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A Study on Enterprise Risk Management on Insurance Company

Noriyoshi Yanase (Tokyo Keizai University)

In fact, the theory underlying corporate financing decision is very similar
to that of corporate risk management decision. In their seminal paper,
Modigliani and Miller (1958) contend that, under a unique condition known
as the perfect capital market, corporate financing policy is not relevant.
Similarly, in a world with no contract cost of bankruptcy, no information
asymmetry and no agency conflicts, risk management strategy, such as
insurance purchases is not a value-maximization strategy (e.g., Mayers and
Smith, 1982, 1990).

Subsequently, over the past decades, a considerable number of studies
have provided explanations why a business corporation engages its risk
management activities. Overall, the literature on corporate risk management
provides sensible results that are generally consistent with relaxing
theoretical assumptions. Mayers and Smith (1982) posit that the transaction
cost of bankruptcy and monitoring cost are major incentives that lead to risk
management activity, such as a purchase of insurance. Previous studies show
that violations of theoretical assumptions, such as expected bankruptcy costs,
agency conflicts, information asymmetry and the existence of taxes, have
all been cited to explain why a corporations engages its risk management
activities.

Moreover, enterprises are subject to risks in many forms and the ultimate
goal of Enterprise Risk Management (ERM) is to model, measure, analyze,
and respond to these risks in a holistic manner, treating each risk exposure
not in isolation, but rather in a portfolio context. The ERM studies also within
the framework of the studies on corporate risk management. In other words,

the portfolio-based approach to risk management helps reduce inefficiencies



caused by a lack of coordination between different risk management
departments as well as exploiting natural hedges that may occur across the
enterprise (Farrell and Gallagher, 2014). This study discuss the recent trends

of the ERM studies, especially focusing insurance companies.
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Postal Life and the Life Insurance Markets

during their Period of Foundation

Mariko ITO (Shizuoka Eiwa Gakuin University)

The present study assesses the creation of the Postal Life Insurance as
part of Japan's efforts to establish a welfare state. Historically, the creation
of the Postal Life Insurance contributed to the transformation of Japan's
postwar fiscal investment and loan system, which complemented Japan's
postwar style of welfare state, To view the foundation and development
of the Postal Life Insurance business as a pioneering effort to establish
Japan's welfare state or regime should not only demonstrate the historical
significance of the Postal Life Insurance system and the life insurance
market but also illustrate the relationship between Japan’s transformation to
a welfare state and the postwar formation of the fiscal investment and loan
system from a structural perspective of history.

The study attempts to confirm that this viewpoint makes it highly effective
to form a path-dependent and dynamic working hypothesis on the process
by which Japan’'s style of welfare state was created. The study also attempts
to confirm that this viewpoint is highly effective in viewing and determining
future possibilities for the Postal Life Insurance business and its historical

significance within society as a whole.
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Summary of “Relation between premium and

Surrender Value of Life Insurance”

Tadayoshi Otsuka
Assistant Professor

Waseda University Graduate School of Commerce

It is considered by layers and actuaries in Japan that an amount of cash
surrender value is driven from an accumulation of deposits for policyholders
with a certain deduction, With as start of the argument on regulation about
cash surrender value while process of the creation of the Insurance Law, re-
considerations on meanings of the cash surrender value has been happened.
However, there is, so far, no conclusion whether the character of cash
surrender value of traditional life insurance is a contingently benefit as a
value for policyholders or fixed benefit like a sum insured.

Due to introducing Standard Policy Reserves, the calculation basis rates,
such as mortality and interest rate, for policy reserves are not correspond
with those for premium calculations. In addition, in the reserve calculation
according to the methodologies of IFRS and SM I in Europe, cash surrender
value and lapse rates should be taken account, Under these assumptions, the
idea of the accumulation of deposits for policyholders lost its basic definition,

On the other hand, life plans with no cash surrender value and less the
cash value than that of conventional plans are on sales. This methodology of
the cash values is deferent from conventional ones. Life plans with no cash
value type have no cash value and those with low cash value type have,
for instance, 70% of conventional types. Characters of cash values of these
nontraditional types of life insurance as the accumulation of deposits for
policyholders have less clear.

The principal of premium calculation is also deferent. The traditional



methodology is based upon “Principal of Equivalence” and does not utilize the
cash surrender value and lapse rates. By contrast, the premium calculation
of life plans with no/less cash surrender value is taken into consideration of
them, As observed this procedure, it is reasonable that the cash surrender
value of life plans with no/less cash surrender value is considered one kind
of the fixed benefits as a value for policyholders,

In this essay, I would clarify meanings and characters of the cash
surrender value by analyzing relations of premium, premium reserve and
cash surrender value from the economic point of view based upon such
present conditions. At first I describe, present and past arguments with
regards to meanings of the cash surrender value from current enactments
and actuarial points, after having clarified the discussion points. Then, I
argue characters of cash surrender value clarifying from methodologies of
the premium calculation of the traditional type of products and nontraditional
products with no/low cash surrender value, and indicate premiums
calculating by each method. Finally, I argue characters of policy reserve and
cash surrender value in both cases of adopting same calculation basis and
different ones.

The conclusions obtained from these analyses are as follows, The cash
value could be defined as the accumulationn of deposits for policyholders
with certain deduction under same calculation basis for premium and policy
reserve calculation, i.e. before the revision of the Insurance Business Law.
Therefore, because we obtain the same result in premium calculation with
or without the cash surrender value and lapse rates, they don’'t need for the
premium calculations.

Nevertheless, the cash value is not corresponding with the accumulation
of deposits for policyholders with certain deduction under the deferent
calculation basis for premium and policy reserve calculation. Thus, the
ground that the cash surrender is a sort of a contingently benefit disappear.

Further, in case of the premium calculation methodology utilizing cash



surrender value and lapse rates, the meanings of cash surrender value are

clearly fixed benefit like a sum insured.
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The moral hazard in life insurance

- The legal nature of suicide and suicide exclusion -

Takahiro INOUE (Associate professor : Kyushu University Faculty of Law)

[Abstract)

Introduction

In life insurance, the problem of moral hazard can occur in various forms.
In this research, among them, is taken up a problem about promoting suicide
of life insurance. Then the relation of suicide exclusion and legal nature of
suicide is examined.

Concerning the legal nature of suicide, it has been discussed for a long
time in the criminal law, Suicide itself is not punishment, but assisted suicide
and suicide instigation are punished. This question is one of the main issues
of criminal law today. However, in criminal law, that of life insurance is not
consideration.

On the other hand, in insurance law, the problem of suicide is an important
issue in question in each country. Among other things, suicide exclusion
period has been a major concern of the legislative. However, in the region of
the Insurance Act, the legal nature of suicide itself was not investigated.

Suicide is legal or illegal? The legal nature of suicide, then, the relation
with suicide exclusion is considered.

Legal nature of suicide

For legal nature of suicide, the doctrine has been complicated. In this
regard, it should be considered as follows.

If suicide is legal, it is impossible anyone arresting suicide. If suicide to
be legal, it is impossible anyone arresting suicide. Because, under these
conditions, suicide is mean the exercise off rights. Moreover, once suicide has

been stopped by violence, extortion crime can be established.



If suicide is illegal and punishable, it is difficult to explain completely.
Because Provisions to punish the suicide don'’t existe.

In conclusion, from the point of view of the unity of the legal order, it
should be considered that suicide is illegal but not punished objectively.

Relation with suicide exclusion

Legal basis of special contract of suicide exclusion period, is understood as
follows.

I. - Even the acquisition of insurance by suicide motive of insurance
contract, be long lasting motivation of suicide is difficult, II. - after a certain
period of time, suicide is not closely related with the motivation of the
contract, III. - post elucidation of motivation of suicide is extremely difficult,
etc...

