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Recovery of damages for mental injuries on tort between
contract parties
Hajime Miyake

(Associate Professor, Graduate School of Law, Hokkaido University)

[Summary]
In general, it’s not so easy to get compensation for mental injuries on tort
between contract parties in Japan. But in this twenty years, such situation

changes to some extent. This study shows interpretation on that.

First tendency — In Japan, as some laws change, consumers get easy to cancel
contracts. But in some cases it’s better to regard the contract as effective
and get compensation for damages. At this point, the recent laws are not
enough. So compensation are still important.

Second tendency — In this twenty years, medical lawsuits have permitted self-
decision rights and compensation for mental injuries.

Third tendency — As a junction of the first tendency and the second tendency,
Japanese Supreme Court awarded compensation for mental injuries on tort
between contract parties in 2004. But, this theory should depend on cases.

US law —US applies punitive damages, which intend to deter from doing bad
manners. But as for contracts cases, a case in 1967 (insurance case) awarded
compensation for mental injuries for the first time. In that case, the
judgment said one party can expect what the other party wants from that

contract.



Fourth tendency — In Japan, some libel suits awarded compensation like

punitive damages in this fifteen years.

From above study, I have led a conclusion : even on tort between contract
parties, in some cases you can expect what the other party wants and if you
violate this expectation you should pay compensation for mental damages
as a violation of his self-decision right. So, even in insurance cases, if you
can expect what consumers want from the insurance contract and violate it,

you should pay compensation for mental injuries.
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Optimal investment management
for institutional investor of risk-averse type
using probabilistic optimization

Name: Takashi Shinzato
(Occupation: Mori Arinori Center for Higher Education and Global
Mobility, Hitotsubashi University)

[Summary]

In this work, in order to prepare the liability reserve stably, one of the most
important issues which is faced on life assurance company is discussed from
the mathematical perspective. Furthermore, the optimal investment
management and its efficiency are analyzed also. In concrete, the optimal
investment policy of the risk-averse investors (the optimal policy of life
assurance company) in financial engineering (or diversification investment
theory) is discussed using the framework of portfolio optimization problem.

1.1. Introduction

Recently, there are several reports that the solution which can minimize
the expectation of investment risk is not optimal in the actual investment
behavior and/or actual investment opportunity[1,2,3] . However, these
previous works implicitly discuss followed with the framework of
probabilistic optimization such as probabilistic inference and information
processing. While, in the ordinary operations research, since investment risk
and some statistics in portfolio optimization problem have not been
discussed using the framework of probabilistic optimization, the findings
obtained by the approach based on operations research and the actual
results are not consistent with. In order to propose the relevant knowledge
for the investor, we require to reconsider the portfolio optimization problem
using the framework of probabilistic optimization, and on the unified
viewpoint, we need to rediscuss precisely the approach which is well-used.

This goal in this work is to reexamine the portfolio optimization problem
using the framework of probabilistic optimization, and is to propose the



methodology of the safety investment management with respect to risk-
averse investors represented by life assurance company. Furthermore, the
effectiveness of our proposed method is confirmed through the discussion.

1.2. Probabilistic optimization

1.2.1. The minimal expected investment risk and the expected minimal
investment risk

Random wvariable X 1is given, with respect to control parameter w,
bounded below function f(w,X) is prepared, we obtain the following

inequality in order to solve the optimization problem of the real valued
function f(w,X),

min £, [/ (w, X)]> £, [min (. )],

For example, this real valued function f(w, X) isregarded as risk function
of portfolio optimization problem, that is, random variable X is done as
return rate of asset, control parameter w 1is done as the portfolio, the feasible
subset of control parameter w, W, is done as the constraints of portfolio, it
turns out that the left hand side in this equation means the minimal expected
investment risk, and the right hand side in this equation means the

expectation of the minimal investment risk.

1.2.2. Maximization expected utility function and expectation of
maximal utility function

In a way similar to the above discussion, we set that u(w, X) is a bounded

above function with respect to control parameter w, then we consider the



maximization problem, thus,

max E [u(w,X)] <E, [maxu(w,X)J

wel wel

1s obtained.

