037222
1988 0.019328 -0.160177 -0.041195 0.129218 -0.026480 -0.095574
1989 -0.032506 -0.203020 -0.088540 0.061438 -0.106232 -0.202465
1990 -0.019528 -0.220245 -0.049099 0.033613 -0.120196 -0.164610
1991 0.021965 -0.112074 0.045663 0.098428 -0.077503 -0.089692
1992 0.068929 -0.025073 0.107256 0.150672 0.000389 -0.009021
1993 0.055415 -0.004419 0.090532 0.145899 0.018927 -0.003421
1994 0.055421 0.020528 0.122711 0.133719 0.043237 -0.009428
1995 -0.086606 -0.015056 0.077644 0.065714 0.028107 -0.083888
1996 -0.000692 0.004485 0.066412 0.047739 0.039035 -0.068162
1997 0.030871 0.033827 0.090075 0.029327 0.060067 -0.034812
1998 0.053210 0.033289 0.057167 -0.006881 0.062164 0.007125
1999 0.043133 0.041271 0.051554 -0.073509 0.038969 -0.005783
2000 0.022817 0.032857 -0.003137 -0.187215 -0.009149 -0.015692
2001 0.033601 0.102980 0.077954 — -0.020344 0.069574
2002 -0.010689 0.082036 -0.068522 — -0.081395 0.092163
2003 -0.014588 0.053936 -0.062814 — -0.077316 0.084399
2004 0.128616 0.051895 -0.105291 — -0.125292 0.068270
2005 0.051500 0.026434 -0.205025 — -0.213411 0.006232
S 0.052755 -0.014637 0.019253 0.085743 0.003349 -0.005857
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#£ 6.2 A ¥ED T —F —FEH©)

R HEEKSGE Bfikse TRk BBk BHEASR &kE

M EORBR v BORBR O Sl AR e BORBR M LORBR M LARER

R

1983 0.187639 0.060899 0.273824 0.385438 0.318219 0.249809
1984 0.148914 0.062837 0.247746 0.331167 0.343248 0.179849
1985 0.151540 0.102868 0.214963 0.296625 0.346858 0.123132
1986 0.095394 0.074807 0.156681 0.235335 0.289025 0.033676
1987 0.053510 0.063328 0.147305 0.211632 0.272925 0.003973
1988 -0.003886 0.037153 0.111726 0.165193 0.232207 -0.042385
1989 -0.069357 -0.015223 0.044112 0.105132 -0.241025 -0.148315
1990 -0.091338 -0.008511 -0.056467 0.025341 0.041214 -0.172635
1991 -0.038447 0.038980 0.044120 0.055155 0.100880 0.037705
1992 -0.009659 0.096826 0.046808 0.102047 0.165630 0.053302
1993 0.007356 0.088879 0.007206 0.076495 0.158802 0.009195
1994 0.003955 0.092639 0.004894 0.072659 0.150626 0.004567
1995 -0.019639 0.069516 -0.052796 -0.025658 0.078979 -0.085656
1996 0.004986 0.100367 -0.043957 -0.017118 0.076486 0.171850
1997 0.043202 0.172107 -0.032118 -0.049893 0.160586 0.178386
1998 0.126267 0.194410 -0.011679 -0.032405 0.118688 0.183455
1999 0.156500 0.165130 -0.098766 -0.007295 0.039833 0.160268
2000 0.170062 0.138608 -0.070285 0.011236 -0.039130 0.164193
2001 — — — 0.045218 -0.095014 0.166030
2002 — — — 0.048935 -0.231141 0.115964
2003 — — — 0.053962 -0.393787 0.110866
2004 — — — 0.045658 — 0.092091
2005 — — — -0.009225 — -0.024873
) 0.050944 0.085312 0.051851 0.092419 0.090196 0.068019
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# 6.3 B E¥D T —F —1EH(3)