However, under the condition that suicide is (not punished) illegal, even
after the suicide exclusion period, it’s still illegal. That is why motivation at
the conclusion of the contract would not be so important. It's a paradox that
the state will help to illegal purpose for intentional misconduct.

The following is the conclusion of this reseach.

Suicide exclusion is a natural consequence of the gambling contract of
life insurance. So the 51th article no.l current insurance Code must be

understood as mandatory law.
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Acceleration in demographic aging has caused many developed countries
to reform their existing pension systems. Against a background of this policy
concern, the mutual dependence relationship between fertility and public
pension has come under intense study (Cigno, 1993; Zhang and Zhang, 1998;
Wigger, 1999; Yakita, 2001; Groezen et al, 2003; Groezen and Meijdam, 2008;
Hirazawa and Yakita, 2009). Economists are intrigued with the pay-as-you-
20 (PAYG) pension system as an inter-generational redistribution device that
involves the intra-generational redistribution effect. If the PAYG pension
system is generous to be equally beneficial to all individuals, it induces the
redistribution among heterogeneous households. Some studies deal with
heterogeneity among households, but they draw the household as a single
decision unit based on unitary model, and do not consider heterogeneity
within the household. This report adopts a different approach. By focusing
on the marital bargaining arising from the heterogeneity in a couple, we
describe the intra-generational redistribution effect of the pension policy and
how its expansion affects the balance of power between husband and wife,
and the fertility of the couple having different lifespans.

Heterogeneity within a household can be factors that bring about intra-



generational redistribution. For example, an expansion of a generous pension
system means an implicit income transfer from the shorter longevity spouse
to the spouse with longer longevity (Leroux et al, 2011). Recent studies
based on the non-unitary model have considered this intra-redistribution
effect in the retirement period. Theoretically, Browning (2000) showed
that a generous pension system involves redistribution from husbands to
wives following the fact that women tend to live longer, and that it results
in increased savings, which is a favorable household allocation for wives.
An empirical work by Duflo (2003) also confirms the intra-generational
redistribution effect of an expansion of a generous pension in South Africa,
which is more likely to be beneficial for wives because they live longer.
Although they shed new light on the redistribution effect of public policies
within the families in the retirement period, the long-run effects of policies
on household fertility decisions are not examined. The purpose of this report
is to explore the effects of the PAYG pension system on fertility, taking into
account gender differences in longevity and its effect on redistribution within
the household.

Our model has three features. The first is that the household makes a
decision through intra-household bargaining. Homogeneous couples look like
the picture of happiness, but the reality proves different. It is known that
wives tend to be younger than their husbands, and that they also tend to
live longer than their husbands do, The difference in lifespan leads couples to
bargain over the saving in the young because the wife wants to have greater
wealth at the retirement stage (Lundberg and Ward-Batts, 2000; Lundberg
et al, 2003), which may reduce the demand for private consumption and the
number of children in the young period. To gain insight into the declining
birthrate, we must find the channel of policy effects by accounting for the
endogenous marital relationship of heterogeneous spouses. The second
feature is considering the effect of the pension system on fertility in a family

bargaining model in which the balance of power within the young couple



1s affected by social norms or peer pressure. In our model, the bargaining
power depends on the difference between the average lifetime income of men
and women in the economy, and hence, the bargaining positions of marriage
are affected by the PAYG pension system. This reflects empirical evidence
that social security affects the balance of power in a couple (Duflo, 2003). The
third feature of our model is that fertility is determined endogenously. Most
studies based on life-cycle models of a household with multiple decision units
focus on household wealth or behaviors for the retirement period, with little
interest in fertility, Here, we formulate a model of family bargaining in which
fertility is endogenous under the PAYG pension system.

This study reveals a new channel of pension policy on fertility decisions; an
increase in pension size affects fertility not only via the changes in current
and future income, but also through a change in marital bargaining power.
Specifically, the study presents a plausible argument that an increase in
the PAYG pension further accelerates a decline in fertility compared to the
unitary model, in which the bargaining power of the couple is not of interest.
Increasing a generous pension system induces intra-household redistribution
between spouses with different longevities, as well as the inter-generational
income redistribution between young and old generations which is discussed
in the conventional unitary model. Since this redistribution from short-living
husbands to long-living wives alters the balance of power of couples through
the changes in their relative expected lifetime incomes, this change favors
wives who expect that they will live longer than their husbands will. The
change in the balance of power within the couple affects their decision on
the number of children they have, because the wife has the longer lifespan,
so that she has a larger incentive for saving by reducing expenditure in the
young period.

This report is organized as follows. Section 2 presents a model of two
family members with different longevity. Section 3 explores the equilibrium

of our model. Section 4 carries out our policy analysis and Section 5



concludes the report.
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Bond Market Integration in East Asia: A Multivarate GARCH
with Dynamic Conditional Correlations Approach”
by
Yoshihiko Tsukuda, Junji Shimada, and Tatsuyoshi Miyakoshi

Abstract:

One of the major reasons for the Asian financial crisis in 1997 was the
excessive dependence of the Asian economies on commercial banks for
domestic financing. The region failed to diversify its sources of corporate
financing as it relied mainly on banks since the other types of available
financing, namely bond markets, were still underdeveloped and small.
Furthermore, the peg-currencies to the US dollar minimized the currency
risks for both borrowers and lenders, This encouraged foreign capital inflow
excessively. On the other hand, the Asian corporate sector borrowed short-
term foreign currency loans from commercial banks, which they used for
financing their long-term domestic investment. When debt service on short
term loans matured but credit dried up, these corporate borrowers were not
able to borrow capital from their outstanding investments. As default cases
increased, it became more difficult and more expensive to borrow credit. As
capital outflow continued, the currency depreciated and this worsened the
ability of corporate firms and banks to pay since their debt in local currency
had risen significantly. Thus, Asian economies faced the 'double mismatch’
problem.

Based upon the above understanding, East Asian countries individually
made persistent efforts to develop more efficient and stable financial systems
and also collectively progressed dialogues to cooperate through the regional
financial initiatives. The most important initiatives are regional economic
surveillance processes in the Association of Southeast Asian Nations (ASEAN)
and ASEAN+3 (ASEAN plus China; Japan, and South Korea), the Chiang



Mai Initiative, the Asian Bond Markets Initiatives, and the Asian Bond Fund
Initiative, The region took the opportunity to deepen market-led integration
and policy-induced cooperation and also promoted cross-border financial
transactions through financial market deregulation and capital account
liberalization. There have been many studies on these initiatives and the
development of bond markets. Thanks to the both individual and collective
policy endeavors, the bond markets in the East Asian countries have steadily
progressed in terms of outstanding volumes during the past fifteen years
after the Asian financial crisis of 1997.

Despite the regional financial market development, he integration of the
emerging East Asian bond markets seems insufficient. Several studies also
suggest relatively weak intraregional link among Asian financial markets
compared with their global links. It is important to understand the degree
and dynamics of financial integration in emerging Asia not only for economic
growth and development, but also for financial stability. Financial integration,
in theory, offers many benefits, such as better consumption smoothing
through international risk sharing, more efficient allocation of capital for
investment, and enhanced macroeconomrc and financial discipline. However,
tighter financial linkages also generate a higher risk of cross-border financial
contagion in practice.

The purpose of this paper is to examine how and what degree the
emerging east Asian bond markets are integrated with external markets.
There exists no unanimously agreed definition of the term “integration” of
the financial markets. In this paper, regional integration means a process that
leads to greater interdependence within a region, whether market-driven
or policy-led or a combination of both'. Global integration refers to a similar
process operating globally. Regional interdependence indicates regional

economic interaction through investment, finance, and other channels. The

1 See Asian Eronomic Integration Monitor (2012) for the definition of integration.



degree of interdependence affects the way of a region’s economies move
together and how changes are transmitted among them. Fully integrated
financial markets can be seen as a situation in which traders can transact
financial assets freely within an area. To gauge the extent of financial
integration, we basically focus on price co-movement.