1.3. Mean-Variance model
1.3.1. Model setting

In this work, we consider the stable investment market which can handle
N assets and without the restriction of short-selling. The portfolio of asset i

is w,, for simplicity of our discussion herein, since we do not need the
restriction of short-selling, the portfolio is not always positive. Moreover, the
portfolio of N assets is represented by w=(w,,w,,--,w, ;,wy) €R". Then,
until the maturity date, the investor invests into N assets with
w=(w,w,, -, wy ,wy) €R", the investment risk at p periods is defined as

follows:

_ | -
H(w|X):EwTJW
Moreover, as the budget constraint,
N
1.4. dw =N



1.5.

1.6. is prepared. From this, we discuss the optimal problem that

one can solve the portfolio which can minimize the investment risk.
1.7.

1.7.1. Check points

The vector direction of both solutions derived from Budget constraint that

N
we accept sz =N and budget constraint which is widely used in the
i=1

N
previous works of operations research Zw,. =1 1s same, in order to easily
i=1

and richly interpret statistics in the later argument in this paper, we accept
N

ZW[ = N . Further it turns out that it is difficult to analytically solve the
i=1

portfolio optimization under short-selling, we do not handle short-selling in

this time.

1.8.
1.8.1. Minimal investment risk and minimal expected investment risk

The minimal investment risk per asset &(X) is represented as follows:

1. -
S(X):N‘%I:I}VH(MX)'

Moreover, using the optimal solution,

1 N
X)=—

(%) 28"J"e
267 (xxT)"e



is assessed. Return rate matrix X is Nxp rectangular matrix, we need
O(N 3) as the computation complexity for resolving the inverse matrix of

Wishart matrix defined by this return rate matrixJ = XX' € R"™" in general,
when the number of assets N is sufficiently large, it turns out that it is
difficult to solve. Especially, we need to average it with respect to return rate
matrix X, it is difficult to implement. In this work, we can resolve this
difficulty.

While, using the ordinary approach which is well-known in operations

research, the minimal expected investment risk per asset ¢,

. a
Eon = min £ [H(7| X))
a 3,
LAY
N &
e
2

is calculated.

1.9. Main results
The minimal expected investment risk which is well-known in operations

a .. : . .
research &, = and the minimal investment risk obtained by the our

proposed method &(X)= “ are compared as follows:

Eor > g(X )
1s obtained. Furthermore,

¢ <q,(X)



1s also obtained.

1.10. Conclusions

1.11. In this paper, using portfolio optimization problem discussed
in the researches of mathematical finance (or diversification investment
theory), the optimal investment behavior of risk-averse investor (as the
investment policy of life assurance company) is discussed, and we obtain
the followings:

(D The analytical approach in operations research is not possible to solve
the optimal solution which can minimize the investment risk in

practice.

@ Our proposed method can solve the optimal portfolio which can
minimize the investment risk in each investment opportunity and
can comparatively easily assess minimal investment risk and its
investment concentration.

.. . . a-1 ..

@Minimal investment risk (X ):T and minimal expected
. . a : o .
investment risk ¢, =5 are compared with, it is confirmed that

gop >&(X) is always held and for similarity, with respect to

investment concentration, ¢ <gq, (X ) is held.
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Possibility and Limit of Community Reinvestment Act

Takashi Matsuda (Tokyo Fuji University)

[Summary]

Revitalization of the depressed community attracted attention as a policy
agenda in the United States from the 1960s. The house has been isolated in
the United States by every race. The white and wealthy class live in the
suburbs, and black and lower-income class lives in the city inside intensively.
The city inside was called an inner city, and watched it with an object of the
discrimination, and poverty concentrated on it, and the dilapidation
progressed. The need of “development of the low income community” and “the
supply of an affordable house to the lower-income class” was appealed for, and
the U.S. Government proposed various measures for many years. The most
symbolic and important law was the Community Reinvestment Act of 1977.

