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I Non-Insurance Business Expansion of
Japanese Insurance Companies and its Implications

ABSTRACT

Japanese insurance companies can conduct a variety of non-insurance
business as the Financial Services Agency (FSA) of Japan has
significantly eased regulations on insurance companies’ business scope
in 2019 and 2021. The observations on the expansion of the business
scope and the characteristics thereof reveal the active utilization of
insurance companies by the Japanese government to address social
issues and the achievement of their social role through this opportunity
for business expansion by insurance companies. In addition, the
government has stimulated the demand by establishing various support
systems, while easing regulations on the business scope for insurance
companies to secure service providers so that the market can operate
smoothly.  Furthermore, insurance companies strengthen their
competitiveness by pursuing new business opportunities to expand
information, funding and contacts with respect to consumers, rather
than focusing solely on short—term profits.

1. Current Status

The Financial Services Agency of Japan significantly relaxed regulations on the
business scope of insurance companies in 2019 and 2021 so that insurance
companies can conduct a variety of non—insurance business. The government has
allowed additional ancillary business such as regional revitalization, industrial
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productivity boost, or sustainable society development!) as well as the ownership of
‘subsidiaries to upgrade the insurance industry’.2) Currently, Japanese insurance
companies engage in various non-insurance business activities including nursing
service, healthcare service, renewable energy projects, childcare facility brokerage,
matchmaking family agency service, and dispatching digital workforce, not to
mention fintech investments for business upgrade.

There are some noteworthy points that have been observed in the expansion of
insurance companies’ business scope in Japan:

First, the government actively utilized insurance companies in addressing social
issues related to population aging, increase in demand for long—term care service
and medical expenses, regional economic slump, climate crisis, work-life balance
and childcare. Insurance companies accomplish their social role by leveraging this
opportunity for their business expansion. Specifically, the government allowed
long—term care business to meet the demand of the elderly for enhancing quantity
and quality of care service, healthcare service to alleviate the burden of medical
expenses through preventive healthcare. To promote ESG and renewable energy,
the government allowed insurance companies to engage in renewable energy
projects. And in support of women’s social participation and ensuing demand for
childcare facilities, the childcare business is permitted for insurance companies.

Second, the government has stimulated demand by establishing various support
systems to address social issues, while easing regulations to secure service
providers so that the market can operate smoothly. For instance, to achieve the
policy goal of alleviating the burden of medical expenses, the government
introduced initiatives, such as the “Policyholders’ Effort Support System” and the
“Health Management Certification System”. These initiatives aim to motivate

1) Specifically, additional ancillary business includes consulting services such as management counseling, workforce
dispatch, system design, development, and sales using IT, data analysis, advertising, survey, and marketing tasks, as

well as customer visit service for contract maintenance and management.
2) This term refers to a company that performs businesses expected to contribute to @ sophistication of insurance

business using information and communication technologies(ICT) and other technologies, @ increase in benefits for
policyholders, @ revitalization of local areas, @ industrial productivity, or @ building a sustainable society.
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individuals and corporations to proactively manage their health and their employees’
health, thereby stimulating demand for healthcare service(see {Figure 1))3).

(Figure 1) Example of support for market creation and market activation in order to
achieve policy goals: Healthcare Service

<Demand>
Population ageing Refinancing Health insurance
<M9diFa| Palicy> Policyholders' Effort Support System <Achievement of
Disease T o policy goals>
Treatmerit Health Management Certification Activation of . .
I ystem I the healthcare I Reducing medical
; : l service market expenses and
Increase in medical Disease government
expenses antd Prevention <Supply> spending
9;’;,’:;%’}‘:%” _ Relaxation of regulations on
insurance companies’ business
scope

Third, rather than generating profits from business itself, Japanese insurance
companies pursue consumer information and contacts through some of their new
business as a main goal and use them as an instruments to enter new markets or
expand their revenue in other markets. In other words, they do not focus on
generating immediate profits but on understanding the value of consumer
information and contacts to develop long—-term business plans.

Lastly, Japanese insurance companies tend to approach new business with a
long—term perspective rather than focusing on short—term profits, which appears to
be in line with the office terms of executives and their performance evaluation
criteria. Insurance companies are active in pursuing new business such as
long—-term care service, healthcare service, and fintech investments despite
significant initial expenses rather than generating short—term profits.

3) To increase healthy life expectancy, the government evaluates the status of health improvement and preventive care
projects for local and occupational health insurance subscribers and based on this evaluation, the government
provides financial supports. The government certifies companies that actively promote the maintenance and
enhancement of their employees' health as "Health Management Brands' and these certified companies receive
benefits such as subsidies, guarantees, preferential loans, preferential interest rates, and bonus points in public
bidding.
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2. Implications

The Japanese case has significant implications in terms of the social utilization of
insurance companies’ resources and their approach to new business areas. First,
Korea can also consider expanding the business scope of insurance companies from
the perspective of addressing social challenges, such as increased demand for
long—term care service and rising medical expenses, climate issues, and regional
disparities in development. For instance, with growing elderly population in the
middle—-income bracket, there is an expected increase in demand for high—quality
long—term care service. To address this, various regulations that affect care quality
should be reviewed to encourage entries of trustworthy operators into the market.
In addition, with growing importance of managing medical expenses through
preventive healthcare and health promotion, the government should introduce
institutional mechanism that increase the motivation for individuals and corporations
to manage their health and their employees’ health. This will encourage insurance
companies to actively invest in healthcare service. Furthermore, diverse consumer
information and extensive contact with consumers are sources of competitiveness
for Big-Techs compared to traditional financial institutions. Therefore, insurance
companies should focus on enhancing their competitiveness by pursuing new
business that allow them to expand their consumer information, funding, and
contact, rather than being solely driven by short-term profits.
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