For the local currency bond yield indices, we apply a multivariate
GARCH model which is now commonly used for assessing the degree of co-
movements in asset prices among different markets. Using this model, we
analyzes the degree of dependencies in the emerging East Asian local bond
markets on the global bond market, the Japanese bond market and the
in.tra-regional cross-border bond markets. Triangular factorization of the
dynamic conditional covariance matrix played a key role to define a measure
of assessing the dependency of the local market on each of the above
external markets.

The summary of our empirical analysis are as follows: For estimates of
conditional correlations, the markets of Hong Kong and Singapore are highly
correlated with all external markets for all the periods. For the middle
yield markets of Korea, China, Malaysia and Thailand, the situations are
quite different from the low yields markets. The correlations are weaker
than those of the low yield markets in general. The levels in the regional
markets are comparable to the global market The correlations with Japan
are weakest and almost zero for most periods. For the high yield markets of
Indonesia and Philippines, the correlations are always less than 0.2 though
the regional markets are strongest among the three.

For estimated sensitivities on the local market which obtained by
triangular factorization, the sensitivity to the global market is the largest
one among the three sensitivities for most of the periods, but is very close to
that of the regional market for the periods of after the global financial crisis
in 2008. The sensitivity to the Japanese markets is the smallest one. On the

other hand, the conditional correlation measure for these low yield markets



give the Japanese market higher position than the regional market. The
Japanese market plays a minimal role among the three external markets in
terms of sensitivity measure. This fact implies that the effect of the Japanese
markets on the emerging East Asian local markets is indirect through the
global market.

To summarize, our results reveal that the dependency of the local bond
markets on the external markets remains at the low level for ASEAN-4
(Indonesia. Malaysia, the Philippines and Thailand), South Korea, and China.
Horn Kong and Singapore are more integrated to the global market rather
than the infra-regional cross-border bond markets. The effects from the
Japanese market to the emerging East Asian markets are minimal.

The local currency (LCY) bond outstanding in the emerging East Asian
markets rapidly, developed during the past fifteen years after the Asian
financial crisis of 1997. The share of emerging East Asia’'s LCY bonds in
the world’s total in 2012 surpasses those of the advanced European bond
markets such as France, Germany, and the United Kingdom. Emerging East
Asia LCY bonds are now an indispensable asset class for global investors.
The volumes of intra-regional cross-border holdings also steadily increased
during the last ten years of our sample period, in particular after the global
financial crisis. The emerging East Asia deepened integration in terms
of cross-border holdings. However our results suggest that integration of
the emerging East Asian bond markets is still limited in terms of price co-
movements or yield co-movements except for Hong Kong and Singapore. In
order to foster the bond market integration, further efforts both individual

and collective are required.
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To analyze the effects of employment on the health of the aged, this study

examines the benefits of employment for the aged using data collected by



Korea, Although the health maintenance and propagation effects of labor can
also be examined in this study, a bias has been observed. to exist whereby
the aged who work are the ones who can do so because they are healthy.
Therefore, this study will minimize such bias by taking into account the
health effects, age effects, cohorts (generational) effects by the employment

period, and the effects of the measured period.
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A Comparative Analysis of Cooperative and Business Insurers in the

Japanese Insurance Market

English Abstract

Accordinr to the Insurance Business Act in Japan, insurance companies
must choose between a mutual or stock form. In Japan, all nonlife insurance
companies are stock, while three of the four major life insurance companies
are mutual. However, apart from mutual and stock insurance companies
(Which we sometimes refer to collectively as business insurers), many other
insurers, regulated by different laws and supervised by different agencies,
operate in the Japanese insurance market. In particular, large cooperative
insurers, such as JA Insurance (Japan Agricultural Cooperatives Insurance)
and Zearosai (National Federation of Workers and Consumers Insurance
Cooperatives) have attracted attention as ‘outsiders’ in the Japanese
insurance market. For example, JA Insurance, an organization initially
created to protect agriculture workers, potentially has a maj or impact on
the Japanese insurance market because of the enormous amount of capital
collected from agriculture workers. JA Insurance earns the largest premium
income among the world’s insurance cooperatives and mutual companies.

Although cooperative and business insurers share several characteristics,
there arc several key differences from an economic and legal perspective.
For example, insurance cooperatives can only sell their products to their
members, whereas insurance companies can sell their products to any
potential customers in the market. Another example is that the operating
costs of cooperative insurers are generally lower because they can more
easily obtain the private information of policyholders through the cooperative
union.

A number of studies have examined systems of cooperative insurance. For



example, of the seminal studies by Cole (1891) and Barou (1936), Baron (1936)
showed that cooperative insurance differed in terms of the characteristics
of members and the appropriation of any surpluses. Later, Gottlieb (2007)
argued that the pricing policies of cooperative insurance societies in the 19th
century were influenced by their members and suggested that the societies
had been able to overcome information asymmetry among their members.
Elsewhere, Gao and Meng (2009) showed that cooperative insurance schemes
in health insurance attracted more members under Chinese medical.
reforms. Wagstaff et al. (2007) empirically analyzed how Chinese cooperative
insurance affected the medical system in China. Maysami and Kwon (1999)
discussed the regulation of takaful (Islamic) insurance from the perspective
of cooperative insurance. Although legal and organizational differences hold
between cooperative and business insurers, consumers have often been
unable to distinguish between them. For instance, according to a survey
report by the JA Kyosai Research Institute in 2012, consumers were more
interested in the price and coverage of their insurance policies than from
which insurer they were purchased. From the results of this report, we
know that consumers are not very interested in the differences between
insurers, at least from a legal or organizational perspective. In other words,
consumers regard cooperative and business insurers as the same and
therefore select their insurance policies only in reference to their price and
coverage.

However, cooperative and business insurers are not exactly the same.
For example because JA Insurance sells its insurance products only to
agricultural workers, the structure of competition differs from that in
business insurance. In the main, this restriction leads to a contraction of
the scale and scope of the market to which the insurer sells its products.
However, this also provides the insurer with an advantage in terms of
relatively lower selling costs because it already holds a significant amount of

information on its members.



The setting in our model are described as fellows. The purpose of this
paper is to analyze market competition between cooperative and business
insurers as a means of providing useful responses to the following two
questions, First, what are the characteristics of market equilibrium in an
insurance market including cooperative and business insurers? Second, what
impact do exogenous conditions have on this market, including market size,
the volume of selling costs, and uncertainty? In our response, we particularly
address the exogenous conditions that are advantageous (disadvantageous)
to cooperative (business) insurers.

We employ- an economic approach to these questions for the following
reasons. First, it easily allows us to show the effects of a change in exogenous
conditions using comparative statics. Second, we can obtain general results
not provided by classical insurance theory.

Suppose there is one cooperative insurance company (insurer 1) and one
business insurance company (insurer 2) in an insurance market. Assume
also a division in this insurance market according to whether insurer I can
sell its products. Hereafter, the market in Which both (all) insurers can
sell their products is “market A,” while the market in which insurer 2 can
only sell its products is “market N.” For example, consider the case where
insurer 1 is JA Insurance (a cooperative insurer). In this case, the agriculture
workers who are members of JA Insurance are in market A, while all other
consumers are in market N because .JA. Insurance cannot sell its products
to nonagricultural workers. In contrast, insurer 2 can sell its products to all
potential customers, including both agricultural and nonagricultural workers.