It had been said that CRA had not had effect for the law for a long time
after the law was enacted. So CRA was called “the paper law”. It was mass
failure of the savings loan financial institution of the 1980s to have been a
turning point. The S&L crisis made a financial service for community absence.
On the other hand, the federal government came to quit support of the
community development because President Reagan intended "a small
government". As a result, it was approached by need to plan facilitation of the
community finance on the basis of the private funds which did not depend on
the public funds. Therefore, it was CRA to have attracted attention again.
CRA was revised many times. CRA was strengthened progressively. As a
result, CRA obtained effectiveness. In addition, the financial supervisory
authority changed a policy "not to intervene in the market". The authorities
really utilized CRA, and, as a result, CRA was a management hindrance for
a private financial institution not "the paper law".

Of course the stockholder demands that I increase a profit for a financial
institution because the financial institution is a private enterprise. From the
viewpoint of neither profit nor risk nor cost, it conducts a business for low

income community loan, investment, to offer the financial service. However,



the supervisory authority does not approve a financial institution to a merger
and acquisition with other financial institutions and new business, if not the
financial institution gets a satisfactory result by an examination for CRA.

It was “CRA agreement" to have been developed to easily clear CRA. The
CRA agreement is agreed between financial institution and community
development corporation. The financial institution takes consideration into
local finance needs through community development corporation. The
financial institution promises the quantity and contents of loan, investment
and financial service for local company and local people in CRA agreement.
Local people can get a financial service by CRA agreement. On the other hand,
the financial institution is evaluated as evidence of "a financial institution
being going to meet local finance needs positively" by CRA agreement. The
financial institution can clear CRA regulation easily.

However, the CRA agreement lost the substance by the contents having
changed in “CRA statement” after the 2000s. The CRA statement promises to
meet a local financial service as well as CRA agreement. However, the CRA
statement 1s not the thing which financial institution and local community
group are tied up to as a result of talks. Therefore, the CRA statement does
not cost trouble and cost for a financial institution. I understand local finance
needs, and this is because it omits a procedure to talk about with a hometown.
The CRA statement is completely different from CRA agreement.

Of course, according to recent CRA rating, the community development
finance of the United States does not have any problem. This is because
almost all financial institutions are judged "satisfied" in CRA rating.
Seemingly CRA seems to play original role. However, it is really pointed out
that there are various problems for community development finance.

First, it is continuation of the financing discrimination against minority.
Many studies conclude that the financing discrimination against nonwhite
still exists in a field of the mortgage loan. Second it is the limitation of
collection data. For example, the loan data which a financial institution
submits by an examination for CRA do not distinguish the loan that the
financial institution purchased from other financial institutions from the data
which a financial institution originated. Therefore, problems to can clear
regulation by purchasing credit just before inspection are pointed out even if
a financial institution does not originate it. Third it is the problem of the CRA
special loan program. The financial institution loans it for lower-income class
and low income community to clear CRA regulation. The standard that is
looser than other rental is applied to the CRA loan. As a result, a bad-loan



problem occurred in large quantities. It is the issue of subprime loan. Fourth,
it i1s an assessment area problem. "The assessment area" where a financial
institution receives an evaluation of CRA examination is set narrowly with
"the location of this branch". Therefore, contribution to the community
concerned is exempted from even if I collect deposits through a deposit broker
from any area as far as there is not this branch. Fifth, it is a "rating inflation"
problem. Among rental, investment, service tests, the evaluation for the
service test is appreciated than the actual situation. Therefore, a financial
institution can clear CRA regulation easily.

It is a fact to play a role to derive a fund to community development as for
the CRA regulation although some problems exist. A similar law was
introduced in our country for a period, but a permanent law such as the CRA
regulation will be necessary if Japanese Government expects local

redevelopment truly.
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Study of the partial Claims Payment of Accident
Insurance

—Comparative Study of the Accident Insurance in Germany—

Kyoko Kaneoka (Professor, Tokyo University of Marine Science and
Technology)

[Summary]

In the field of the accident insurance, many situations exist where people
of advanced age who suffer from certain illnesses are not covered by the
accident insurance policy, although they have injured themselves in the
accident. It has been discussed over the past years that those situations
should be changed for the benefit of the aged policyholders. Because in a aging
society like in Japan, it is the greatest problem, that the aged must often
dispute with the insurer about the claims.

