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Claim-payment Failures of Japan’s Insurance Companies and

Administrative Responses to Them

Toshiyuki Yasui

Graduate School of System Design and Management
Keio University
4-1-1 Hiyoshi, Kohoku-ku, Yokohama 223-8526, Japan

Abstract

From 2005 to 2008, Japan’s private insurance companies, both life and non-life,
admitted that they had failed in properly paying insurance claims to their
policy-holders.

The Financial Services Agency (FSA), a government agency to supervise financial
industry of Japan including insurance made full surveys to identify such non-payments
and payment-leakages in total reached to 1.86 million cases or USD $1.4 billion. FSA
also issued administrative orders to certain companies, which were deemed to need its
administrative involvements for outliving such payment failures.

Those misconducts resulted from large deficiencies of internal controls and
governances inside each insurance company. FSA’s administrative sanctions aimed to
embed companies’ incentive for lowering their operational risks through voluntary and

self-sustaining company’s efforts towards principle-based business improvements.
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