We build the economic model and conduct the comparative statics, the
result of this comparative statics are as follows, First, an increase in average
insurance money leads to an increase in the optimal insurance premiums of
both insurers when we interpret the average insurance money as a constant
average cost. Second, an increase in the variance of insurance money leads

to an increase in the optimal insurance premiums of both insurers when an



increase in the variance of insurance money leads to an increase in the risk
premium, and ultimately an increase in the average cost per sales quantity.
Third, any change in the optimal insurance premium of the insurer that
changes its absolute risk aversion is always larger than that of the insurer
that does not change its absolute risk aversion. Finally, an increase in the
potential demand in the cooperative insurance market leads to an increase
in both optimal insurance premiums when both insurers sell their insurance

products in the cooperative insurance market.
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Japanese Households Demand for Financial Assets in Ageing Society

In this research, household portfolios in the aged society were analyzed,
and the following results were obtained.

1. We conducted a characteristic analysis of Japanese household demands
for financial assets. It was found that, in addition to the safety and
profitability of financial assets, there is a characteristic interpreted as the
compensation, of income for retirement. This characteristic is correlated with
private pension.

2. Through the inspection of changes in the magnitude of relative risk
aversion, it was found that Japanese households have higher demand for the
risk assets in recent years.

3. If public pension system reform does not proceed in the future, and
there are no changes in the labor market, Japanese household demands for
financial assets will be changed to the demand for private pension from the

safety asset or profitability asset.
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Market Liquidity and Institutional Investors Ownership:
The Activity of Life insurance companies and foreign investors

in Japan

Hideaki Sakawa
(Joint with Naoki Watanabe)

[Summary]

This paper empirically investigates how institutional investors like
insurance companies affect market liquidity in Japanese market. The market
share of institutional investors in Japan occupies about one fourth in the
1*" section of Tokyo Stock Exchange during 2006-2010 and their relatively
higher ownership might imply their significant roles in the market. Post
Japanese 2000s, the largest domestic institutional investors like Pension
Fund Association constructed guidelines of exercising voting rights at the
annual shareholder meetings. These movements enhanced the roles of
activists at the shareholder meetings of larger firms in Japan. In principle,
the institutional investors are block holders and have interests of market
value. As a result, they have incentives for monitoring of their held firms.
These monitoring activities by institutional investors like life insurance
companies and foreign investors would soar up pressures for managers
of their held firms to disclose more information for outside investors. The
increase of information disclosure would mitigate the degree of information
asymmetry among investors and enhance market liquidity in the financial
markets. In this research, our contributions are summarized as following two
points. The first point is to reveal the circumstances of institutional investors
in recent Japan. The second point is the empirical analyses. Our empirical
analyses show that both of institutional investors and foreign shareholders

would increase market liquidity of the firms listed in the 1* Section of Tokyo



Stock Exchange. We next introduce the summary of former two main points
in this paper.

First of all, the role of institutional investors would be changed at 2000s. In
Japanese 1990s, Japanese corporate governance would be dominated by main
hanks and cross shareholdings. Under these circumstances, the activists
were rarely observed. Post the establishment of Corporate Governance Code
in OECD, Pension Fund Association known as Japanese largest institutional
investors issued the guideline of exercising voting rights. In Addition, ISS
Inc. (Institutional Shareholder Services) has stated to do service in Japan.
These movements would enhance the cases of exercising voting rights by
institutional investors post Japanese 2000s. Therefore, we conclude that the
role of institutional investors in Japan has been radically changed and they
would be expected as activists.

Second, our empirical results suggest that institutional investors in Japan
would not be a cause of agency problems and adverse liquidity effects
by them are not observed. We rather interpret that their monitoring
activities would promote the information disclosure of the firms and
mitigate information asymmetry in the market. We also confirm that foreign
shareholders would take same roles of the other institutional investors
like life insurance companies. The limitation of this paper is that domestic
institutional role are not separately considered. In other words, there might
be differences of the activities among domestic institutional investors like
insurance companies and trusts. The examinations of these issues would be

a valuable future task.
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[Summary]

This paper investigates the relation between existing accounting
information and Embedded Value (EV) which is the new indicator of the
life insurance companies. Furthermore, in order to understand that which
indicators focus on by life insurance companies in Japan, we perform
disclosure analysis of companies that are members of the Life Insurance
Association of Japan.

First, the significance of EV is the usefulness (relevance and reliability) by
providing information about the performance of the life insurance company
that cannot be shown in the existing accounting information. In addition, we
confirm that EV is consistent with the accounting theory under “asset and
liability view” FASB proposes.

As a result of the disclosure analysis and logit analysis, we find that
there is a tendency for smaller companies so as not to disclose the EV,
This evidence suggests that smaller companies become more reluctant to
disclosure because they are very demanding of cost to produce the EV by
the third party.

On the other hand, we also find that there is a tendency to disclose the EV,
for listed companies (or their subsidiaries) and for companies that has large
changes in Present Value of In-Force (PVIF). We explain that the company
which wants to appeal its value to external stakeholders discloses the EV,
as a number to complement the accounting information.

The conclusion of this paper is as follows. EV measures the performance
and corporate value of the life insurance company, and is consistent with
the direction of the current corporate accounting that it provides useful
information for the prediction of corporate value in the market. In addition,
disclosure of EV is considered one of the valid information disclosure means
for particular companies, and they actually utilize it. However, there are
many companies that do not disclose the EV, and all companies do not have

incentives to disclose it in Japan.



One of the problems about EV is that the type of disclosed EV is not
unified. In the sense, it must be cleared in order to ensure the comparability
of EV that is (1) increasing companies that disclosure it, and (2) unifying the
type of it. To solve this problem, we propose that the accounting standards

requiring disclosure of the components of the EV or EV itself.
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A Study on International Inheritance Tax, Focusing on life Insurance

Toshio Miyamoto

Ritsumeikan University

Abstracts

An increase in the cross-border transfer of persons and assets has resulted
in problems with international inheritance or estate taxes. Inheritance
tag jurisdiction mainly depends on the linkage between the residence of
persons, such as the deceased, heirs, or both, and the situs of the assets. In
many countries, a person domiciled in their jurisdiction is subject to tax on
worldwide assets, while a person not domiciled in their jurisdiction is only
subject to tax on assets located within their jurisdiction In addition, each
country adopts its own concept of domicile or residence and different criteria
for the situs rule. Applying different concepts and criteria in the field of
inheritance and estate taxes, that is, a confliction of personal nexus, causes
double taxation.

Different situs of assets rules also depend on double tax relief in the case
of the taxpayer with unlimited tax liability, and the tax base in the case
of the taxpayer with limited tax liability. For instance, if an heir receives
life insurance money from a foreign insurance company, different situs
rules between countries could lead to either double taxation or double non-
taxation. In addition, some countries have recently abolished inheritance
or estate tax, opting instead to apply income tag or capital gains tax to
the estate of deceased. This has made adjusting for double taxation more
complicated.

This study aims to resolve certainin issues on international inheritance
tax by analyzing the experience of EU countries. Here, we examine the

provisions in several income tax treaties on double tax relief between



inheritance or estate taxes and income tax.

Firstly, we examine personal nexus and situs of assets rules in Japanese
inheritance tax law, and clarify how double taxation on inheritance and
estate taxes occurs. Here, we show that the conflict between personal nexus
rule (residence rule) and situs of assets rule (source rule), dual persona
nexus, dual situs of assets, and different tax methods between inheritance
and estate taxes lead to double taxation. Japanese inheritance tax law adopts
the foreign tax credit method and Japan only has an inheritance tax treaty
with the United States in order to eliminate international double taxation.
However, the national tax rule does not always workk to relieve double
taxation, as it is subject to several restrictions. In addition, many countries
have far fewer inheritance or estate tax treaties than they do income tax
treaties.

Each countries adopt different situs rules for life insurance proceeds, such
as criteria on the head office. of insurance company, criteria on the place
where such proceeds are payable, or the criteria on the place where the
policy was issued. As a result, the conflict on situs rules could cause double
taxation on international inheritance taxation. In addition, an extended tax
liability in Japanese inheritance tax law could lead to dual personal nexus.
Therefore, there is a risk of unrelieved double taxation in these situations.
However, Japanese tax law is not enough to eliminate these double taxation.