Some Study has argued that it would be possible to improve the situations,
if the insurer could find the right way for the partial payment of accident
claims. It seems, however, to be very difficult, to probe the rational method
for these claims. Therefore, it seems to be thought, that the best model of the
accident insurance which is friendly to the aged still remains controversial.

The present study was undertaken in order to seek a way of how partial
claims payment in the field of the accident insurance could be described. The
Study puts in focus on insurance contract act and insurance clause in
Germany and attempts to identify how insurer in Japan should draft
insurance clauses for the partial claims.

The results from this study indicates that, although it is necessary in Japan,
that not only consumer protect law, but also court control now the accident
insurance clauses more than in past years, the accident insurance clause in
Germany where the rule of the partial claims payment is prescribed is the
best rule for the aged policyholders in Japan.



It is hoped that the findings that have been presented in this study will
contribute to an improvement in conditions of the aged who would like to be
covered better by the accident insurance.
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Time required for nursing care in abnormal deliveries

Chifumi Suzuki
(Doctoral program Student, Kobe University Graduate School of Health Sciences)
[zumi Saito

(Professor, Kobe University Graduate School of Health Sciences)

[Summary])
1. Introduction

According to a survey conducted in 2013, 68% of in-hospital patients
were 65 years of age or older. The number of births decreased and the total
fertility rate decreased from 2.16 births per woman in 1971 to 1.42 births per
woman in 2014. The mean age of mothers at first childbirth was 30.4 years
in 2013, and this is increasing as well. Older maternal age increases the risk
of complications during pregnancy and childbirth, as well as medical risks in
obstetric wards. The percentage of low-birthweight infants (<2500 g)
increased from 5.1% in 1975 to 9.6% in 2009. Cesarean delivery rates in
general hospitals have increased from 8.2% in 1984 to 24.1% in 2011.

The total number of births has declined. In order to increase the bed
occupancy rate in hospitals via the introduction of the diagnosis procedure
combination-based payment system (flat-fee payment system for medical
services) in 2003, maternity wards were merged with other departments.
According to a survey conducted by the Japanese Nursing Association in 2012,

80.6% of the hospitals that provide obstetric care had joint wards for obstetric



care and other types of medical care. In 59.6% of these combined wards,
midwives are simultaneously in charge of maternity patients and those in
need of other types of medical care. Accordingly, midwives and nurses conduct
deliveries while providing nursing care to terminal patients, critically ill
patients recovering from surgery, and patients with cognitive impairments.
Thus, whether providing concomitant end-of-life and postoperative care that
requires careful medical attention while performing high-risk deliveries
entails safe and efficient nursing care is not known. Therefore, elucidating
the current state of geriatric and maternity care in these joint wards that
include the maternity unit (hereinafter “joint maternity wards”) and
conducting a detailed investigation of the nursing characteristics and
assessing risk is urgent challenges faced by nursing professionals in an aging
society with a low birth rate.

In this study, we elucidated the nursing time required for deliveries
and for critically ill patients. In addition, we have attempted to evaluate the
efficacy of the nursing care provided in the joint maternity wards. Based on
tangible data, we aim to propose a system of nursing staff deployment for
high-risk deliveries and critically ill patients in the joint maternity wards,

which has not been clarified to date.

2. Overview of the study
According to the proposed system, the nurses in the joint maternity wards
carry location sensors throughout their working hours. We used smartphones

as location sensors in this experiment. We placed multiple small wireless



location beacons throughout the ward. The smartphones carried by the
nursing staff automatically tracked their location by receiving signals from
the location beacons. The location data were then stored on a cloud server
through the mobile network of the smartphones. In this study, we conducted
a series of measurements targeting the entire joint maternity ward for a
period of 1 month. A maximum of 24 smartphones were used simultaneously,
and approximately 160 wireless location beacons were installed throughout
the ward. The average amount of data collected per day was 250 MB.
Measurements were taken from 0800 hours on June 28 to 0800 hours on July

29.