R DBV Rk S Al HIAEK KBRS FFE
AERR EORER FRE SG L B ERER Y
TRER

1983 0.210856 0.294177 -0.044173 0.296016 -0.725770 0.141143
1984 0.176923 0.283025 0.042194 0.301535 -0.539379 0.142472
1985 0.150624 0.265769 0.142443 0.277899 -0.292419 0.153122
1986 0.169391 0.181012 0.159678 0.223050 -0.323796 0.085929
1987 -0.011427 0.144427 0.186167 0.179302 -0.177746 0.071699
1988 -0.075800 0.114440 0.187524 0.122947 -0.105579 0.033450
1989 -0.317325 0.024395 0.195808 0.098477 -0.071893 -0.056855
1990 -0.353250 0.020507 0.233120 0.125541 0.047841 -0.042865
1991 -0.266824 0.049483 0.286840 0.192966 0.157808 0.032085
1992 -0.181605 0.095104 0.337969 0.299107 0.247609 0.090958
1993 -0.165494 0.086989 0.316971 0.198235 0.209472 0.076297
1994 -0.135445 0.053037 0.332986 0.169124 0.329436 0.084980
1995 -0.161521 -0.033306 0.273388 0.137776 0.284378 0.026552
1996 -0.011221 -0.012231 0.271631 0.130087 0.319860 0.063503
1997 0.020888 -0.014473 0.267547 0.123239 0.325564 0.082611
1998 0.034272 0.032654 0.235516 0.186225 0.333501 0.094528
1999 0.055074 -0.028019 0.202309 0.191734 0.334987 0.074552
2000 0.054827 -0.039635 0.143537 0.231020 0.206944 0.047756
2001 0.046456 — 0.044776 0.255897 0.213535 0.078389
2002 0.080812 — -0.036444 0.280744 — 0.024769
2003 0.171487 — -0.200143 0.279598 — 0.000509
2004 0.201013 — -0.142413 0.298146 — 0.051269
2005 0.212727 — -0.209926 0.274657 — -0.009091
) -0.004111 0.084297 0.140318 0.211884 0.040755 0.061314
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% 6.4 H R ZE 0 B R R MHEQ)

FE o B HERR SHEK EAKRE BABE =vBAR

HERSH Teony g BkSE ROREBR BFERR RHEER

PRER PRBR ES

1983 1.00000  0.51651 0.38726  0.33767  0.30628  0.24359
1984 1.00000  0.53444  0.41543 0.36592  0.32202  0.25996
1985 1.00000  0.55204  0.44342 0.39333 0.33746  0.27678
1986 1.00000  0.56924  0.47092 0.41939  0.35248  0.29399
1987 1.00000 0.58597  0.49764  0.44358 0.36695 0.31154
1988 1.00000 0.60217  0.52324  0.46538 0.38076  0.32936
1989 1.00000 0.61776  0.54741 0.48431 0.39380  0.34738
1990 1.00000 0.63266  0.56984  0.49996  0.40594  0.36552
1991 1.00000 0.64682  0.59022 0.51195 0.41707  0.38371
1992 1.00000 0.66016  0.60827  0.52001 0.42710  0.40185
1993 1.00000 0.67263  0.62375  0.52393  0.43594  0.41987
1994 1.00000 0.68416  0.63642 0.52363  0.44349 0.43765
1995 1.00000  0.69469 0.64611 0.51912  0.44969  0.45512
1996 1.00000 0.70418 0.65266  0.51050  0.45448  0.47217
1997 1.00000  0.71259  0.65599  0.49797  0.45781 0.48871
1998 1.00000 0.71985  0.65604  0.48184  0.45964  0.50464
1999 1.00000  0.72595  0.65281 0.46247  0.45997  0.51986
2000 1.00000 0.73085  0.64635  0.44031 0.45878  0.53428
2001 1.00000 0.73453 0.63676 — 0.45609  0.54781
2002 1.00000 0.73696  0.62418 — 0.45192  0.56036
2003 1.00000 0.73813  0.60879 — 0.44632  0.57185
2004 0.96376  0.71130 0.56940 — 0.42342 0.56111
2005 0.90231 0.66472  0.51476 — 0.38893  0.53358
) 0.99418 0.65862  0.57294  0.46674  0.41288  0.42699

) BRRMEOMITEEMEE, RREW, EMEE, FA 5L FRETOF TN
WZOWTH—=DHED0EEOERIIHT 70T 4 7 O (BFFEEY 70 R/NME)
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DHETH .
3 6.5 i 31 ¥ 0 o ) B PE(2)