Secondly, we research the international inheritance tax measures recently
adopted by the European Commission. Inheritance and estate taxes only
generate about 0.5% of total tax revenue in the EU. However, the European
Commission still considers double taxation on these tares to be one of their
most significant problems because it disturbs free movement within the
EU. In addition, the different inheritance and estate tax systems across
the EU mean there is a much higher tax liability for heirs inheriting a
small or medium sized enterprise upon the death of the owner. As a result,

these different inheritance and estate tax laws sometimes conflict with the



fandamental principles of the Treaty on the Functioning of the European
Union. Indeed, the European Court of Justice has ruled in some cases that
the national inheritance and estate tax rules of EU Member States breached
the fundamental principles of the EU law, in particular, free movement
of capital, or freedom of establishment. Consequently, the European
Commission published a recommendation and several working papers
presenting possible solutions to cross-border inheritance tax problems.
The European Commission indicates two types of international inheritance
taxes problems, namely discrimination and relief from double taxation. In
the former case, the European Commission recommended the publishing of
principles for non-discriminatory inheritance tax systems. In the latter case,
the European Commission recommended unilateral national provisions or
soft law such as administrative guidance designed to relieve double taxation.
The Commission intends to launch a public consultation in early 2014 on
inheritance tax problems and to report further possible solutions.

Thirdly, we analyze possible solutions to double taxation on inheritances
in certain tax treaties. Some countries have introduced provisions to their
income tax treaties that adjust for double taxation in the case of international
inheritance. Examples include the Germany-Denmark, United States---
Canada, France-Canada Tax Treaty. A comprehensive article on death is
adopted within the United States-Canada Tax Treaty.

Finally, we consider the situation in Japan, where international inheritance
tax experiences have been limited. However, as mentioned earlier, increasing
numbers of cross border transfers of persons and assets is now causing
significant problems in terms of international inheritance. In particular,
the situs rules for life insurance proceeds and tax treatment between the
income tax and inheritance tax for life insurance and pension are different
between Japan and other countries. We conclude that Japan needs to
consider better policy options for double tax relief that include the unilateral

national provisions or administrative guidance suggested by the European



Commission, as well as reforming the foreign tax credit method. Then, Japan
should conclude new income tax treaties with their current partners that

include adjustments for double taxation on inheritance tax.



V=V VAT TP DEMNE
ER1T - ERIRFRSHT DX

~ERDERICHIUDRIEZRT A T~
MEES (RIFAZASIZEHR)

———————————————————————————————————— AT A B
19904 4 H RFSAT AT 994F 3 HURA KA RFBERE AT ZERHME T - Wik (B57) e
B2 FETORFELIOH KR FANL A NBIL ) TANZTRFER I —H 7 T AL VR
HWFZeH . ZKMEESBRCMIERR 2 LML, FF [7 20 78R A7 2 O]
WA, 094F, ALTGRER A3 H 2 5

___________________________________________________________________________________________

[ZE]

1. [FU®IC

AEE. HROSIT & EGRBREM, Eica—a VafEBIcBWT, Vv —
VXNWATFAT (L0VDFTA ATy ) EHOWLIE®REERT L, AFO
R, SRS TY =3 Y VAT T LW Y — V2D FIF, Z20E KO
TRICHIHAZALL AT A TORERZZEZHZ 2@ LT, [F774 ]
2B %SRBSR OBUIR - 358 - SHBICOWTHOLRPICT S L 2 HIH 5,

2. V=¥ AT 4 TDILHY

7xA ATy 2 (FB) &, ELTOZ—HF—DRIFRIOR ) HLY (H#A
HY, ZOFERTL—F—DIEICDInb> T, HAMTORIZDE A
Ay FEEOHD 720122 b7z 7 Vv —7THRme L FAEEIfrbhTw
%o —MHERMTOFHABEATH S, R¥EDPFBR—Y (UFFB) T
mERNN L. HEADPLERT & ZOHRPEEIAZD L2 TR, 12—
P—IZ X BBMNDT A FHS, BHREE L TR 208DV % A
Wy &2dHb, 720 FBIIHNICB T A BHMILAER I 22— a v



FERELTHAHIN TS,

3. V=¥ I AT A TERDERICHZDHSEEFH L ULVER

V=YXV ATFA T, Fa—n") -3 VEOH#ET, EROKEIKL
TL. IR - LT by AABTRSICBRE L2V [V B ]
ETHY Fr |2 KD DHAZAIPIELEL L TWD, —HTY =Y ¥ VAT A
T O LR TR, k&R Mikonsctr 754y - F U5
Av%BLT, DEIGCTELZEETIHRTLZ L 2WRBICL, 29 L
7o av AT A (ERER) ICBWT, 2o TYENZERICINE > Tz, flifl
BOWH LT O IIARERIIEA D EHRLL, SRR IR L T
W5,
IAYVATADRP T ERMSTETLY = v VAT 1 7 2IGH LT85
TANVARORETLEL L Twd, 21X 257 F77 574 Y7,
BEEXIELLWIEARKREL, BELEHN L -WARELHOMANE 2, #
B (TTy b T —24) Ay P ETRyF U IEELY—EATH %S,
BERMEITEEN) ¥ — 2 1E0) TR, BEoHEbhTi R Lot &mY
F—VIZHBIRE R o T h, BEMEFIIFB R ETHEZTE— VLD,
RMFLLM L2 T 5, L LT, BHEFEIHRICEEZRMT 2 [F
AR, SEDAL O - = 2DOREY OH 5 [HEAR] B 7% & 048
DEREY) DB L TGN b, AL MEMD) ¥ — 3, Bm ek
BHAHMTHNMERL LD, TS THEBHOEIRLE &IRME O L&A
R—=2ZH b,

4. SRITOBMEAEROONBED

AR IS A TOWmENE. 2o TP ST (%) Lorhbh
D THESIN TV 2, WMETIUL, £EE2E L Tt &0% 2 HRT
20 ZAVATATIEZED LS IZIEwd v, HARZBDLH TS, Hig
SRMOABIEDL Y IF %L, U LA VIZF] &k X IROPITO LB A, BT
JeASE 72T % AT HIEAE S k% WEE 7R RIER b ) 2O B %,

HE G LOVEEDHEAELTBY., S SO RITH BT XX, [
B AR E 2212 2 MEOMFEE X OEHRORE ] TREICBISY 7 b
THHROIIRN ] % HIROTES GBI OFALA. 5 VITHEAD RN T, &



IFMET LN TH b, BIAICOVWT, HIBOFITIITI T AT L2HA D
50 %K (MIROFIERR) O 1oL 2b 2 e lifFsh b, 728 2%, B2B
OFA % B2C OBEmICHE IR L7012, L DT LR TELHIET,
FROPAHAIZHI LT, VLNV ERIBELTAL ). 7 A A TIEEEH
METHDHU— 7 4 —DHEMR - ZE2KE L, @%in—/ﬁ74%—
(N) 122K TRAELZx Ly b 2SECUESRAT 2 EOMBEOHEIR - ZEIATK & L
AR () 125K ] v b, ) LNy T, fb\%fx ESXOUNT]
DYV T MEMDPERMTLEI. HH VTV 7 MEHRDP Y 7 MERE L TR
DBHHEPHIZ, MEMERDYH 2 2 BRI H %, €T, T XTOITREL
AERANY T D REOMBEBEL, B 5 VIZZ I VIR 2 23T X 5 ##%
TERETHLULEDND 5,