The present study was reviewed and approved by the ethics committees of
the facility affiliated with the researchers and by the ethics committee of
Hospital “A” (Approval No. 442).

A “joint maternity ward” operates under the leadership of a nurse
administrator (chief nurse), and the term implies that the maternity
department is located in the same ward as other hospital departments. In
this study, it denotes a hospital ward that admits patients of the maternity

and gynecology departments, as well as patients of many other departments.

3. Results
3-1. Nursing hours
Four deliveries were conducted within the duration of the study. One

of the four was a scheduled cesarean delivery, another was an abnormal



delivery conducted via vacuum extraction (time of delivery: 0000-0100
hour), and the other two were normal deliveries (time of delivery: 0500—
0600 and 2200-2300 hours).

The postnatal hospital stay of the mother who underwent a scheduled
cesarean delivery lasted 9 days, the total bedside nursing time was 399.2
minutes, and the average nursing time per day was 49.9 minutes. The
postnatal hospital stay of the mother who underwent a vacuum-assisted
delivery lasted 8 days, the total bedside nursing time was 828.0 minutes,
and the average nursing time per day was 103.5 minutes. The postnatal
hospital stay of the two mothers who had a normal delivery lasted 6 days
each, their total bedside nursing time was 278.8 minutes and 195.3
minutes, respectively, and their average nursing time per day was 48.0
minutes and 32.6 minutes, respectively.

In the case of vacuum-assisted delivery, the total time from hospital
admission to childbirth was 21 hours 8 minutes, the total nursing time was
427.5 minutes, and the average nursing time was 20.2 minutes per hour
from the time of admission until childbirth. For the two cases of normal
delivery, the total time from hospital admission to childbirth was 7 hours 28
minutes and 4 hours 2 minutes, respectively; the total nursing time within
the timeframe was 101.5 minutes and 77.7 minutes, respectively; and the
average nursing time per hour from the time of admission to childbirth was
13.6 minutes and 19.3 minutes, respectively. Furthermore, the total nursing
time during the 2-hour postnatal period after vacuum-assisted delivery was

72.8 minutes. Thus, the average nursing time per hour was 36.4 minute.



The total nursing time during the 2-hour period after normal delivery for
the two cases was 36 minutes (average nursing time per hour = 18 minutes)
and 28.8 minutes (average nursing time per hour = 14.4 minutes),

respectively.

3-2. Measures taken by midwives and nurses during delivery

In the case of first normal delivery, two nurses entered the labor and
delivery room (LDR) 10 minutes prior to childbirth; thus, two nurses and
one midwife were in the LDR during these 10 minutes. In the case of second
normal delivery, one nurse entered the room 4 minutes prior to childbirth;
thus, one nurse and one midwife were in the LDR during these 4 minutes.
In the case of vacuum-assisted delivery, one nurse entered the LDR room 12
minutes prior to childbirth; thus, one midwife and one nurse were in the
LDR room during the 12 minutes. Because all deliveries were performed
during the night shift, nurses would enter the LDR immediately prior to
delivery. Four nurses and one midwife were available for each shift.
Furthermore, the amount of time the nurses were involved in the postnatal
care of newborns were as follows: 3 hours and 45 minutes after the vacuum-
assisted delivery; nurse O for 17 minutes and nurse @ for 40 minutes
after the first normal delivery; and 34 minutes after the second normal

delivery.

4. Conclusion

Vacuum-assisted delivery required more nursing time than normal



delivery. Furthermore, nursing care during the 2-hour postnatal period and
immediate newborn care required more time in the case of vaccum-assisted
delivery than in cases of normal delivery.