FE APk Bk U H#rk  HERAKSR & ki
Séig B Sk KEGE SR B BERER M RORBR
TR BR (EEN EARBR TR bR

1983 0.26319 0.30366  0.30427  0.23376  0.27337  0.31481
1984 0.26883  0.32265 0.31074  0.23679  0.29485  0.31472
1985 0.27528  0.34181 0.31747  0.24015  0.31531 0.31467
1986 0.28259 0.36104 0.32449 0.24384 0.33435  0.31465
1987 0.29083  0.38023  0.33179  0.24787  0.35153  0.31467
1988 0.30006  0.39925  0.33941 0.25227  0.36648  0.31472
1989 0.31036  0.41799 0.34734  0.25705  0.37882  0.31482
1990 0.32183  0.43632  0.35560  0.26222  0.38827  0.31495
1991 0.33455 0.45411 0.36421 0.26781 0.39459 0.31511
1992 0.34865  0.47122  0.37319 0.27384 0.39762  0.31532
1993 0.36426  0.48754  0.38254  0.28033 0.39728  0.31556
1994 0.38152  0.50294  0.39229  0.28731 0.39359  0.31584
1995 0.40060  0.51728  0.40245  0.29481 0.38663  0.31616
1996 0.42170  0.53047  0.41305 0.30287 0.376568  0.31651
1997 0.44502  0.54239  0.42410 0.31150 0.36369  0.31690
1998 0.47081 0.55294  0.43563  0.32076  0.34828 0.31733
1999 0.49934  0.56203  0.44766  0.33068  0.33069  0.31780
2000 0.53094  0.56958  0.46021 0.34130 0.31133 0.31830

2001 — — — 0.35268  0.29063  0.31885
2002 — — — 0.36486  0.26901 0.31943
2003 — — — 0.37791 0.24689  0.32005
2004 — — — 0.37768 — 0.30909
2005 — — — 0.36710 — 0.29001

S 0.36169  0.45297 0.45297 0.29676  0.34332 0.31479

) BHREOMITEFMEE, RREHE, EHEE, AL FRETOY T
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WOWTR—DBEEDEBOERICXTHT7a T 4 7 O (FEEY 7 Lo K/IME)
DHERTHD.
£ 6.6 {E R3O B 3 E2E(3)

R bk REKE k= FIE KR REBAE SEE
HAERBR ¥ ERER HRER B EERBR I LERR T

1983 0.22904  0.15638  0.11731 0.21700  0.05036  0.30909
1984 0.23286  0.16607 0.13984  0.23562  0.06832  0.32289
1985 0.23729  0.17607  0.16512 0.25565 0.09114  0.33723
1986 0.24236  0.18637  0.19312 0.27716 0.11956  0.35209
1987 0.24811 0.19695  0.22373  0.30024  0.15425  0.36741
1988 0.25458  0.20779  0.25672 0.32499  0.19571 0.38311
1989 0.26182  0.21887  0.29180 0.35151 0.24421 0.39913
1990 0.26990 0.23016  0.32851 0.37989  0.29967  0.41537
1991 0.27886  0.24164 0.36634  0.41024 0.36163  0.43170
1992 0.28879  0.25328  0.40465  0.44267  0.42917  0.44799
1993 0.29976  0.26505  0.44273  0.47729  0.50089  0.46408
1994 0.31187 0.27691 0.47980  0.51422  0.57490  0.47980
1995 0.32522  0.28882  0.51504  0.55356  0.64893  0.49496
1996 0.33992  0.30076  0.54762 0.59545  0.72035  0.50937
1997 0.35610  0.31268  0.57675  0.64001 0.78638  0.52286
1998 0.37392  0.32455 0.60166  0.68736  0.84424  0.53526
1999 0.39354  0.33631 0.62169 0.73764  0.89135  0.54646
2000 0.41514  0.34793 0.63630  0.79097  0.92549  0.55636

2001 0.43894 — 0.64507 0.84750  0.94502 0.60116
2002 0.46517 — 0.64777 0.90735 — 0.57700
2003 0.49411 — 0.64430 0.97067 — 0.58355
2004 0.50701 — 0.61178 1.00000 — 0.60345
2005 0.50654 — 0.55895 1.00000 — 0.57269

S 0.33786  0.24925 0.43550 0.56161 0.46587  0.46005

) BHREOMITEFMEE, RREHE, EHEE, AL FRETOY T
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