NS FB ORI 72 WANAGERTZES I

SRR - RIEBEORMAEKRDOSNDED

T AYHZOWT, FFE T — H I ARSI T AR PR 2 kot 3 4 (B
JEICBE LT, V=Y v W XT A 7O ZE R 5 &, HEHBIGEE DM b
HY I BN, HEO=— XD E L, RIS 2 HHRIE M % & FENE
RGO ERIEFEVIERTES S . EaRathik, EEAMEEZEE TS
NOHZEYR—FLEAS, HITE DR ZH > TRmIER EITXLTAHI L
BEZOND, $720 FAL T MIBITFAEEF—LR=VIZHFEET LY -V EL
T, V=¥ VAXATATORHOERONLEA D — /T, HHEDEW
MVARHIE X, II 22T ANV ZEBAT, T 754084054 OWED
BIIVATALZBLMWED 1 DERD I ENMEEINS,
DAETIEAEGRBEIGZICB W THBEBR AR ERTH ). 72V T O44A
HREAEOHBAHENOEF R — L IZRA ), EGREttoy - %
VAT A TNOEERYZIGLADS, BEICL ) FiEREREE G2 EE 26N
I, AR OEEEBOBRM LR D I 57259 FRIS, PREERG ahh B0k
I Y = — ADBSHRIC R 2 DT, RSt ENBEODaI2a=r—3 3
YABAERLICBIT AT 22— 3 YRIGEEIOIR, WEHOBE. H
H7 V=L EOMBEROLA R L, WENRIEHAE 2 55, HAER
B2 WTET 5, REIEICE DY =3 2 VAT 4 TOWEMIZ, 7AY B LT



FRIC, HAEBEBOMA LDV 9 205, BEDO=— AR LIS, BRI
B9 A IRt 7 &0 FMEMERH L E O LR PR TH A ). o T
VAT LARHZLMED 1D L bREMICHGFEINS,

6. HbWIC

IOV AT AESEIE RS ORI LM 20 2 Fo 720, IO #H1T
IZidy SOV AT LAOEN B (MIBORIEOWRE) O 1oL %52 &Rt
ENd, EmEREM - REJEICE 5T, ZHABE=— I LTw L
CENINEITURICEZEIILZS>TED, FBREDY =Y v )V AT 14 T OF|]
MAPHERES I

F72. FBAEIEaI 2=y — 3 g URGHILE & v 224G & 11
T5Y=VELTOHVDZENTE D, MWIRORIT T, FEARZRITHIE L
TV ) RT AR HR/72Y 7 MEHRZ WP ) OPDPEETH 5
HAE OB TORBERLLEL ZR L2 E. FBOIGHRMIZT A ) A0
ZNED DL LAKRE WV, AmiRbiatt - ABIEICBWTY, BHEO=— X1
WIHLTWL ) 2T, ZORMELEDL I ICHELTWL DD KRYTH 5,
FB OF ML E R R 2 &1C X - TR% 575 FBIIBIEREN L7222
WHEAETHLDTIE LR, AV FA4 VDT 24 R by - 724 AEVHE
WK TH B, £z, FBOFIHOWTHIIhH»Db 63, FIHTEEEOBK
HEAD, SNFETIZAWEALS, SREMOLERZET I LITORD 5,

[HREZEAN] BR
1. FC®IZ
2. V=YX VAT AT DR
21 V=T x NV RATFT4 T eI
22 V=Y IVAF 4 T OHIK
23 V=T XNVATA4 TOWRZK
3. V=YX NATA TEROERIZH HFSZALEH L4l
31 V=X VAT TEROHERIIH HHRZAL
32 L\ 4l
4. FHATOPHMA L KD ENE DD



41 8
4.2 WU A
43 RKHHNDHHD
5. ARt - ARBEEOIGHHA L KD OLN DL S D
51 78
52 HUALA
53 RKdOHLHNBHDHD
6. BbhIZ



Response of Banks and Life Insurance Companies to Expanding Social
Medi a:

Based on social changes

Uchida Satoshi

Ibaraki University

Abstract:

This article analyzes the meaning of social media for community banks and
Life Insurance in the United States of America and Japan.

Through globalization, the role played by nations has become less
important, and corporations have expanded and become more diffuse.
These social changes have led people to look for additional psychological
cornerstones on which they can rely, and use of Facebook has spread in
response.

Facebook could serve as a useful tool for community banks and life
insurance companies, which have not been able to understand the
community as a whole solely by dealing with their existing customers, such
that they can become the nucleus for a new type of social ecosystem.

Facebook is also a useful communication tool for community banks and
Life Insurance companies to properly handle soft information regarding their
employees and customers.

Facebook serves as an online method of meeting face-to-face. Community
banks and life insurance companies should consider the use of Facebook as

it could allow them to review their operations from new perspectives.
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New Role of life Insurance Business and Work Life Balance

- Adjustment mechanism for labor input and long working hours -

Atsuyuki Fukaura

Faculty of-Economics, Nagasaki University

[Summary]

This paper starts from the understandings that one factor to disturb the
extension of Work Life Balance(WLB) might be in the persistence of long
working hours, particularly in Japan. Therefore, the first purpose of our
study is to examine theoretically what kind of decision making process by
firms brings the long working hours which hinders the progress of WLB
among the business community. Secondarily, it is shown that advancing the
spread of WLB becomes a new business model of the life insurer.

As the results of consideration, it was clarified that it was difficult in the
current system to adjust the number of employment in the short run, due
to the strict regulations on the labor market. Also, when a fixed labor costs
exists, the tendency that the labor input is adjusted through the working
hour per person, not by the number of employees, becomes stronger.
Therefore, it can be concluded that the prolongment of the working hour
was more accelerated. Accordingly, it is preferable to manage the working
hour flexibly and selectively. For instance, the firms should consider the
effective utilization of part-timers or the regular workers whose working
hours are less than 8 hours.

Although it may be difficult to measure the economic loss directly by
long working hours, the social benefit by shortening the working hours is
clear, if the worker can use the free time to improve his personal skill, put
it differently, to improve the value of human capital. By analyzing this issue

theoretically, we found that, if the working hour and time of leisure are



appropriately used, WLB contributes to the improvement of the marginal
production for the long term, Then we can conclude that a purpose of
WLB is to utilize the leisure time to improve the labor productivity and it
contributes to establish the economy with high potential to growth, which
may be the powerful counter measure against the graying society

By the way, no matterr whether it is a private company or not, the life
insurance company compensate the economic loss caused by the accidents,
which means its social role is to respond the ex post risk. However, recently,
it has been discussing that the insurance company is also necessary to
function as the risk management mechanism in the sense of ex-ante. This
is an understanding that has risen rapidly in recent years, For example, it
is widely known that many life insurance companies are engaging in the
various enlightening activities concerning the promotion of health, effective
child care and realistic life plan and so on. In the scheme design of the life
insurance, the design of the life plan for the various® occupation and age
is carefully considered. It is not difficult to include an advisory business
concerning how to enjoy the time of leisure.

This contributes to the earnings securing of the life insurer. It is easily
imagined that, if the spread of the WLB leads the decrease in the probability
of the disease and the industrial injuries, the insurance payment decreases,

and the profit of the insurance company increases.
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[Abstract]

Section 1: Life Settlements

In United States, life settlements, which. started in 1989, are now
transacted under the state life settlement laws. Life settlements in United
States are mainly based upon the death benefit value of life insurance.

On the other hand, in Japan. because Tokyo District Court judgment in
2005 and Tokyo High Court judgment in 2006 granted. the discretion of the
life insurer whether or not to approve the alternation of policyholder, life
settlements are hardly transacted.

The purpose of this research is to clarify the possibility of life settlements
in Japan from the view point of both insurance science and insurance law. In
section 2, 1 examine the question from the view point of insurance science
why benefit value insurance settlements of insurance policies other than life

insurance are not traded. Then in section 3, I try to interpret Japanese law



to lead life settlements without the approval of life insurers.