Because all three vaginal deliveries observed during the study were
performed during the nightshift, the number of available nurses was lower
than the number of nurses available during the day shift. Despite the fewer
number of available nurses during the night shift, nurses were assisting in
the LDR immediately before deliveries as well as providing postnatal care.
During the period before and after the deliveries, the nurses responsible for
newborn care were also providing care to other patients in the general
ward. Because nursing care for the parturient and immediate postnatal care
requires more time particularly for abnormal deliveries, nurses have to
leave their designated stations for a prolonged time. The hospital where
this study was conducted operates under a system that allows midwives to
focus on childbirth. For parturient mothers, a midwife is assigned to their
care. However, if the midwives cannot solely focus on childbirth and are in
charge of patients from other departments, as is the case in some other
hospitals, patients of other departments may receive care from other staff
members when the midwives need to conduct labor and delivery. The time of
antenatal hospital admission and whether a delivery will be abnormal
cannot be predicted. Therefore, staff allocation that can respond to
abnormal delivery requirements regardless of time is required. In
particular, during the night shift, when fewer staff members are available,

a system that allows midwives to focus solely on childbirth is preferable.
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Managerial Risk-taking Incentives and the Asset Allocation in

Japanenese Corporate Pension Plans

The purpose of this study is to examine the effect of managerial risk-taking incentives
on asset allocations in Japanse corporate pension plans. Using the Japanese listed
companies’ data between fiscal year 2013 and 2014, I find that firms with higher
shareholdings in top management tend to have lower stocks in the pension asset
allocation after controlling conventional control variables (such as Altman Z score, the
total asset size, operating cash flow, pension funding ratio.) This result indicates that
risk shift through pension asset allocation is lower when the top management’s

personal stake in the pension plan is larger.
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A Study on Regional Markets of Individual Annuities

Hideto Azegami Professor, Faculty of Business Administration, Toyo Gakuen University

Summary

The purpose of this study is to investigate the change of the recent individual annuity
market in Japan, dividing it into the forty-seven prefectural markets. The deregulation
on the financial industry including insurance has been implemented since the 2000s
and the insurance companies are always developing their business technique to
maximize profits. Although there were a few pieces of research on individual annuity
market in Japan before, the accumulation of business data for individual annuity sales
leads researchers to investigate the market. Then this study also applies for the panel
data consisted of thirteen years, from FSY 2001 through FSY 2013, and forty-seven
prefectures, which relates to the sales of the individual annuities.

In most cases, the consumer’s preference unpredictably changes so often that firms
have to make efforts to follow it in the market. In the case of insurance commodities,
however, insurers sometimes stop or suspend providing them abruptly because of
economic depression, decline of stock prices, and lower interesting rates.

The amount of the in-force policies of individual annuities purchased in the whole
nation has been growing since FSY 2002. After the amount of the new policies peaked
in FSY 2006, it fluctuates every one or two years. While the long-term interest rate,
represented by JGBs ten-year yield, tended to decline since 2006 despite fluctuating in
the short periods, provision of a few variable annuity products was suspended.
Nevertheless, several de novo life insurance companies were founded during the periods

from 2007 through 2010.



The maximum value of CR3, which means the concentration ratio for the share of
the three largest insurers with respect to the amount of the new policies, is the highest
in FSY 2004. On the other hand, the minimum value of it is the highest in FSY 2013.
As the markets entirely become more concentrative after FSY 2008, the spread between
the maximum and the minimum is diminishing.

Annuity sales of each company are affected by various factors such as the existence
of competitors, market condition which means the market is more competitive or
monopolistic, propagation of new sales channel represented by bank branches, risk
attitude of residents, and economic and demographic factors. Since one of the purposes
of this study is to clarify the rivalry between a pair of insurers, the most important
explanatory variable is the sales of competitor.

Since there exist around forty companies during the periods, the number of binary
combinations exceeds eight hundred and it is too many to iterate the estimation.
Therefore the pairs of companies estimated here are ones with which the Pearson’s
correlation coefficient calculated with pooled sales data is lower than minus 0.2.