Section 2: Characteristics of insurance contracts suitable to benefit value
insurance settlements

Based on the economic substance of benefit value life settlements in the
United States, I have examined the possibility of benefit value insurance
settlement, that is the insurance settlement where the economic purpose
is transferring of the insurance claim right to the future insured event to an
unrelated third party at increased risk-adjusted value of benefit, referring’ to
each insurance contract type.

To begin with. I have proposed that the following three conditions are
necessary to exist for benefit value insurance settlements. At the same
time, these conditions become the characteristics of insurance contracts
appropriate for benefit value insurance settlements. First, from the viewpoint
of insurable interest, the policyholder must be able to change the beneficiary
(in case of property-casualty insurance, the insured) to anyone, such as the
assignee or whom the assignee specifies, when transferring the insurance
contract to the unrelated third party. Second, to transfer the insurance claim
right or the insurance contract to an unrelated third party at increased
risk-adjusted value of benefit before the occurrence of the insured event,
the insured event must be most likely to occur during the policy period.
Moreover, such situation must continue for a certain period of time for
investigation and negotiation necessary to conclude a settlement. Third, the
concerned insurance contract must be one-claim-ending type of insurance
contract when replacing the transfer of the insurance claim right with the
transfer of the insurance contract.

Then. I have attempted to adapt the three conditions to concrete types of
insurance contracts.

Regarding property-casualty insurance contracts, it is usually supposed

that benefit value insurance settlement cannot be taken place from the



viewpoint of insurable interest. Even if the insurable interest requirement
does not obstruct insurance settlement, the reasons, which obstruct accident-
sickness insurance settlement as following, also obstruct property-casualty
insurance settlement.

Regarding accident-sickness insurance contracts, there is not enough time
to transfer the insurance contract at increased risk-adjusted value of benefit
to an unrelated third party. It is rare that the situation continues for a
certain period of time, where the future insured event is most likely to occur
during the policy period. Moreover, even if such a situation continues for a
certain period of time, it is not suitable for benefit value insurance settlement
since most of the accident-sickness insurance is multi-claim type. Therefore,
it is difficult to suppose benefit value insurance settlement of accident-
sickness insurance to be actually transacted,

On the other hand, regarding life insurance contracts, there is a possibility
that all such situations exist. The situations are that the insurable interest is
not necessary when transferring life insurance contract (also in the United
States), and that life insurance is one-claim-ending type satisfying the third
condition I have mentioned. Therefore, benefit value insurance settlement
becomes possible if the future insured event is most likely to occur and also

the situation continues for a certain period of time.

Section 3: Legal possibility of life settlements in Japan

Under Japanese law, to assign the contract. assignor needs the approval
of the other contracting party in general, but a few exceptions are admitted
by court Judgments and scholars. It is supposed that the policyholder does
not need the approval of life insurer to assign kris/her life insurance policy
if there is no special agreement. at least when there is no debt of insurance
premium to pay, because the situation fits to the exception.

On the other hand, where there is insurance clause concerning the

assignment of life insurance policy which requires the approval of the life



insurer and where the clause is reasonable, the policyholder needs to obtain
the approval of the life insurer as far as the rationality of the clause. But I
suppose that the increase of probability of moral hazard does not have the
rationality, because the rationality of the requirement of the approval of life
insurer, in addition to the approval of the insured, for the alternation of the
beneficiary which is more dangerous than the alternation of the policyholder
is not clear.

After the alternation of policyholder, the new policyholder will attempt to
alter the beneficiary of the life insurance contract to himself/herself. Without
special agreements, the policyholder does not need to obtain the approval of
the life insurer.

On the other hand, where there is insurance clause concerning the
alternation of the beneficiary which requires the approval of the life insurer
and where the clause is reasonable, the policyholder need to obtain the
approval of the life insurer as far as the rationality of the clause. But it is
not clear whether the increase of probability of moral hazard establishes the

rationality or not.
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Abstract

We observe some reveled altruism in real life circumstances. We are
witnessing a large amount of donations from people around the world
after Japan suffered the disasters of earthquake in Tohoku Kanto area in
2011. This is a case of transfers of money to the others after knowing their
plight. We are interested in the fact that people are making decisions under
uncertainty that could affect their income. People sometimes transfer some
of their money proactively in anticipation of others being in need. Initiatives,
such as UNICEF’s collection of a fixed, monthly amount of donations from
members of the public, to raise funds for the former’s works, demonstrates
how donors often knowingly transfer money with an income fluctuation.

The other type of decision making under uncertainty of income is
purchasing insurances. In this case, people make some contracts with
agents to transfer some of the former’s money to others in advance, in order
to share the income risks under uncertainty of their income with some
probabilistic distribution.

Our basic idea is as follows;

Purchasing insurances is not only for those who purchase the insurance,
but also for the unknown people who purchase the same insurance. When
you pay a premium of an insurance, some of the other people who purchase
the same insurance will receive their benefits under the albeit conditions the
insurance covers. On the contrary; when you receive your benefits, the other
people in effect pay you by a premium.

Our research questions are to observe whether or not people exhibit
altruism when they are under uncertainty about their income, and under
which conditions it seems to be observed. More concretely, we would like to
know;

(1) Do people sacrifice a certain amount of their own money in order to
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increase the expected return of others?

(2) Do people risk a certain expected amount of their own money in order
to share their income risk?

Basically this is the continuation of Wada and Kitamura (2011) that was
granted by Kanpo Zaidan, and the experimental procedure is therefore the
same. We had 143 participants of which 29 were female.

The Experimental Procedure is as follows. In the following experimental
procedure,

1. Cognition of Roles

1) All subjects are informed about the requirements for both roles;
Decision Makers

2) (DM) and Receivers (R)

3) DM’s are required to state what awards they would like for
themselves, and their partner (whose identity is unknown to them) by
making judgments about potential payoffs. Rs are asked to act as DMs,
however, as their decisions have no bearing on the final outcome (the
awards), they are deemed to be passive’ in this experiment.

4) Receivers cannot decide their payoffs at all. Their payoffs are decided
by their unknown partners. Pairs are fixed throughout the experiment,

5) The allocation of roles is decided shortly before the subjects are asked
to complete the response sheets,

2. Allocation of Roles

1) Half of the subjects are randomly assigned the role of DM, and the
other half become receivers (passive agents).

2) Each subject only knows they own role, and not the role of any other
subject. Regardless of role, all subjects are asked to behave like DMs.

3) After all the decisions have been made, the allocation of partners is
made.

4) The allocation of partners is made in the presence of all subjects,

however, no subjects are informed at any point who their partner (their
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DM or R depending on their own role) is. Subjects are asked to keep
their role secret.

5) DMs are told that they are going to be the person who decides payoffs
for their pair based on his decisions.

3. Evaluation of rewards by participants are based on two states, which are
as follows. Participants are given scratch cards which determine the states
the (green’ and 'red’) Subjects are given scratch cards after selecting which
lottery between selfish and unselfish. Participants cannot chose between
'red’ and 'green’ within the conditions. They just choose between ’selfish’ and
‘unselfish’ against each of the 11 potential rewards.

4. Treatments

We have done 2 X 2 = 4 treatments; one is the 'Frequency of Evaluation’
and the other is the 'Risk Levels of transferred Rewards to the R’

The most important feature of 'choice problems’ are explained by the
difference in payoffs i.e, the risk levels and the transferred rewards: High
transters vs. Low transfers.

One treatment is the Low Transfer Without Risk for DMs: half of the
people are required to select between lotteries that you will transfer **
reward of 500 yen to an unknown partner. The other one is the High
Transfer in Green State, With R1sk for DMs: the other half of the people are
required to select between lotteries that you will transfer their reward of
an expected value of 500 yen to an unknown partner (if the state of green
occurs, a decision maker will give 1000 yen to the unknown partner, and the
state of red occurs, a DM will give no transfer.)

Besides of the difference of Reward Designs, There are two treatments in
the experiment: Frequent Evaluation vs. Infrequent Evaluation.