The results from the least squares dummy variable model estimation show eight
companies are negatively affected by another insurer. That is, the regression
coefficients for the competitor become significantly negative for eight companies.
However, three pairs give negative effects to each other. Those are Fukoku Shinrai life
and ING life, Mitsui Sumitomo Primary life and TOKIO MARINE & NICHID life, and
Dai-ichi Frontier life and MetLife Alico life. Estimation results illustrate Hartford’s
sales crowd out those of Taiyo life but do not support the existence of inverse effects.
Such relationship is found between Japan Post and ING life, and Japan Post and
Manulife life.

MetLife Alico kept the fifth largest insurer in terms of the amount of in-force policies



from FSY 2006 to FSY 2010. While Dai-ichi is the fourth in the individual annuity
market, it founded Dai-ichi Frontier as its subsidiary in December 2006. Dai-ichi
Frontier has no branches but provides through banks, securities companies, and other
financial institutions. Moreover, it focuses solely on savings-oriented insurance
products represented by individual annuities. These sales strategies contributed to
reduce the costs and prices so outstanding that it grew quickly as soon as inaugurating
its business. MetLife Alico reduces new policies contracted in some prefectures, such
as Tochigi, Saitama, Shizuoka, and Nagasaki, where Dai-ichi Frontier successes to
enlarge its share. On the other hand, they compete in Nara, Shimane, and Kumamoto.

Finally, another outstanding result found through the empirical analysis is the
rivalry between TOKIO MARINE & NICHIDO and Mitsui Sumitomo Primary. While
TOKIO MARINE & NICHIDO achieved high shares in certain prefectures in the early
2000s, the statistics illustrate Mitsui Sumitomo Primary replaced it in those areas. The
replacement was occurred in Kagawa, Nagasaki, and Okinawa after Mitsui Sumitomo
Primary had instigated providing fixed and variable individual annuities through

financial institutions including regional banks in 2008.
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The study on the attribution of beneficial interest in life insurance
Noritaka YAMASHITA (Professor, Law School, Osaka University)
[Summary]

This research focuses on the study of the attribution of beneficial interest in life insurance.

Article 674 paragraph 2 of the revision Commercial Code 674 provides that the
policyholder can transfer the insurance claim right and the creditor of beneficiary can seize
the insurance claim right before the death of the insured. Insurance Act also has the same
provisions (Art 47).

These provisions mean that the insurance claim right before the death of the insured
belongs to someone else.

Article 55 paragraph 2 of the postal life insurance Act provides beneficiary is bereaved
family of the insured, if the policyholder does not specify the beneficiary, or if the specified
beneficiary die before the death of the insured and he policyholder does not re-specify the
beneficiary.

If bereaved family of the insured that Article 55 paragraph 2 of the postal life insurance Act
provides does not exist, who is the beneficiary. The postal life insurer argues that there is
no need to pay anyone to insurance also, some judicial decisions accept this opinion.

However, | think that because the insurance claim right before the death of the insured is
right, and belongs to someone else, if bereaved family of the insured that Article 55
paragraph 2 of the postal life insurance Act provides does not exist, the beneficiary is the

policyholder.
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Empirical study on the relationship between recognition and investment

behavior for crime prevention in community residents

Fumiaki YASUKAWA, Ph.D
Yokohama City University

[Summary]

Since unprecedented type of crimes has increased in community, Japanese safety
environment has been becoming worse than before. While keeping community safety
has been used to depend on the performance of regional police and voluntary activities
of community residents themselves, we need to understand more about why the
residents intend to invest their time and pecuniary sources into the prevention of crimes
under recent aging environment. In order for clarifying above, internet base
questionnaire survey was conducted to collect data associated with residents’
recognition and actual contribution against crime occurrence in community.

Since descriptive results showed several interest findings such as; many residents feel
their community still safe; almost all of them tend to invest none or less effort into
crime prevention behavior in community; overall intention of residents against crime
prevention would be so low that more aggressive participation of them into community
wide crime prevention activities could not be expected; we conducted multi-regression
analysis to dig the determinants of such behavioral tendencies with especially paying
attention into economic, demographic and occupational aspects as important factors.
Through the analysis, we found that those who live in urban area look like invest more
cost and time into private crime prevention, instead invest less time to participate
collective behavior for that. Further, female residents rather than male may have
tendency to lower evaluation of safety in community, and then feel more necessity to
establish multi agency body of crime prevention involving police, administration and
residents in community.

In aging society, we need to reconsider the way of keeping community safety by
converting private base behavior of crime prevention to collaborative performance by
inviting multi interest stakeholders including not only mature residents but also young

bearing future society.
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Empirical Evidence on Small Business Financing and
Life Insurance Surrender

Yoshihiro Asai (Meiji University, Associate Professor)

[Summary]

This study empirically examines the role of life insurance surrender in
small business financing. In particular, this study focus on firms that
surrender life insurance when they face deficit. Also, this study focus on firms
that surrender life insurance when they need to pay retirement bonuses for
directors.

It is pointed out that SMEs (Small and Medium-sized Enterprises) face
often face difficulties in raising funds relatively to larger and listed firms.
Therefore, small business financing is categorized as SME’s finance to
distinguish between larger listed firm’s financing and small medium-sized
firm’s financing because corporate finance on larger listed firm’s financing is
widely known for its textbooks.

For example, small medium-sized firms mainly raise funds from banks and
recent lines of researches emphasize the facts that role of banks is extremely
important for small business financing. Particularly, previous studies on
relationship banking find that small firms can raise funds easier if they have

close relationship with banks.



In this research, we use data obtained from the survey (conducted from
January 2014 to February 2014) to small and medium-sized enterprises on
risk management and insurance (Kigyou no Hoken Risk Manegement ni
kansuru Jittai Chousa in Japanese). This study uses financial data and life
insurance premium paid in immediate account year.

This survey focuses on small and medium-sized firms in the manufacturing
industry (Teikoku Data Bank, business category number 19-39) and their
scale ranges from 20 employee to 299 employees. In other words, this survey
consists of “medium scale firms”. The questionnaire was sent to 3500 firms
and then 909 firms reply to question items (response rate was 26.0%). 737
firms give a reply on amount of life insurance premium and life insurance
surrender in immediate account year out of 909. Thus, we use these 737 firms
to analyze the role of life insurance in the small and medium-sized enterprises.
The number of firms that reply to questions fluctuates because some of firms
do not answer to all questions. The questionnaire consists of 41 questions,
such as amount of insurance premium, estimate damages from the Great East
Japan Earthquake and the relationship between banks and firms.

In this research, we find that SMEs that do not have close relationship with
banks tend to surrender life insurance because they have difficulties in
raising funds. Also, SMEs that experienced greater earnings variation tend
to surrender life insurance to equalize earnings because tax can be reduced.
Furthermore, the lower cash holding ratio of SMEs is significantly associated
with higher life insurance surrender. This is because SMEs that do not have

much cash need to raise funds.



This research indicates interesting results on small business financing and
this field will be the fruitful area for further research. Also, this study still
has problems to be solved in the future. First, data on the surrender of life
insurance obtained from 2009 to 2013 year but financial data on SMEs is
obtained from 2013 year. That is, the causality problem is not solved. In the
future study, we need to use financial data, such as 2008, though financial
data such as assets does change often through the sample period.

Second, we do not find how funds obtained by life insurance surrender are
used in small business financing, though we find SMEs that do not have close
ties with banks tend to surrender life insurance. For example, funds obtained
by life insurance surrender can be used for covering a loss because SMEs
cannot raise money from banks once they get into the red. Funds obtained by
life insurance surrender can be used for building a plant, purchasing new
machines even during the red. The funds just can be used for paying employee
salaries.

In the future study, we need to conduct questionnaire on how funds
obtained by life insurance surrender are used in small business financing. If
these funds are effectively used in small business financing, then the tax

benefits should be extended to promote life insurance use.