In the Frequent Evaluation of Rewards Treatment (FT), participants are
given 11 scratchcards, one for each case. In the Infrequent Evaluation of
Rewards Treatment (IT), participants do not use the scratchcards until such

times as they have stated all of their decisions.
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5 The Reward Design and the introducing income variations>
1) Participants cannot chose between 'red’ and 'green’ within the
conditions. They just choose between ’'selfish’ and 'unselfish’ against
each of the 11 potential rewards.
2) The actual rewards are determined by lotteries made by playing

cards (from Ace to Jack) to determine the rewards for cases 1-11.

Model and Results are as follows.

For analysis, we use two models; Panel Probit Model with Random Effect
and OLS. For the Panel Probit, The Dependent Variable are the selections of
rewards and transfers. The unselfish choices = 1, and the selfish choices = 0.
By the OLS model have little explanation power. We get clear results from
the Panel Probit Model.

We find the DMs are statistically significantly more selfish than the
Receivers. Frequency of Evaluation (High) does no casual effect on the
altruism under uncertainty. The results of the Dictator Game are good
predictors of the outcomes for the study.

This means that people who are altruistic under certainty are also
altruistic under uncertainty about their income risk. Women were unselfish
only in Sure Transfer Treatment. And we get the result that the people who
discount near future selected unselfish lottery only in Probabilistic Transfer
treatment.

We interpret our results as follows.

The understanding the structure between the expected payoffs and the
payments of premiums of insurance leads to the feelings that 'if I purchase
this insurance, I can help the other people during the time I pay premiums’,
and people have more satisfied with the purchasing insurances. People can
evade ez post regrets on having decided they decide to pay for the others by
an enough understanding of the payments/rewards structures in advance.

Our results suggest that the total understanding of income risks including
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background risk leads people better decision for purchasing insurances.
Furthermore, people will be satisfired with purchasing insurances by
recognizing that they pay premiums not only for themselves but the other

people.
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Impact of medical interventions during delivery on postpartum depression

and breastfeeding in. Japan.

Shigemi Iriyarna”
Yoko Obayashi®
1) Nagoya University
2) Aichi prefectural University

I Background

Recently, childbirth has become a significant cant life event for not only
women who delivered the babies but for also their families. Thus, deliveries
with their husbands or family present have been increasing year after year.
Midwives support them by strengthening family functioning at delivery,
getting the maximum out of their performance and guiding spontaneous
delivery.

About 30% women get medical interventions such as a caesarean sections.
Those interventions have been increasing either because their delivery
processes are slow or women request them. Among those who receive
medical interventions, some women develop the postpartum depression.
These women face difficulties in taking care of their children.

The purpose of this study was to identify the impact of medical
interventions at delivery on postpartum depression and breastfeeding in
Japan, comparing women with and without medical interventions during
delivery.

I Methods

1. Participants and study site

This study was conducted in two hospitals with maternity ward and one
maternity clinic in Aichi prefecture from July to December in 2013. The

participants in our study included: 1) women after birth without mental
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disease and 2) women with singletons or twins born at or the week 37. We
conducted this study using an anonymous questionnaire.

2. Data collection and procedure

With the consent of the participating women, we distributed two types
of questionnaires: one for in-hospital participants and one for a month after
childbirth, to 493 women during early puerperiurn. In order to match the
in-hospital and one month questioners, the pair of questionnaires had the
same numbers in upper right corner. We collected the questionnaires inside
envelopes by placement method or mailing method. Of the 493women, 262
women returned the two questionnaires (collection rate: 53.1%).

Of the 262women, 260 women completed both questionnaires (response
rate: 92.2%).

3. The items of the questionnaires

The items in the questionnaires included : 1) socio-demographic data such
as age, education background, occupation, and marital status; 2) obstetric
data such as induction of delivery, episiotomy, expulsion of the fetus, epidural
anesthesia , delivery history, mode of delivery, gestational-age, newborn
baby’s condition, birth weight, pregnancy complications, admission to
neonatal intensive unit, husband’s presence at the delivery, early skin to skin
contact, rooming-in, and feeding methods; 3) Japanese Edinburgh Postpartum
Depression Scale (JEPDS) ; and, 4) the Sense of Coherence- 13 (SOC-13).

4. Data analysis

The results of socio-demographic data and obstetric data analysis are
presented as frequency counts or percentages. Preliminary analyses
examined the bivariate correlations between independent variable of medical
interventions at delivery and dependent variables of postpartum depression
and breastfeeding by crude odds ratio (COR) and confidence interval (CI).
Furthermore, the study used multivariate logistic regression analysis to
show an adjusted odds ratio (AOR).

5, Ethical considerations
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The recruitment of the study participants started after approval by the
Nagoya University Institutional Review Board and approval by the two
hospitals of the study protocol. We obtained prior consent from the medical
director of one obstetrics clinic. We obtained oral informed consent from the
participants before distributing the questionnaires.

I Results

L. Socio-demographic and obstetric characteristics

The mean age of 260 mothers was 33.15 years (standard deviation,
SD=4.82). Of them, 111 mothers (43.0%) completed undergraduate or
graduate school education and 90mothers (35.0%) graduated from college or
vocational school. High school graduated mothers occupied 20.0'%. About
40% mothers had a job. Half of mothers were prirnipara.

Of the 260mothers, 196 mothers (75.0%) bad vaginal delivery. The mean of
gestational-age was 38.87 weeks (SD=1.23). The mean of the birth weight for
their babies was 302749 g (SD=333.91).

2. Frequency of medical interventions

Of the 2.60 mothers, 50 mothers (19.3%) delivered by caesarean section and
14mothers (5.8%) had a vacuum extraction. There were forceps deliveries.
Of the mothers who had a caesarean section, 15 mothers had an emergency
caesarean section.

3. Postpartum depression and breastfeeding at one month after childbirth

About 20% of the mothers had more than a 9 and a 9 score on the
Japanese Edinburgh Postpartum Depression Scale showing postpartum
depression. Mothers with Exclusive Breastfeeding occupied 51% and 45.8%
provided mixed feeding.

4. Correlations between medical interventions and postpartum depression

Factors that increased postpartum depression were primipara (COR: 3.36;
95%C1: 1.66-6.62), episiotomy (COR: 2.42; 95%CI: 1.15-5.10), and expulsion of
the fetus (COR: 2.35; 95%CI: 1.01-5.49). Although we didn’t find significant

correlations at p=0.05, mothers with caesarean section were more likely
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to have postpartum depression than those with vaginal delivery. Stratified
analysis of delivery history showed that multipara mothers with the above
medical interventions were more likely to have postpartum depression than
those without (episiotomy: COR:6.00; 95%C1: 1.39-25.86, expulsion of the fetus
:COR: 6.00; 95%CI: 0.96-37.64, caesarean section: COR:2.03; 95%CI: 0.57-7.86 ).

Multivariate logistic regression analysis showed that caesarean section
significantly increased postpartum depression (AOR: 2.58; 95%CI: 1.07-6.25).

5. Correlations between medical interventions and breastfeeding

Caesarean section was a factor off medical intervention factors at delivery
on breastfeeding (COR: 1.94; 95%C1: 1.03-3.65). Other medical interventions
including vacuum extraction (COR: 0.88; 95%CI: 0.30-2.64), episiotomy (COR:
1.40; 95%CI: 0.81-2.43), and expulsion of the fetus (COR: 0.83; 95%Cl: 0.40-1.72)
were not related to breastfeeding.

IVConclusion

The results of this study indicated that : 1) episiotomy and expulsion of
the fetus are more likely to increase postpartum depression ; 2) multipara
mothers with episiotomy, expulsion of the fetus and caesarean section are
more likely to increase postpartum depression ; and, 3) caesarean section is

more likely to increase postpartum depression.
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